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QlllabinL 

[878J  DR  MILES  MEDICAL  COMPANY,  v.  JOHN  D. 
PARK  A  SONS  COMPANY.- 

canmoBABi  lo  thb  cobouit  ooxra  or  AfraAU  job.  tbdb  sdeth 

OIRODIT. 
Hft.  Tl.    AxgMd  Jaaoazy  4.  8,  IMl^^-Deddad  Afril  a»  10U. 

[220  u.  8^  smi 

An  ftctloimble  wrong  is  eommltted  by  one  who  malidoudy  totartew 
with  ft  oontract  between  two  parties  ftnd  tndnces  one  of  them  to 
break  the  contract  to  the  Injury  of  the  other,  and  In  the  absence  of 
an  adequate  remedy  at  law  equitable  relief  will  be  granted;  bat 
held^  in  this  caaok  that  plaintiffs  were  not  entitled  to  rtiieC  as  the 
oontract  under  which  they  claimed  was  invalid.* 

A  system  of  contracts  between  manufacturers  and  wholesale  and 
retail  merchants  by  which  the  manufacturers  attempt  to  control 
not  merdy  the  prices  at  which  Its  agents  may  sell  its  products, 
but  the  prices  fbr  all  sales  by  all  dealers  at  wholesale  or  retail 
whether  purchasers  or  sob-purdiasecs,  eliminating  all  competition 
and  fixing  the  amount  whidti  the  consumer  shall  pay,  amounts  to 

•  9^or  opinion  of  Circuit  Ooort  of  Appeals*  Sixth  Oircuit  (164  Vsd. 
Bep^  806),  see  toL  t»  p.  470. 

*  Syllabus  and  statsmeots  of  axgomBiits  eopyrlghtsd  10U.  bj  Ihe 
tlanln  i4tw  PuhUslking  Oompai^u 

95825*— V0L4r-17 ^1  * 
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iwtralxit  of  trade  and  is  inTalld  both  at  oommon  law,  and,  se  £ur 
aa'  it  aflecta  interstate  oommeroe,  nnder  die  Sherman  And-Troat 
Act  of  Jnly  2, 1880;  and  lo  held  aa  to  the  contraeta  tnrolTed  In  thla 


Such  affreementa  are  not  e^oeirted  from  the  general  role  and  rendered 
iraUd  because  thej  relate  to  proftfietary  medldnee  manofactared 
onder  a  secret  process  bnt  not  under  letters  patent;  nor.  is  a  mann- 
factnirer  entiUed  to  oontrel  prices  en  aB  sales  of  his  own  products 
in  restraint  of  trade. 

The  rights  enjoyed  by  a  patoitae  are  deriyed  from  statutory  grant 
under  authority  conferred  by  the  Consdtudon,  and  are  the  reward 
rec^ved  in  exchange  for  advantages  derlTOd  by  the  public  after  the 
period  of  protection  has  expired;  and  the  rights  of  one  not  dis- 
closing his  secret  process  se  as  to  secure  a  patent  are  outside  of  the 
policy  of  the  patent  laws,  and  must  be  determined  by  the  legal 
prlndploB  applicable  to  the  ownership  of  such  process. 

The  protection  of  an  unpatented  process  of  manufacture  does  not 
necessarily  apply  to  the  sale  of  articles  manufactured  under  the 
process. 

A  manufacturer  of  unpatented  proprietary  medicines  stands  on  the 
same  footing  as  to  right  to  conttvl  the  sale  of  his  product  as  the 
manufticturers  of  other  articles,  and  the  fact  that  the  article  may 
[t74)  hare  cuintiTe  properties  does  not  Justify  restrictions  fi^idi 
are  unlawful  as  to  articles  designed  for  other  purposes. 

A  manufacturer  of  unpatented  articles  cannot,  by  rule  or  notice,  in 
absence  of  statutory  right,  fix  prices  for  ftiture  sales,  eren  though 
the  restriction  be  known  to  purchasers.  Whatever  rights  the  manu- 
facturer may  have  in  that  respect  must  be  by  agreements  tliat  are 
lawfuL 

Although  the  earlier  common-law  doctrine  in  regard  to  restraint  of 
trade  has  been  substantially  modified,  the  public  interest  is  still 
the  first  consideration;  to  sustain  the  restraint  it  must  be  reason- 
able as  to  the  public  and  parties  and  limited  to  what  is  reasonably 
necessary,  under  the  circumstances,  for  the  covenantee;  otherwise 
restraints  are  void  as  against  public  policy. 

.Agreements  or  combinations  between  dealers,  having  for  their  sole 
purpose  the  destruction  of  competition  and  fixing  of  prices,  are  in- 
jurious to  the  public  interest  and  void;  nor  are  they  saved  by  ad- 
vantages which  the  participants  expect  to  derive  from  the  enhanced 
price  to  the  consumer. 

164  ITed.  Rep.  803,  affirmed. 

This  is  a  writ  of  certiorari  to  review  #  judgment  of  the 
€3r(sait  GMrt  of  Appeals  for  the  Sixth  C^uit  whidi  af- 
firmed a  judgment  of  the  CiretBdt  Court  dJamferiiifc'  en  cb- 
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BMwimt  of  tbe  Ouw. 

mnxrer,  the  bill  of  complftint  for  want  of  equity.  164  Fed. 
Eep.  803;  90  CCA.  679. 

The  compUdnant  Dr.  Miles  Medical  Company,  an  Indiana 
eorporation,  ie  engaged  in  the  manufacture  and  sale  of 
proprietaiy  medidneS)  prepared  by  means  of  secret  meth- 
ods and  formulas  and  identified  by  distinctiye  packages, 
labela  and  trade-marks.  It  has  established  an  extensive 
trade  thiou^out  the  United  States  and  in  certain  for- 
eign countries.  It  has  been  its  practice  to  sell  its  medi- 
eines  to  jobbers  and  wholesale  druggists  who  in  turn  sell 
to  retail  druggists  for  sale  to  the  consumer.  In  the  ease 
of  each  remedy,  it  has  fixed  not  only  the  price  of  its 
own  sales  to  jobbers  and  wholesale  dealers,  but  also  the 
wholesale  and  retail  prieea  The  bill  alleged  that  most  of  its 
sales  were  made  ifarovgh  retail  druggists  and  that  the  de- 
mand for  its  remedies  largely  depended  upon  their  [875] 
good  will  and  commendation,  and  their  ability  to  realize  a 
fair  profit;  that  certain  retail  establishments,  particularly 
thoee  known  as  d^artment  stores,  had  inaugurated  a  ^^  cui^ 
rate  **  or  "  cut-price  ^  system  which  had  caused  "  much  con- 
fusicm,  troiible  and  damage  ^  to  the  complainant's  business 
and  ^* injuriously  affected  Che  reputation**  and  ^depleted 
the  sales  "  of  its  remedies;  that  this  injury  resulted  ^  from  the 
fact  that  the  majori^  of  retaU  druggists  as  a  rule  cannot,  or 
believe  that  they  cannot  reaHae  sufficient  profits  *'  by  ttie  sale 
of  the  medicines  ^  at  the  cut-prices  announced  by  the  cut-rate 
and  department  stores,**  and  therefore  are  "unwilling  to, 
and  do  not  keep  "  the  medicines  "  in  stock  *'  or  "  if  kept  in 
stock,  do  not  urge  or  favor  sales  thereof,  but  endeavor  to 
foist  off  some  similar  remedy  or  substitnte,  and  from  tiie 
&et  that  in  the  public  mind  an  article  advertised  or  an- 
nounced at  *  cut  *  or  *  reduced  *  price  from  the  established 
price  suffers  loss  of  reputation  and  becomes  of  inferior  valu^k 
and  demand." 

It  was  fmth^  alleged  that  for  the  purpose  of  protecting 
^  its  trade  sales  and  business  "  and  of  conserving  ^  its  good 
win  and  reputation*'  the  complainant  had  established  a 
method  ^of  governing,  regulating  and  controlling  (ho  sale 
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and  marketing  **  of  ita  remediea,  which  ia  thna  deacribed  in 
thebiU: 

"OontraetB  in  writing  were  reQnired  to  be  executed  by  an  Jobbers 
and  wboleaale  drngglata  to  wbom  yoor  orator  aold  ita  aforesaid  nmo- 
diee»  medldnea  and  carea*  of  tbe  foUowiog  tenor  and  effect: 

**  oomtnQjKUBn  oowrmAOP— wnouaALa 

^f%0  Dr.  MUe9  Medical  Oompmmg. 

*  me  agreement  made  by  and  between  The  Dr.  Mflee  Medical  Oraa- 
peny,  a  corporation,  of  BIkbart,  Indiana,  hereafter  referred  to  aa  th» 

proprietor,  and hereinafter  referred  to  aa  the  oonalgnee, 

witneaaeth: 

"That  the  said  proprietor  hereby  appoints  said  con[t7C]signee  one 
of  its  wholesale  distributlna  agents,  and  agrees  to  consign  to  sncb 
consignee  for  sale  for  the  account  of  said  proprietor  sach  goods  of  its 
mannf^ctare  aa  the  proprietor  may  deem  nece8Bary«  tha  title  tbereto 
and  property  therein  to  be  and  remain  in  the  proprietor  absolutely 
until  sold  under  and  in  accordance  with  the  proTisions  hereof,  and  all 
unsold  goods  to  be  immediately  returned  to  said  proprietor  on  demand 
and  the  cancellation  of  this  agreement  Said  goods  to  be  inroked  to 
consignee  at  the  following  prices: 

'^  Medldnea,  of  which  the  retail  price  ia  H ;  18  per  dosen. 

**  Medicines  (if  any)  of  which  the  retatt  price  la  60  centa;  94  par 
dozen. 

"  Medldnea,  of  which  the  retail  price  ia  26  centa ;  fl  per  doien. 

"  Frdght  on  all  orders,  the  invoice  price  of  whidi  amounts  to  $100 
or  more,  to  be  prepaid  by  the  proprietor;  otherwise,  frel^t  to  be  paid 
by  consignee. 

**  Said  consignee  agrees  to  confine  the  sale  of  all  goods  and  products 
of  the  said  proprietor  strictly  to  and  to  sell  only  to  the  designated 
retail  agents  of  said  proprietor  as  specified  In  lists  of  such  retail 
agents  furnished  by  said  proprietor  and  alterable  at  the  win  of  said 
proprietor,  and  to  faithfully  and  promptiy  account  and  pay  to  tiie 
proprietor  the  proceeds  of  all  sales,  after  deducting  as  full  compen- 
sation for  all  services,  charges  and  dlsburs^nents  a  commission  of  10 
per  cent  of  the  invoice  value,  and  a  further  commission  of  6  per  cent 
on  the  net  amount  of  eadi  conslgnmoit,  after  deducting  the  said  10 
per  cent  commission,  on  all  advances  on  account  remitted  within  ten 
daya  fMm  diate  of  any  consignment,  it  being  agreed  between  the 
partiea  hereto  that  audi  advances  ihall  In  no  mannw  affect  tiie  title 
to  such  goods,  whidi  title  shall  remain  tn  the  proprietor  as  if  no  anch 
advances  had  been  made;  provided  that  such  advances  [877]  shall 
be  repaid  to  said  consignee  should  the  said  proprietor  terminate  this 
agreement  and  the  return  of  any  unsold  goods  on  which  advances  have 
been  made.    Said  consignee  guaranteca  the  payment  for  aU  gooda 
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•old  wider  this  Mgr^mamt  and  agrees  to  render  a  tall  aocomt  and 
remit  the  net  proceeds  on  the  first  day  of  each  month  of  and  for 
the  sales  of  the  month  preceding.  Failure  to  make  soch  accounting 
and  remittance  within  ten  days  from  the  first  of  each  month  shall 
render  the  whole  account  payable  and  subject  to  draft,  but  the  pro- 
ceeds of  such  draft  shall  not  affect  the  title  of  any  unsold  goods» 
whidti  shall  ronain  in  the  proprietor  until  actually  sold,  as  herein 
proTided. 

**  It  is  further  agreed  that  the  consignee  shall  furnish  the  proprietor 
from  time  to  time  upon  demand  full  statements  of  the  stock  of  goods 
of  the  proprietor  on  hand  on  any  date  specified  and  that  a  failure 
to  furnish  sudi  statemoits  within  ten  days  from  date  of  such  demand 
shall  be  a  sufficient  cause  for  the  cancellation  of  this  agreement,  and 
a  demand  for  the  return  of  the  consigned  goods. 

"It  is  further  agreed  that  the  proprietor  will  cause  each  retail 
package  of  its  goods  to  be  identified  by  a  number  and  said  consignee 
herdi>y  agrees  to  furnish  the  said  proprietor  full  reports  upon  proper 
cards  or  blanks  fumiidied  by  said  proprietor  of  the  disposition  of 
each  dosen  or  fraction  of  such  goods  by  means  of  the  identl^ring  num- 
bers, specifying  the  names  and  addresses  of  the  retail  agents  to  whom 
such  goods  have  been  delivered  and  the  dates  of  such  delivery,  and 
to  send  such  mportB  t»  said  proprietor  at  least  semi-monthly,  and  at 
any  other  time  on  the  reonest  of  said  proprietor. 

"  It  is  understood  and  agreed  between  the  parties  hereto  that  the 
comndesions  hertfn  specified  shall  not  be  consid^ed  as  earned  by  said 
consignee  upon  any  goods  of  said  proprietor  which  shall  have  beai 
d^Tored  to  dealers  not  authorised  agents  of  said  pit^rietor,  as  per 
list  of  [878]  such  agents^  or  upon  any  goods  whose  disposition  by 
said  consignee  diall  not  have  been  properly  reported  as  herein  pro- 
vided, or  sold  at  priees  less  than  the  prices  authorised,  and  that  said 
consignee  shall  not  credit  any  such  commissions  when  making  re- 
mittances on  consignment  account  provided  notice  has  been  given 
by  said  proprietor  that  such  commissions  are  unearned;  and  that  if 
such  unearned  commissions  liave  been  deducted  by  said  consignee 
in  making  advance  payments  or  monthly  remittances  on  account  they 
shall  be  charged  back  to  said  consignee  and  credited  and  paid  to  said 
proprietor.  It  is  understood  tliat  violaticm  or  nonobservance  of  any 
provision  hereof  by  the  consignee  shall  make  this  agreement  termi- 
nable and  all  xaunikl  goods  returnable  at  the  option  of  the  proprietor. 

**  It  is  ngntA  that  the  goods  of  said  proprietor  shall  be  sold  by  said 
consignee  on^  to  the  said  retaU  or  wholesale  agents  of  said  proprietor, 
as  per  list  fumiriied,  at  not  less  than  the  fbUowing  prices,  to-wit: 

''Medidnei^  of  whidi  the  retaO  price  is  $1;  $8  per  doaen. 

"Medicines  (if  any)  of  whidi  the  r^aU  price  Is  50  cents;  $4  per 


*  Medidnes,  of  which  the  retail  price  is  25  cents ;  |2  per  dosen. 
**Provlded,  that  said  consignee  may  allow  a  cash  discount  not  ex- 
ceeding 1  per  cent,  if  paid  within  ten  days  from  date  of  invoice,  and 
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ttat  wli«ii  MlM  at  o«ie  tha^  and  at  one  Inrolea,  aaioimt  to  flS  or 
morop  tbe  aald  consignee  may  allow  8  per  cent  trade  discount,  and  If 
said  porcbase  amonnts  to  $50  or  more,  S  per  cent  trade  dlsconnt,  all 
withont  cost  to  the  proprietor,  and  if  sodi  |60  (joantity  shall  be 
shipped  direct  to  the  retail  purchaser  from  the  laboratory  of  said 
proprietor,  on  the  order  from  said  wholesale  distribnting  agent,  freight 
win  be  prepaid  by  the  proprietor,  but  not  otherwise. 

[879]  "  This  contract  will  take  effect  when  the  original,  duly  signed 
by  the  consignee,  has  been  received  and  accepted  by  The  Dr.  Miles 
Medical  Oompany,  at  Elkhart,  Indiana. 

•*  Done  under  our  hands ,  A.  D.  1007, 

"  Fill  in  date  en  aboye  line. 

*'Thb  Da.  Miles  Medical  Cokfant. 
•• ,  Wholesale  Dealer. 

^  Sign  your  name  oa  above  line. 

**  Original.    Return  in  enclosed  oivelope'' 

And  written  contracts  were  required  with  all  retailers  of 
your  orator's  said  proprietary  ren^ies,  medicines  and  cures, 
as  follows: 

''BETMXi  agerot  coimAc*. 

^  The  Dr,  Miles  Medical  Company, 

*^  This  agreement  betweea  The  Dr.  MOes  Medical  Company  of  EHk- 

hart,  Indiana,  and ,  of ^  Retailer's  name  on  above 

line.    Town.    Stata    Hereinafter  referred  to  as  retail  agent,  wlt- 

^  AnOINTEll    AGBIIT. 

''  The  said  Dr.  Miles  Medical  Oompany  hereby  appoints  said  retail 
dealer  as  one  of  the  retail  distributing  agents  of  its  proprietary  medi- 
cines and  agrees  that  said  retail  agent  may  purchase  the  proprietary 
medicines  manufactured  by  said  Dr.  Miles  Medical  Company  (each 
retail  package  of  which  the  said  oompany  will  cause  to  be  identified 
by  a  number)  at  the  following  prices,  to  wit : 

**  WHOLESALE   PBIOES. 

**  Medicines,  of  which  the  retaU  price  Is  |1 ;  $8  per  dosen. 

** Medicines,  of  Whidi  the  retail  price  is  00  cents;  ^  per  dosm. 

^Medicines,  of  wbl^  the  retaU  price  is  26  cents;  $2  per  docoi. 

**  vgajLvrm  nsoouvt. 

^Provided  that  when  purchases  at  one  time  and  on  one  invoice 
amount  to  $15  (or  more),  wholesale  dis[880]tributing  agwts  are 
authorised  to  allow  S  per  cent  trade  discount;  If  such  purchiM^ 
amounts  to  S60  (or  more)  5  ner  cent  trada  dJaronnt  wlU  be  allowed, 
•ad  if  such  $50  quantity  be  shipped  direct  to  the  purchaser  from  the 
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wbolMala  ageat,  trel^t  w<tt  be  pfff«l#,  iHit  A^t  •OitnriM, 

''ruu.  raioB. 

**&!  eoiudderatloifr  wiiggeof  Mid  retail  aireiit  afreee  ta  ne  ease  te 
adl  er  tarnlflli  the  aaid  ptoprletarj  medksliMB  to  mar  |mmod«  ^ina 
or  eorpoimU<Hk  whatmrnifpt,  at  leas  tbaa  tbe  jCiiU  reUU  pfloa  aa  prtuM 
cm  the  paduigea,  without  reductk>«  tor  quantity;  and  aaid  retail  ageat 
further  agrees  not  to  sell  the  said  proprietary  mediclnee  at  any  price 
to  wholesale  or  retail  dealers  not  accredited  agenta  of  the  Dr.  Milea 
Medical  Company* 

•  nouLTiosr. 

^  It  is  fmher  agreed  between  the  parties  herete  that  the  giTlng 
of  ai«y  article  of  valae^  or  the  making  of  any  cenceapton  tar  meana  of 
trading  stampe,  cash  register  coupons,  or  otherwise^  for  die  purpoae 
of  reducing  the  price  above  agreed  upon  shall  be  considered  a  viola- 
tion of  this  agreement,  and  further  it  is  agreed  between  the  parties 
hereto  that  the  Dr.  Miles  Medical  Company  will  sustain  damage  In 
the  aoa  of  twcnty-Uve  didlars  ($96)  for  each  violatteii  of  any  pfo- 
▼isloa  of  tills  agreement;  it  beitg  otherwise  ivipoaslblo  to  fx  tile 
measure  of  damage. 

"niis  contract  win  take  effect  when  a  duplicate  tliereof,  duly 
signed  by  the  retail  agent,  has  been  received  and  approved  by  The 
Dc  Miles  Company,  at  its  office  at  Slkhart,  Indiana. 

'^Done  under  our  hands -—— ^-v  A.  D.  1907. 

"  Fm  hi  dite  on  abo^  Ihie. 

"  Tax  Da.  Mn^  Msnc^  Oommakx, 
** 9  BeiaU  Deahr, 

**  Sign  ypur  name  on  above  line  in  ink. 
[tSl]  ''To  retail  deader: 

"  Paste  printed  label,  giving  name  and  address,  that  yoor  niune  OMiy 
bo  oorrecUy  lUMU 

''DupUcatei    Keep  tor  tnfoifinco.'' 

Ab  an  aid  to  the  mainteiiflnee  of  tb6  prices  tibua  fixed  0^ 
eompaaj  dcrriaed  a  vyBbsm  for  traeii^  and  identifying, 
throngh  serial  numbers  and  <Arda,  each  whologale  and  retail 
package  of  its  prodnota. 

It  was  aUeged  tliat  all  wholesale  and  retail  draggists,  ^  and 
an  dealers  in  proprietary  medicines,'*  had  been  given  full 
oppottimitj,  witliout  discrimination,  to  sign  contracts  in 
the  form  stated,  and  that  sadi  eontraots  were  in  force  be^^ 
tween  the  com^dnant  ^  and  over  four  hnndred  jobbers  and 
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whoknhn  and  tweaty-fire  thousand  letail  deakn  in  pro- 
prietary medieiDes  in  the  United  States." 

The  defendant  is  a  Kentucky  corporation  conducting  a 
wholesale  drug  business.  The  bill  alleged  that  the  defend- 
ant had  farmerly  dealt  with  the  complainant  and  had  full 
knowledge  of  all  the  facts  relating  to  the  trade  in  its  medi- 
cines; that  it  had  been  requested,  and  refused,  to  oiter  into 
the  wholesale  contract  required  by  the  complainant;  that  in 
the  city  of  Cincinnati,  Ohio,  where  the  defendant  conducted 
a  wholesale  drug  store,  there  were  a  large  nombw  of  whole- 
sale and  retail  druggists  who  had  made  contracts,  of  the  sort 
described,  with  the  complainant,  and  kept  its  medicines  on 
sale  porsoant  to  the  agreed  terms  and  oonditicma.  It  was 
charged  that  the  defendant,  ^  in  combination  and  conspiracy 
with  a  number  of  wholesale  and  retail  dealers  in  drugs  and 
proprietary  medicines,  who  have  not  entered  into  said  whole- 
sale and  retail  contracts  ^  required  by  the  complainant's  sys- 
tem and  solely  for  the  purpose  of  selling  the  remedies  to 
dealers  ^  to  be  advertised,  sold  and  marketed  at  cut-rates,'' 
and  ^^  to  thus  attract  and  secure  custom  and  patronage  for 
other  merchandise,  and  not  for  the  purpose  of  making  or 
receiving  a  direct  money  profit "  from  the  [S82]  sales  of  the 
remedies,  had  unlawfully  and  fraudulently  procured  them 
from  the  complainant's  ^wholesale  and  retail  agents"  by 
means  ^of  false  and  fraudulent  representations  and  state- 
ments, and  by  surreptitious  and  dishonest  methods,  and  by 
persuading  and  inducing,  directly  and  indirectly,"  a  viola^ 
tion  of  their  contracts. 

It  is  further  diarged  that  the  de&ndant,  having  procured 
tiie  remedies  in  this  manner,  had  advertised  and  sold  them 
at  less  than  the  jobbing  and  retail  prices  established  by  the 
complainant;  and  that  for  the  purpose  of  concealing  the 
source  of  supply  the  identifying  serial  numbers,  which  had 
been  stamped  upon  the  labels  and  cartons,  had  been  obliter- 
ated by  the  defendant  or  by  those  acting  in  collusion  with 
the  defendant,  and  the  labels  and  cartons  had  been  mutilated 
thus  rendering  the  list  of  ailments  and  directions  for  use 
illegible,  and  that  the  remedies  in  this  condition  were  sold 
both  to  the  wholesale  and  retail  dealers  and  ultimately  to 
buyen  for  use  at  cut  rates. 
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The  bill  prayed  for  «n  injunction  restraining  the  de- 
fendant from  inducing  or  attempting  to  induce  any  psxtf 
to  any  of  tiie  said  ^^  wholesale  or  retail  agency  ocmtracts'' 
to  ^  violate  or  break  the  same,  or  to  sell  or  delirer  to  the  de- 
fendant, or  to  any  person  for  it  ^  the  complainant's  remedies ; 
from  procuring  or  attempting  to  procure  in  any  way  any  of 
these  remedies  from  wholesale  or  retail  dealers  who  had 
executed  the  contrads;  from  advertising,  selling  or  offering 
for  sale  the  remedies  obtained  by  any  of  the  described  means 
at  less  ^than  the  estaUished  retail  price  thereof ''^  or  to 
dealers  who  had  not  entered  into  contract  with  the  com- 
plainant; from  in  any  way  obliterating,  mutilating,  remov- 
ing or  covering  up  the  labels  and  cartons  upon  the  bottles 
containing  the  remedies  and  from  making  sales  witiiout  such 
labels  and  cartons,  and  the  letter  press  and  numerals  thereon, 
being  intact    There  was  also  a  prayer 'for  an  accounting. 

[t88]  The  defendant  demurred  to  the  bill  generally  for 
want  of  equity  and  also  specially  to  that  portion  of  the  bill 
whidi  related  to  the  mutilatioa  and  destruction  of  the 
identifying  numbers  and  labels. 

The  Oircuit  Court  sustained  the  demurrers  and  dismissed 
the  bill  and  its  judgment  was  aflSrmed  by  the  Circuit  Court 
of  Appeals. 

Mr.  Frank  F.  Beedj  with  whom  i£r.  Edward  8.  Bogen 
was  on  tbe  brief,  for  petitioner: 

The  wholesale  contracts  are  agency  contracts  and  not 
contracts  of  sale. 

Under  eadi  ccmtract  between  petitioner  and  wholesale 
dealers  the  remedies  are  in  terms  and  in  fact  consigned  to 
such  wholesaler  as  a  distributing  agent  The  wholesaler  is 
designated  as,  and  is  actually  made,  an  agent  Hence,  eadi 
sale  to  a  retaikr  is  a  sale  bfr  petitioner  through  its  agent 
The  arrangement  between  petitioner  and  eadi  wholesaler 
is  clearly  one  of  bailment  and  not  of  sale  or  conditional  sale. 
MUbum  Co.  V.  Peak,  89  Texas,  209;  84  S.  W.  Rep.  102; 
WiOoom  dk  Oibhs  Co.  v.  Swing ,  141  U.  S.  627;  York  Mfg. 
Oo.  V.  OasseUy  201  U.  S.  844;  Me^opoUtan  Bank  v.  Benedict 
<7o^  74.  Fed.  Bep.  182;  AOae  Gla$$  Oo.  v.  BaU  Bros.  Co.,  87 
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F^  Bep.  418;  A#  <7a»,  }90  F#cL  Sep.  64;  £0  FUmden,  184 
Fed.  Eep.  660;  ^ri^^  ▼.  Filter,  W  Fei  Eep.  773;  M  iv 
/'oUofh  Ul  Fed.  Bep.  M^;  /n  iv  UcQehM,  IW  Fed.  Bep. 
998;  i^miiMm  v.  iSfAtni^A^cm  TFo^m  C7o.,  IfiS  Fed.  Bep.  867; 
CwbUi  Bngm  Co.  y.  Riomi,  169  Fed  Bep.  936;  TFeM^  ul. 
TF^d  Oo.  y.  YamtwFy^  171  Fed.  Bep.  376;  ;8WI^  Ar^.  <7^. 
y.  RyMm  Oo^  16«  Fed.  Bep.  1;  MoOM<mgk  y.  i^<;»r^,  4 
W.  &  S.  (Pa.),  177;  TFo^A  OoMe  Co.  y.  Fo^trtk  St.  Bank, 
194  Fa.  St.  636;  Oafmon  Coal  Co.  y.  Taggmrt^  1  Colo.  A^p. 
69;  Ftni  NiOianal  Bank  y.  SoJmem,  Emr.,  1^  lUmoie,  678; 
BwUor  y.  Chtrdon^  88  HI  App.  464;  Zms  y.  H4simso9^  148 
niioois,  698;  Bay1i$$  y.  Z>atri9,  47  Iowa,  840;  Norton  y. 
i^e^M^fc,  97  Iowa,  664;  {884]  66  N.  W.  Bep.  780;  EUridge 
V.  Bemon^  61  Maasachueetts,  483;  Hatch  y.  MoBrien^  88 
Miohigan,  169;  47  N.  W.  Bep.  214;  Olney  y.  Vm  Housm^  8 
Thomp.  ft  C.  318;  EhpeU  y.  (7Mn  (N.  J.),  46  At}.  Bep.  680; 
Lambath  Rope  Co.  y.  Briffhamy  170  Maesachoaetta,  618; 
Monitor  Mfg.  Co.  y.  /one«,  96  Wiseoiisin,  619;  Rsaper  Co, 
y.  Raynor,  is  Wisoonsm,  119 ;  Burt&n  y.  OooJkpe^^  69  HU- 
nois,  287;  Walker  y.  ^u^^mccib,  106  Maaaacbuaetts,  287; 
Cordagt  Co.  y.  Svm^  44  Ntibraaka,  148;  62  N.  W.  Bep.  614; 
BhKtm,  y.  £<7A<9f,  160  XJ.  S.  312;  ^oZc^t^^  y.  N(sUomI  R%ib- 
her  Co.^  18  B.  I.  338;  27  Atl.  Bep.  607;  Bwmee  Safe  Co.  v. 
Tohaceo  Co.,  38  W.  Va.  168;  18  S.  E.  Bep.  482;  National 
Bank  y.  Oooiyear,  90  Georgia,  711;  1§  S.  E.  Bep.  962;  Mo- 
Une  Plow  Co.  y.  Rodgers,  68  Kanaaa,  748;  37  Pac.  Aep.  Ill; 
Fleet  y.  Hertz,  201  Illinois,  694;  Re  Columbus  Buggy  Co., 
148  Fed.  Bep.  889;  Re  Smith  dk  Nixon  Piano  Co.,  149  Fed. 
Bep.  111.  Hartman  y.  /.  D.  Parke  Co.,  146  Fed.  Bep.  388; 
158  Fed.  Eep.  24;  WeTJle  y.  Abraham,  146  Fed.  Bep.  190; 
Dr.  Miles  M.  Co.  y.  Jayne  Drug  Co.,  149  Fed.  Eep.  838,  were 
sales  to  jobbers  and  r^ale  by  the  jobber  to  the  retailer  and 
distinguished  from  this  case. 

Petitioner  may  lawfully,  through  wholesale  agenta,  im- 
pose terms  and  conditions  upon  retail  buyers  as  to  price  and 
sale.  There  is  no  restraint  of  trade  in  agency  omtraeta, 
whatever  restrictions  may  be  imposed  upon  the  i^;ent. 

The  principal  controls  the  agent  Riee  y.  Brook,  SO  Fed. 
Eep.  611,  618;  Weed  r.  AdafM,  87  Connecticiit,  878,  880; 
Barksdale  v.  Brown,  1  Nott  &  McC.  517, 519;  Seott  y.  Rogers, 
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AM).  Dec  167, 15»;  Field  r.  Fariinffion,  10  WaH.  141, 149; 
Brawn  v.  McOrm^  14  Pet  4T»;  Cotton  r.  SOler,  52  Miads- 
sippi,  7,  18;  tTnt^m  Hardiloai*e  Go.  v.  Plume  <fe  APwood  <7o., 
58  Connecticut,  219;  TF«Z«A  t.  TFtik?  JITtB  Co.,  89  Texas,  658; 
Weibdtdt  v.  Standard  Fashion  Co.,  80  IH,  App.  67;  W.  A. 
Wood  Co.  y.  Greenwood  Hardware  Co.,  75  S.  Car.  878; 
Keith  T.  Optical  Co.,  48  Arkansas,  [885]  188;  BoUer  r. 
Ott,  14  Kansas,  609;  Newdl  y.  Meyendorf,  9  Montana,  254; 
Pajrtie  V.  BaOway  Co.,  81  Tennessee,  507;  WkitweU  v.  To- 
&aco(>  Co.,  125  Fed.  Bep.  454,  461 ;  Arkansae  Brokerage  Co. 
V.  Dunn  db  PoweU  Co.,  173  Fed.  Rep.  899 ;  Bobison  v.  Teaas 
Pine  Land  Asm.,  40  S.  W.  Rep.  848;  Htmt  v.  Simonds,  19 
Missouri,  683,  586;  Butterick  Co.  r.  Base,  141  Wisconsin, 
588;  124  N.  W.  Rep.  647;  Butteriek  Co.  y.  FieJier,  208  Massa- 
chusetts, 122;  89  N.  E.  Rep.  189. 

Any  manufacturer  or  dealer  may  sell  or  refuse  to  sell 
at  pleasure,  and  may  &x  prices,  terms  and  conditions  arbi- 
trarily, dther  personally,  or  through  an  agent,  trhen  a  sale 
is  made;  and  proyisions  of  the  wholesale  contract  forbidding 
sales  except  to  accredited  retail  dealers  and  except  at  fixed 
prices  are  no  more  in  restraint  of  trade  than  the  refusal  of 
any  trader  to  deal  with  anyone  except  on  his  own  terms 
would  be,  or  the  refusal  to  sell  except  at  his  own  price  or  to 
deal  with  persons  who,  for  any  reason  or  for  no  reason,  may 
be  objectionable.  Payne  y.  Bailway  Co,,  81  Tennessee,  507 ; 
WMttoeU  y.  Tobacco  Co.,  125  Fed.  Rep,  454;  (7.,  C,  C.  dk 
St.  L.  By.  Oo.  y.  Jenkins,  174  Illinois,  898 ;  Live  Stock  Com. 
Co.  y.  Lvoe  Stock  Exchange,  143  Illinois,  210;  Tanenhaum 
y.  N.  T.  Fire  Ins.  Exeh.,  68  N.  Y.  Supp.  842;  CoUins  v.  Am. 
News  Co.,  69  N.  Y.  Supp.  688 ;  Hunt  y.  Simons,  19  Missouri, 
588,  686;  SchuUen  y.  Bavarian  Brewing  Co.,  96  Kentucky, 
224;  Baker  v.  Ins.  Co.  (Ky.),  64  S.  W.  Rep.  913;  McGune  y. 
Norwich  Gas  Co.,  80  Connecticut,  521,  624^  N.  Y.  C.  dk  St. 
L.  By.  Oo.  V.  Schaifer,  65  Oh.  St.  414;  Brewster  v.  MiUer, 
101  Kentuciy,  868;  AnJ^^rson  v.  Urdted  States,  171  V.  S. 
604;  Matthews  r.  Associated  Press,  186  N.  Y.  338;  32  TS.  E. 
Rep.  981 ;  Star  Publishing  Co.  y.  Associated  Press,  159  Mis- 
souri, 410;  People  y.  Klaw,  106  N.  Y.  Snpp.  341,  347;  Union 
Paoi^c  Coal  Co.  y.  United  States,  173  Fed.  Rep.  787. 
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.  PetitionerV  system  is  legal,  and  not  in  restraint  of  [8M] 
trade.  Petitioner  manufactures  medicines  under  secret  for- 
mulas which  are  its  exclusiye  property.  The  medicines 
themselves  embody  trade  secrets. 

Contracts  giving  the  exclusive  right  to  sell  the  product 
of  a  maker  in  a  certain  territory  are  valid.  Cases  9upra 
and  Roller  v.  Ott^  14  Kansas,  609;  NeweU  v.  Myendarfj 
9  Montana,  254;  28  Pac  Bep.  883;  Ohnstead  v.  DiHUUng 
Oo^  77  Fed.  Eep.  266;  In  re  Greene^  62  Fed.  104;  Ferris  v. 
American  Brew.  Co,^  165  Indiana,  639;  68  N.  E.  Bep.  701; 
Woods  V.  Hart^  60  Nebraska,  497;  Ward  v.  Hogan^  11  Abb. 
N.  S.  478;  PaJmer  v.  Stebbins^  8  Pick.  188;  Anheueer-Bueeh 
Assn.  V.  Houck^  27  g.  W.  Rep.  692;  Fuqua  v.  Pahsi  Brew. 
Co.,  86  S.  W.  Rep.  479;  Hintck  v.  Wright,  77  Mississippi, 
476;  Vandeweghe  v.  American  Brew.  Co.,  61  S.  W.  Rep. 
626;  Gates  v.  Hooper,  90  Texas,  663;  Norton  v.  Thomas,  99 
Texas,  678;  Clark  v.  Wire  Fence  Co.,  22  Tex.  Civ.  App.  41. 

Contracts  for  exclusive  dealing  in  articles  are  valid. 
Cable  News  Co.  v.  Stone,  16  N.  Y.  Supp.  2;  Whi^M  v. 
Continental  Tob.  Co.,  126  Fed.  Rep.  464;  Brown  v.  R<nafkr 
saveU,  78  Illinois,  689;  Clark  v.  Crosby,  37  Vermont,  188; 
Shade  BoUer  Co.  v.  Cushman,  143  Massachusetts,  868; 
Blauner  v.  TfiZZiam^  Co.,  36  Mississippi,  173 ;  Photographic 
Co.  V.  Grocery  Co.,  108  S.  W.  Rep.  768. 

Contracts  restricting  the  distribution  or  use  of  prop- 
erty are  legal.  Phillips  v.  lola  Cement  Co.,  126  Fed*  Rep, 
693;  Meyer  v.  Estes,  164  Massachusetts,  467;  Crystal  Ice  Co. 
V.  Brewing  Assn.,  8  Tex.  Civ.  App.  1;  Bancroft  v.  Em- 
bossing Co.,  72  N.  H.  402;  Twomsy  v.  People*s  Ice  Co^  66 
California,  233;  Schwcien  v.  Holmes,  49  California,  666; 
fl^cwisrc  V.  Sloan,  107  N.  Y.  244;  Kellogg  v.  Larkin,  8  CSiand- 
ler  (Wis.),  133;  Lanyon  v.  (?arrf<5n  C%  5and  (7^.,  223  Illi- 
nois, 616;  Leslie  v.  LoriUard,  110  N.  Y.  619. 

Contracts  for  the  entire  output  of  a  plant  are  valid. 
Carter-Crume  Co.  v.  Peurrung,  86  Fed.  Rep*  439;  Heim- 
buecher  v.  Goff  Co.,  119  HI.  App.  3^3;  Over  v.  Foundry  Co., 
[887]  37  Ind  App.  462;  Van  Marter  v.  Babcoek,  28  Barb. 
683 ;  Hodden  v.  Dimmick,  81  How.  Pr.  196. 

Restrictions  on  prices  are  valid.  Clark  v.  Frank,  17  Mo. 
App.  602;  Commonwealth  v.  (7rftn«^ea^,  111  Eentucby,  208; 


Digitized  by  VjOOQIC 


MBDIQAIi  00.  i;.  jr.  D.  PABK  A  80KB  00.  18 

Afs^uncKit  ftir  Petlfloiicff. 

fflUman  r.  Ccarrmgton  (1901),  2  Ch.  275;  84  L.  T.  (N.  8.) 
868;  Wahk  y.  Dwight,  68  N.  Y.  Supp.  91;  RakemofMi  y. 
Biverbank  Imp.  Co.y  167  Massachusetts,  1;  Weiboldt  r. 
Standard  Fashion  Co.,  80  111.  App.  87. 

Trade  secrets  and  articles  embodying  them  are  property 
monopolies  and  contracts  relating  thereto  not  within  the 
restraint  of  trade  rule. 

This  absolute  dominion  over  and  monopoly  in  inventions, 
discoveries  and  writings  is  the  foundation  of  the  patent  and 
copyright  laws  and  has  been  so  declared  in  a  long  series  of 
cases.  Press  Publishing  Co.  v.  Monroe^  78  Fed.  Rep.  19«; 
Hdhnes  v.  Ewn*^  174  U-  S.  82;  MiRaT  v.  Taylw^  4  Burr. 
2308;  Jefreys  v.  Boosey^  4  H.  L.  C.  920;  Dvke  of  Queens- 
bury  V.  Shebbare^  2  Eden,  829;  Prince  Albert  v.  Strange^ 
1  MacN.  A  G.  26;  S.  <7.,  18  L.  J.  Ch.  120;  Bartlette  v.  Orit- 
tenden,  4  McLean,  SOO;  Abemethy  v.  Hutchinson^  8  L.  J. 
(O.  8.)  209;  Donaldson  v.  Beckett,  2  Br.  Par.  Cas.  129; 
Pope  V.  OutI^  2  Atk.  842;  Caird  v.  Sime,  L.  R.  12  App.  C. 
828;  Palmer  v.  DeWitt^  47  N.  T.  682;  Thompkins  v.  HaOeck, 
188  Massachusetts,  82. 

To  control  the  sale  and  prices  of  his  own  product  by  a 
manufacturer  is  valid  and  lawful  when  the  article  is  made 
and  sold  under  letters  patent  or  copyright.  Patent  cases: 
Bement  v.  National  Harrow  Cd.,  186  U.  8.  70;  National 
Phonograph  Oo^  Ltd.^  v.  Edison  Bell  Oo,  (1907),  L.  R.  1 
Ch.  385;  98  L.  T.  R.  291;  Consolidated  Seeded  Raisin  Oo. 
T.  Ori^  126  Fed.  Rep.  864;  Button  Co.  v.  Eureka  Spe- 
cialty Co..,  77  Fed  Rep.  288;  Phonograph  Go.  v.  Kaufmann^ 
105  Fed.  Rep.  960;  Phonograph  Co.  v.  Pike,  116  Fed.  Rep. 
868;  Cortelyou  v.  Lowe,  111  Fed.  Rep.  1006;  Dickerson  v. 
Matheson,  67  Fed.  Rep.  624;  Bonsack  Machine  Co.  v.  Smith. 
70  Fed.  Rep.  888;  Bowling  v.  faylor,  40  [888]  Fed.  Rep 
404;  Dickerson  v.  Tinting,  84  Fed.  Rep.  192;  Butteriek  Co. 
T.  Rose,  141  Wisconsin,  588;  Shade  Roller  Co.  v.  Cushman, 
143  Massachusetts,  358;  9  N.  E.  Rep.  629;  Ghie  CoJy.  Russia 
Cement  Co.^  154  Massachusetts,  92;  Good  v.  Cordage  Co., 
121  N.  Y.  1;  Machine  Co.  v.  Morse,  163  Massachusetts,  78; 
Oortelyou  v.  Johnson,  138  Fed.  Rep.  110;  Bancroft  v.  Union 
Embossing  Co^  7iK.U.  402;  HuUey.  Bonsaeh  Maehme  Oo^ 
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65  Fed.  Bep,  8W;  Ffc^  (7#.  v.  TA^  i^oir,  128  Fed.  Bap.  «24; 
Phonograph  Cxk  v.  Schlegely  128  Fed.  Bep.  733;  TTAi^m  v. 
CohmbiA  Oo.^  18  App.  D.  C  525;  Buhber  Tire  Go.  v,  i7ifd- 
6^  TTor**,  142  Fed.  Rep.  681;  154  Fed-  Eqp.  868;  Indiana 
Mfg.  Co.  y«  C(»e  Co.y  154  Fed.  Bep.  366.  Copyright  cotes: 
Straus  V.  Am.  Pyb.  A$8n.^  177  N.  Y.  478;  Murphy  v.  P*w« 
^ir«n.,  56  N.  Y.  Supp.  597;  Newspaper  Assn.  y,  O^Gonwm 
Co.,  147  Fed.  Bep.  616;  Straus  v.  Am.  Pub.  Assn.,  194 
N.  Y.  638. 

The  methods  ol  manufacture  and  the  articles  made  under 
trade  secrets,  when  the  article,  as  here,  is  itself  a  secret  ar- 
ticle with  its  ingredients  and  their  proportions  unknown  and 
undisclosed  by  the  arti^e  as  sold  and  inspection  thereof, 
are  both  pr(^>erty  and  legal  monopolies.  Until  either  volun- 
tary disclosure  to,  or  lawful  discovery  by,  the  public  of  the 
secret  or  process  they  are  and  continue  to  be  protected  as 
monopolies.  PoweU  r.  Vinegar  Co.^  13  R.  P.  C.  286;  66 
L.  J.,  Ch.  Dir.  763;  (1896)  2  Ch.  69;  14  R.  P.  C.  720,  728; 
(1897)  A«  C.  710;  Peabody  v.  Norfolk,  98  Massachusetta, 
452;  Stewart  v.  Hook,  118  Georgia,  445.;  Tabor  v.  Hoffman, 
118  N.  y,  30;  EoAiman  Co.  v.  Beichenbach,  20  N.  Y.  Supp. 
110;  Simmom  Co.  v.  Waibd,  1  So.  Dak.  488;  National  Tube 
Co.  V.  Eastern  Tube  Co.,  18  a  C3ir.  Dec  469,  471;  Board  of 
Trade  v.  Christie  Co^  198  U.  S.  286;  Board  of  Trade  y. 
Gelia,  145  Fed.  Rep.  28;  SUme  v,  Goss  (N.  J.),  65  Atl.  Rep. 
786;  Thum  v.  Tloes^ynsH,  114  Michigan,  14fi;  WestervOt 
y.  NaUonai  Paper  Co.,  154  Indiana,  673;  Salomon  r. 
[8891  Hertz,  40  N.  J.  Eq.  400;  S.  C,  2  AtL  Rep.  379;  Grand 
Bapids  Wood  Co.  ▼.  3att,  152  Michigan,  132;  Extracting 
Co,  V.  Keystone  Co.,  176  Fed.  Rep.  830;  Sanitas  Nut  Foqd 
Co^  V.  Gemer,  184  Michigan,  870 ;  Detinning  Co.  v.  Am.  Can 
Co.,  67  N.  J.  Eq.  243;  Tof^  Iron  <&  Steel  Co.  v,  Nichols. 
70  N.  J.  Eq.  541;  Nationcl  Gum  Co.  v.  Braendly,  51  N.  Y. 
Supp.  98;  Harvey  Co,  v.  Drug  Co.,  77  N.  Y.  Supp,  674; 
Pressed  Steel  Car  Co.  y.  Standard  Steel  Car  Co.,  210  Pa. 
St  464;  Eastern  Extracting  Co.  y.  Greater  N.  T.  Ex.  Co., 
UO  N.  Y.  Supp.  738;  Union  Switch  xfi  Signei  Go.  t.  Spevry, 
169  Fed.  B^,  926.;  Wiggms  Sons  Co.  y.  Ce^tt-ArJ^ap  Co^ 
WeF«i»ep.l6a 
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Mr.  AUon  B.  Parker,  with  whom  Mr.  WiOkm  J.  Shrwder 
was  on  the  brief,  for  respoBdent: 

The  kgU  effect  of  the  eontniete  between  pfiiti«ner  and 
wholesale  drag  dealers  and  jobbers  is  that  of  a  ocmtraet  of 
sale.  Tke  Peoria  Mfg.  Co.  t.  Lyims,  Ifia  Illinois,  427 ;  SwoeU 
Sen  dk  Co.  v.  Bwdor  Tr.  H  aL^dSi  Virginia,  815;  0mm  ▼. 
Ohmiiersy  138  App.  DiT.  (N.  Y.)  398,  ail'd,  196  N.  Y.  58a; 
Voder  y.  Bawarthy  57  Nebraska,  150;  ifar»b  y.  Tc^ioM?  Co., 
48  Nebraska,  897;  Powder  Co.  y.  HUderbrandy  187  IndiaoA, 
48B;  iSfendre dk  Oe^y.  Eeon,  38  N.  Y.  Supp.  T9  ArlntMe Bros. 
r.  EirhpmMch  S  C&.,  98  Teonessee,  331;  Arbudde  Bros.  ▼; 
OaUe  <b  Broijm,  96  Virgiiiia^  803;  WSiiame  y.  Tobaeo&  Go^ 
31  Tex.  Ciy.  App.  686;  jfiWZZJiv  ▼•  ^r&tidkltf  £fM^  104 
GecNigia,  863;  NanDOfian  Plow  Co.  y.  Clerky  103  Iowa,  81; 
De  Krmf  y.  FUemat^  180  Midii^an,  IS. 

The  eoiitraefe  is  not  one  of  agency.  The  petitieoer  has  no 
peediiar,  speciii  or  oxelusiye  right  in  the  articles  nmnnlae^' 
tmed  by  it,  waitanting  it  to  carty  out,  with  reference  to  the^ 
sale,  a  plan  or  sdieme  whieh  would  otherwise  be  invalid  and 
illegal.  MercaiMe  Ageney  v.  Jewders*  Pub.  Co.,  156  N.  Y. 
341;  Lmrrowe  v.  O^LawgUmy  88  Fed.  Bep.  896. 

[I9#)  The  atbesupt  of  the  petiti(»Mir  in  this  case  is  nmni* 
fflstly  not  only  to  itequire,  withoui  takmg  out  a  patent,  ri^its 
whidi  are  only  giyen  under  the  patent  sad  c^yrigfa^  lawsi 
bat  to  do  that  wifthout  complying  with  the  c<»idition  on  which 
alone  such  right  can  be  obtained  under  such  laws,  to^wit :  the 
abandonment  of  the  right  after  a  fixed  period  of  time.  It  is 
an  atteiopt  to  maintain  a  sdbeme  to  give  it  fbr  asfi  nnlknited 
period  of  time,  br  f/b^  nil  time  to  come,  a  right  Which  the 
contts  haye  uniformly  held  can  only  be  obtained  for  a  limited 
period  of  time,  under  the  imtent  nsA  copyright  laws.  Stioh 
ar  scheme  is^  in  the  absence  of  special  ri^it,  illegal  and  un* 
hiwfoL  Wheoikmy.  Pet;^rey1iVfk.Sil%  B^mewiT.Herrofm 
Omnpetnjfj  18»  U.  &  70;  EAUon  y.  Ke/f$fmmi^  105  Fed.  Bap. 
960;  Edmm  y.  Pike,  116  Fad«  Bep.  868;  ViHor  Tolhing 
MeoAine  Co.  ^.  The  Pair,iSi  F^ed  Bep^  484;  P^r^  y«  N.  W^ 
D.  il.,  ITS  N.  Y.  1;  8^r(»jM  t.  Am.  PvUOMmrf  A$m.,  177 
N.  Y.  498;  €hmi^mHn  y.  Crme^  160  Hassaoh«aette,  6&{  V^ 
ofl*  P^m/ffder  Co*  r.  B»cnie$.Powd0r  €di^  96  California,  51(^; 
rs<i«lPirfoty.g^l<»ll(>WiW3PBui, #41; PetOmit  VttGoimCe. 


Digitized  by  VjOOQIC 


16  220  TTKXTBD  8TATB8,  80L 
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▼.  Burkey^  22  Tex*  CSv.  Apps.  281;  /^«»  Pressed  Steel  0&.  r. 
iScAo^  77  Fed.  Eep.  29;  TFoZfA  ▼.  D'wigU^  40  App^  Div. 
618;  EUiman  v.  Oarrmgtan  (1901),  2  Chan.  275;  Beaton  Ac. 
Co.  Y.  Eureka  Specialty  Oo.^  77  Fed.  Rep.  288, 

That  a  patentee  may  make  a  contract  whidi  is  lawful  at 
common  law  does  not  warrant  the  cony^se  of  the  proposition, 
i.  0.,  that  persons  having  only  common-law  rights  can  make 
a  contract  warrantable  only  under  the  patent  and  copyright 
laws. 

The  control  which  the  petitioner  is  attempting  to  main- 
tain oyer  the  subsequent  trade,  by  its  yendees,  in  the  goods 
manufactured  by  it,  is  in  general  restraint  of  trade  and  is 
therefore  unlawful  at  common  law. 

A  restraint  of  trade  may  affect  the  public  directly,  or  the 
interests  of  the  parties  to  the  contract  cmt  agreement  directly, 
and  the  public  only  indirectly.  2  Parsons  on  [891]  Con- 
tracts, 7th  ed.,  887;  Alger  y.  Thatcher j  19  Pick.  61;  Powle  r. 
Park^  131  U.  S.  88;  Central  Tranep.  Co.  y.  Pullman  Car  Oo^ 
189  U.  S.  24,  68;  Yickery  y.  Wdch,  19  Pick.  623;  United 
States  y.  Addystan  <6c.  Co.,  85  Fed.  Rep.  271. 

The  system  established  and  maintained  by  the  petitioner 
controls  the  entire  trade  in  the  articles  manufactured  by  it 
and  is  necessarily  a  general  restraint  of  the  trade  in  the 
articleB  in  question. 

In  OUver  y.  OHmore^  62  Fed.  Rep.  652;  Dolph  y.  Tray^  28 
Fed.  Rep.  523 ;  /n  r«  Greene,  62  Fed.  Rep.  104 ;  United  States 
y.  Nelson,  52  Fed.  Rep.  846;  Dueher  Watch  Go.  y.  Howard, 
66  Fed.  Rep.  861;  Olmstead  y.  DistiUing  Co.,  77  Fed.  Rep. 
266;  PkOlips  y.  lola  Cement  Co.,  126  Fed.  Rep.  693;  Knapp 
y.  Jarvis,  135  Fed.  Rep.  1008;  Oregon  y.  Cha^ee,  156  Gali- 
fomia,  611;  yfalsh  y.  Dvnght,  40  App.  Diy.  619;  Garst  r. 
Harris,  177  Massachusetts,  72;  and  Garst  y.  Charles,  181 
Massadiusetts,  144,  the  courts  held  the  contracts  not  imlaw*- 
ful  because  the  arrang^nent  did  hot  affect  the  entire  com* 
modity  or  the  right  of  others  to  engage  in  the  same  busi- 
ness and  hence  affected  in  no  Way  the  general  trade  in  the 
artides;  and  see  iilso  WhitweU  y.  Tohaceo  Co.,  126  Fed.  Rep. 
454;  Commonwealth  y.  Strams,  188  Massadiusetts,  §29; 
United  States  y.  JeHUoo  dke.  Oo^  46  Fed.  Rep.  482;  Unitod 
at^tesy.  Coed  Dealers^  Assn.  i>f  Col.,  SS  F^.  Rep.  962 ;  Ohesa^ 
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;^Mft«  <i  OMo  Fuel  Cq.  lu  United  St^tk$,  Hi  F^  Sep.  Wi 
United  Staiee  ▼.  Addystan  dbe.  Oo^  85  FedL  Bi^.  271;  aff'd 
175  U.  &  21L 

For  oontracte  held  illegal  as  coostitutinc  or  tending  to 
create  a  inon<qpoly,  because  their  effect  was  to  contrpl  and 
reguliite  all  or  such  a  large  proportion  of  the  entire  trade  in 
an  article  of  commerce  as  to  affect  injuriously  the  puh^c. 
interefstey  see  Oraafme  v.  Carter^  92  Fed.  Bep.  479 ;  Uontagfue 
V.  Lowry,  115  Fed.  Rep,  27;  .S^,  C^  198  U.  S-  88;  <7fM«  v. 
McNeeley,  118  Fed.  Rep.  120;  Swift  dk  Co.  v,  Uvitcd  3iat»^ 
196  XJ.  S.  875;  aets  y.  F^denal  Salt,  Co.,  147  California,  1^5; 
Hunt  y.  Riverside  Club,  12  Det  Leg.  N.  264;  Oioen  [892.]  y, 
Brymij  77  N.  £.  Rep.  802;  Cl(mcy  v.  Orumdagu  <fk0.  Qi^  62 
Barb.  396;  Detoitt  Wire  Cloth  Co.  v.  A^.  /.  Wire  Cloth  Co,^ 
16  Daly,  529;  People  y.  Duke,  19  Misc.  (N.  Y.)  292;  Tuseo^ 
looea  Ice  Co.  y.  WiUiama^  127  Alabama,  110;  Finch  ▼•  (frumto 
Co^  187  Missouri,  244;  Charleeton  Co.  y.  Kanawha  Ca.^  5Q 
S.  Car.  876;  Lou>rj/  y.  TH^,  Mantel  d  Oraift  Asm.,  106  Fed. 
Rep.  88;  EWe  v.  Inmanj  181  Fed.  Bep.  182;  Ounminge  y. 
Union  Blue  Stone  Co.,  164  N.  Y.  401,  404;  Cohen  y.  Sn^ 
velope  Co.,  166  N.  Y.  292;  S<at  Co.  v.  Outhri^,  36  Oh.  8t. 
666;  Distilling  Co.  y.  Molonej/,  156  Illinois,  448;  State^  y. 
Standard  Oil  Co^  49  Oh.  St  137;  Peojde  v^  North  Sifter 
Sugar  Co.,  54  Hun,  345;  aff'd  128  N.  Y.  587;  Bishop  y.  Pre- 
servers^ Co.,  157  Illinois,  284;  Harding  y.  Olucose  Co.,  182 
Illinois,  551;  Chi^HJtgo  dke.  Coal  Co.  y.  People,  214  lUinoia. 
421 ;  Texas  Standard  OH  Co.  y.  Adone,  83  Texas,  650;  State 
y.  Armour  Co.,  173  Mis§K>uri,  356 ;  Santa  Clara  y.  Hayes^  76. 
California,  287;  Pacific  Factor  Co.  y.  Adler,  90  California, 
110;  Clelend  y.  Anderso9i,  66  Nebraska,  252;  Brovm  y. 
Jacobs,  115  Georgia,  429. 

The  restraint  petitioner  is  attemptioig  to  maiidiain  is,  ey^ 
if  partial,  unreasonable  and  therefore  unhwfuL  Pcn'ks  dk 
Sons  Y.  Hariman,  158  Fed.  Bep.  24, 41. 

Ute  oontrd  the  petitioner  is  attempting  to  maintivin  oyer 
the  entire  trade,  in  the  goods  manufaotnred  by  it,  and  the 
system  of  contracts  by  which  it  is  attempting  to  carry  out 
tiiat  purpose,  are  illegial,  under  the  proyisions  of  the  Sher- 
man A]^ti-:tni8t  Acl. 
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Its  goods  are  sold  to  the  wholesale  and  jobbing  druggists 
throughout  nearly  all  of  the  States  of  the  United  States. 
This  is  interstate  commerce.  Addyston  v.  United  States^ 
17B  U.  S.  211;  Montague  v.  Lotory,  193  U.  S.  88;  Swip  <Sb 
Oo.  V.  Umted  States,  196  U.  S.  876;  United  States  v.  Trams- 
Missouri  Freight  Assoeiation^  166  U.  S.  290;  and  see  Lowe 
V.  Lawlor,  208  U.  S.  274,  298. 

The  necessary  effect  of  granting  the  relief  would  be  to 
[S9S]  create  by  judicial  sanction  a  right  which  can  only 
arise  from  statute. 

The  relief  should  not  be  granted  because  its  effect  would 
be  to  aid  the  petitioner  in  carrying  out  that  which  is  un- 
lawful. Central  Transp.  Co.  v.  Pullman  Palace  Car  Co., 
139  U.  S.  24;  Gibls  v.  Gas  Co.,  130  U.  S.  896;  Teitas  dk  P. 
By.  Co.  V.  Southern  Pac.  Ry.  Co^  41  La.  Ann.  970;  Morris 
Run  Coal  Co.  v.  Barclay  Coal  Co.,  68  Pa.  St.  173;  Hooker  v. 
Vandewater,  4  Denio,  849 ;  Cummings  v.  Union  Blue  Stone 
Co.,  164  N.  Y.  401;  Emery  v.  Ohio  Candle  Co.,  47  Oh.  St. 
320;  2  High  on  Injunctions,  3d  ed.,  §  1106;  1  Pomeroy's  Eq. 
Jurisp.,  §§  402  et  seg. 

The  bill  does  not  set  forth  facts  entitling  the  petitioner 
to  relief  against  the  respondent 

The  mere  allegation  of  knowledge  on  the  part  of  the  re- 
spondent of  the  petitioner's  method  of  business,  is  not  suffi- 
cient to  warrant  the  relief  restraining  it  from  purchasing 
the  goods.  ApoUinaris  Co.  v.  Scherer,  27  Fed.  Rep.  18,  21 ; 
Sperry  v.  Hertzberg,  60  Atl.  Rep.  368;  Taddy  v.  Sterious 
(1904),  1  Ch.  Div.  254;  McOruther  v.  Pitcher  (1904),  2  Ch. 
Div.  306;  Garsf  v.  UaU,  179  Massachusetts,  588. 

The  mere  inducement  is  not  sufficient,  it  must  be  an  un- 
lawful inducement,  or  an  inducement  by  misrepresentation 
and  fraudulent  and  wrongful  means.  National  Phonograph 
Oo.  V.  Edison-BeU  Co.,  L.  R.  (1908)  1  Ch.  Div.  886, 862, 871 ; 
Benton  v.  Pratt,  2  Wend.  885;  Rice  v.  Manley,  66  N.  Y.  82; 
Angle  v.  Chicago  die.  Ry.  Co.,  161  U.  S.  1;  Garst  ▼•  HaU, 
179  Massachusetts,  688,  supra. 

The  facts  constituting  such  fraud,  wrongful  inducement 
and  unlawful  means,  must  be  averred.  Setzar  v.  WUson,  4 
Ired.  (N.  C.)  601;  McHenry  v.  Hazard,  46  Barb.  687;  Hofn- 
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tan  ▼•  Langan^  80  N.  T.  St  Rep.  828;  Butler  v.  Viele,  44 
Barb.  166;  Reed  v.  G^otu?  Co.,  47  Hun,  410;  Bank  v.  ^ocA- 
eeter,  41  Barb.  841;  Hffocm  v.  Libly,  44  N.  Y.  Superior  Ct 
12;  Benedict  v.  Dake^  6  How.  852,  358;  Davenport  v. 
[894]  Taussiffy  81  Hun,  568;  Hazard  v.  Griswoldy  21  Fed. 
Rep.  178 ;  Savings  Bank  v.  Supervisorsy  22  Fed.  Rep.  680. 

Petitioner  has  no  cause  of  complaint  because  the  respond- 
ent defaces  and  mutilates  the  labels  or  printed  matter  upon 
the  packages  which  it  purchases  and  owns. 

Mr.  Justice  Hughes,  after  making  the  aboye  statement, 
delivered  the  opinion  of  the  court 

Hie  complainant,  a  manufacturer  of  proprietary  medi- 
cines which  are  prepared  in  accordance  with  secret  formulas, 
presents  by  its  bill  a  system,  carefully  devised,  by  which  it 
seeks  to  maintain  certain  prices  fixed  by  it  for  all  the  sales  of 
its  products  both  at  wholesale  and  retail.  Its  purpose  is  to 
establish  minimum  prices  at  which  sales  shall  be  made  by  its 
vendees  and  by  all  subsequent  purchasers  who  traffic  in  its 
remedies.  Its  plan  is  thus  to  govern  directly  the  entire 
trade  in  the  medicines  its  manufactures,  embracing  inter- 
state commerce  as  well  as  commerce  within  the  States  re- 
spectively. To  accomplish  this  result  it  has  adopted  two 
forms  of  restrictive  agreements  limiting  trade  in  the  articles 
to  those  who  become  parties  to  one  or  the  other.  The  one 
sort  of  contract  known  as  ^Consignment  contract — whole- 
sale^  has  been  made  with  over  four  hundred  jobbers  and 
wholesale  dealers,  and  the  other,  described  as  '^  Retail  agency 
ecntrcu^t^  with  twenty-five  thousand  retail  dealers  in  the 
United  States. 

The  defendant  is  a  wholesale  drug  concern  which  has  re- 
fused to  enter  into  the  required  contract,  and  is  charged  with 
procuring  medicines  for  sale  at  *^cut  prices'*  by  inducing 
those  who  have  made  the  contracts  to  violate  the  restrictions. 
The  complainant  invokes  the  established  doctrine  that  an 
actionable  witmg  is  committed  by  one  who  maliciously  inter^ 
feres  with  a  contract  between  two  parties  and  induces  one 
of  them  to  break  that  contract  to  the  injury  of  the  other 
and  that,  in  ^  absence  of  an  ade[8W]quate  remedy  at  law, 
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equitable  relief  will  be  gpraatad.  Angle  ▼•  ChieagOy  St  Ptnd^ 
MirmeapoUs  dk  Omaha  HiohDay  Co.^  151  U.  S.  1 ;  Bittermoih 
r.  LouunnOe  dk  NaahviOe  BaOroadj  207  U.  S.  205. 

The  principal  questiiHi  is  as  to  tbe  validity  of  the  reatrict* 
ive  agreements. 

Preliminarily  there  are  opposing  coDtentiona  as  to  the 
construction  of  the  agreements^  or  at  least  of  that  made  with 
jobbers  and  wholesale  dealers.  The  complainant  insists  that 
the  ^  consignment  contract "  contemplates  a  true  consignment 
for  sale  for  account  of  the  complainant,  and  that  those  who 
make  sales  under  it  are  the  complainant's  agents  and  not  its 
vendees.  The  court  below  did.  not  so  construe  the  agreemant 
and  considered  it  an  effort  ^  to  disguise  the  wholesale  dealers 
in  the  mask  of  agency  upon  the  theory  that  in  that  character 
oDid  link  in  the  system  for  the  suppression  of  the  ^  cat  rate ' 
business  might  be  regarded  as  valid,''  and  that  under  this 
agreement  ''the  jobber  must  be  regarded  aa  the  geB«ral 
owner  and  engaged  in  aelliag  for  himself  and  not  aa  a  mere 
agent  of  another."    164  Fed.  Hep.  805. 

There  are  certain  allegations  in  the  bill  which  do  not  ae* 
cord  with  the  complainant's  argument.  Thus  it  ia  alleged 
that  it  ^  has  be«i  and  is  the  uniform  oustomt "  of  the  com- 
plainant *^  to  sell  said  medicines,  remedies  and  cures  to  job* 
hers  and  wholesale  druggists,  who  in  turn  sell  and  dispose 
of  the  same  to  retail  druggists  for  sale  and  distribution  to 
the  ultimate  purdtaser  or  oonsumer."  And  in  setting  forth 
the  form  of  the  agreement  in  question  it  ia  alleged  that  it 
was  ''  required  to  be  executed  by  all  jobbers  and  wholesale 
druggists  to  whom  your  orator  sold  its  aforesaid  remedies, 
medieines  and  curea."  It  is  further  stated  that  as  a  means 
of  maintaining  "said  list  of  prices,"  cards  bearing  serial 
identifying  numbers  are  placed  in  eaeh  package  of  remedies 
**'efoid  to  jobbers  and  wholesale  druggists."  But  it  is  also 
alleged  in  the  bill  that  under  Hie  provisions  [296]  of  the 
contract  the  title  to  the  medicines  remained  in  the  complain- 
ant "until  actual  sale  in  good  faith  to  retail  dealers,  as 
therein  provided." 

Turning  to  the  agreement  itself,  we  find  that  it  purports 
to  appoint  the  party  with  whom  it  is  made  one  of  the  com- 
plainaat's  "  wh<desale  distributing  agente,"  and.  it  ia  agraed 
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OiEt  the  complaittitfit,  as  propriety,  AhR  coamga  to  the 
agent  ^for  sale  ibr  the  account  of  said  proprietor''  meh 
goods  as  it  may  deem  necessary,  *^  the  title  thereto  and  prop- 
erty therein  to  be  and  remain  in  the  proprietor  absolutely 
until  sold  under  and  in  accordance  with  the  provisions  hereof, 
and  all  unsold  goods  to  be  immediately  returned  to  said 
proprietor  on  demand  and  the  cancellation  of  this  agree- 
ment." The  goods  are  to  be  invoiced  to  Hie  conmgnee  at 
stated  prices,  which  are  the  same  as  the  minimum  prices  at 
Which  the  consignee  is  allowed  to  sell.  It  is  also  agreed  that 
the  consignee  shall  *^  faithfully  and  promptly  account  and 
pay  to  the  proprietor  the  proceeds  of  all  sales,  after  deduct- 
ing as  full  compensation  ♦  ♦  •  a  ccmmiission  of  10  per 
cent  of  the  invoice  value,  and  a  further  commission  of  5 
per  cent  on  the  net  amount  of  each  consignment,  after  de- 
ducting the  said  10  per  cent  commission,  on  all  advanoes  on 
account  remitted  within  ten  days  from  the  date  of  any  con- 
signment," such  advances,  however,  not  to  aiFeet  the  title  to 
the  goods  and  to  be  repaid  should  the  agreement  be  termi- 
nated and  unsold  goods,  on  which  advanoes  had  been  made, 
be  returned.  The  consignee  guarantees  payment  for  all  goods 
sold  and  promises  ^'  to  render  a  full  account  and  remit  the 
net  proceeds  on  the  first  day  of  each  month  of  and  for  the 
sales  of  the  month  preceding." 

The  consignee  agrees  ^  to  sell  only  to  the  designated  retail 
agents  of  said  proprietor  as  specified  in  lists  of  such  retail 
agents  furnished  by  said  proprietor  and  alterable  at  the  will 
of  said  proprietor."  A  further  provision  permits  sales  **  oolj 
to  the  said  retail  or  wholesale  agents  [S97]  of  said  proprie- 
tor, as  per  list  furnished."  No  time  is  fixed  for  the  duration 
of  the  agreement. 

It  is  urged  that  the  additional  commission  of  5  per  cent 
IS  to  induce,  through  the  guise  of  "  advances,"  payment  for 
die  goods  before  sales  are  made,  and  that  unsold  goods  are 
to  be  returned  only  on  the  complainant's  demand  and  the 
cancellation  of  the  agreement  But  the  consignee  is  not 
bound  to  makes  these  "  advances "  and  it  is  distinctly  pro- 
vided that  he  idiaU  not  acquire  title  by  making  them.  It  is 
also  said  that  the  consignee  may  sdl  at  prices  higher  than 
those  listed,  but  he  is  bound  by  tibe  agreement  to  account  for 
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^  the  proceeds  of  all  sules ''  less  the  stipulated  oommiaasoiis. 
Nor  is  the  provision  as  to  the  time  for  accounting  and  re- 
mittance of  net  proceeds  to  be  regarded  as  inconsistent  with 
agency,  in  the  absence  of  a  showing  that  in  the  actual  trans- 
actions and  accounts  the  consignee  was  treated  as  selling  on 
his  own  behalf  and  paying,  as  purchaser. 

If,  however,  we  consider  the  "  consignment  contract  ^  as 
one  which  in  legal  effect  provides  for  consignments  of  goods 
to  be  sold  by  an  agent  for  his  principal's  account,  and  that 
the  tenor  of  the  agreement  as  set  forth  must  be  taken  to  over- 
ride the  inconsistent  general  allegations  to  which  we  have* 
referred,  this  alone  would  not  be  sufficient  to  support  the  bill. 

The  bill  charges  that  the  defendant  has  unlawfully  and 
fraudulently  procured  the  proprietary  medicines  from  the 
complainant's  "  wholesale  and  retail  agents  "  in  violation  of 
their  contracts.  But  it  does  not  allege  that  the  goods  pro- 
cured by  the  defendant  from  "  wholesale  agents  "  were  goods 
consigned  to  the  latter  for  sale.  The  description  '^  whole- 
sale agent "  refers  to  those  who  have  signed  the  ^  consign- 
ment contract"  This  contract,  however,  permits  one  "  whole- 
sale agent "  to  sell  to  another  '^  wholesale  agent"  For  all 
that  appears,  the  goods  procured  by  the  defendant  may  have 
been  purchased  by  the  defendant's  [898]  vendors  from  other 
wholesale  agents.  The  bill  avers  that  prior  to  the  introduc- 
tion of  the  described  system  the  defendant,  a  wholesale  house, 
had  dealt  in  the  remedies  and  had  purchased  them  from  the 
complainant  and  from  '^wholesale  druggists  and  jobbers." 
There  is  nothing  in  the  bill  which  is  inconsistent  with  such 
an  actual  course  of  dealing,  permitted  by  the  agreement 
itself,  witti  respect  to  the  wholesale  dealers  who  have  signed 
it  But  the  goods  which  one  wholesale  agent  purchased  from 
another  wholesale  agent  would  not  be  held  for  sale  as  con- 
signed goods  belonging  to  the  complainant  and  to  be  ac- 
counted for  as  such ;  and  their  sale  by  the  wholesale  dealer, 
who  had  acquired  title,  would  be  made  for  his  own  account 
and  not  for  that  of  the  complainant  The  allegations  of  the 
bill  and  the  plain  purpose  of  the  system  of  contracts  do  not 
permit  the  conclusion  that  it  was  intended  that  wholesale 
dealers  purchasing  goods  in  this  way  should  be  tree  to  sell 
to  any  one  at  any  price.    Evidently  it  was  no4  contemplated 
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that  the  restrictions  of  the  system  should  be  escaped  in  such 
a  simple  manner.  But  if  the  restrictions  of  the  "  consign- 
ment contract,''  as  to  prices  and  vendees,  are  to  be  deemed 
to  apply  to  the  sale  of  goods  which  one  wholesale  dealer  has 
purchased  from  another,  it  is  evident  that  the  validity  of  the 
restrictions  in  this  aspect  must  be  supported  on  some  other 
ground  than  that  such  sale  is  made  by  the  wholesale  dealer 
as  the  agent  of  the  complainant.  The  case  presented  by  the 
bill  cannot  properly  be  regarded  as  one  for  inducing  breadi 
of  trust  by  an  agent. 

The  other  form  of  contract,  adopted  by  the  complainant, 
while  described  as  a  "retail  agency  contract,''  is  clearly  an 
agreement  looking  to  sale  and  not  to  agenqr.  The  so-called 
"  retail  agents  "  are  not  agents  at  all,  either  of  the  complain- 
ant or  of  its  consignees,  but  are  contemplated  purchasers 
who  buy  to  sell  again,  that  is,  retail  dealers.  It  is  agreed 
that  they  may  purchase  the  medicines  manuf399]factured 
by  the  complainant  at  stated  prices.  There  follows  this  stip- 
ulation: 

''In  consideration  wbereof  said  retail  agent  agrees  in  no  case  to 
seU  or  furnish  the  said  proprietary  medicines  to  any  person,  firm  or 
corporation  whatsoever,  at  less  than  the  fall  retail  price  as  printed 
on  the  packages,  without  reduction  for  quantlly ;  and  said  retail  ag^it 
further  agrees  not  to  sell  the  said  proprietary  medicines  at  any  price 
to  wholesale  or  retaU  dealers  not  accredited  agents  of  the  Dr.  Miles 
Medical  Company .'* 

It  will  be  noticed  that  the  "retail  agents"  are  not  for- 
bidden to  sell  either  to  wholesale  or  retail  dealers  if  theoe 
are  "accredited  agents"  of  the  complainant,  that  is  if  the 
dealers  have  signed  either  of  the  two  contracts  the  com- 
plainant requires.  But  the  restriction  is  intended  to  apply 
whether,  the  retail  dealers  have  bought  the  goods  from  those 
who  held  under  consignment  or  from  other  dealers,  whole- 
sale or  retail,  who  had  purchased  them.  And  in  which  way 
the  "retail  agents"  who  supplied  the  medicines  to  the  de- 
fendant, had  bought  them  is  not  shown. 

The  bill  asserts  complainant's  "right  to  maintain  and 
preserve  the  aforesaid  system  and  method  of  contracts  and 
sales  adopted  and  establi^ed  by  it"  It  is,  as  we  have  seen, 
%  system  of  interlocking  restrictioiis  by  which  the  complaiii- 
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ant  sleeks  to  control  not  metety  the  prices  at  which  its  agents 
may  sell  its  products,  but  the  prices  for  all  sales  by  all 
dealers  at  wholesale  or  t^tail,  whether  purchasers  or  sub-pur- 
chasers, and  thus  to  fix  the  amount  which  the  consumer  shall 
pay,  eliniinating  all  competition.  The  essential  features  of 
such  a  system  are  thus  described  by  Mr.  Justice  Lurton  (then 
'Grcuit  Judge),  in  the  opinion  of  the  Circuit  Court  of  Ap- 
peals in  the  case  of  John  D.  Park  <t  Sons  Company  v.  Sam- 
uel a.  Bartmanj  158  Fed.  Rep.  24,  42: 

^Tlie  contracting  wholesaknn  or  Jobbers  covenant  that  thej  will 
seU  to  no  one  who  does  not  come  with  complainant's  license  to  buy, 
and  that  they  wiU  not  sell  [4001  below  a  minimum  price  dictated  by 
complainant  Next,  aU  competition  between  retailers  is  destroyed, 
Ibr  «adb  such  retailer  can  obtain  his  supfAy  <»Iy  by  signing  one  of 
tii«  ntiiferai  contracts  prepared  for  retailers,  whereby  he  corenants 
not  to  sell  to  anyone  who  proposes  to  sell  again  unless  the  buyer  is 
authorised  in  writing  by  the  complainant,  and  not  to  sell  at  less  than 
a  standard  price  named  in  the  agreement  Thus  all  room  for  com- 
i^etftion  between  retailors,  who  supply  the  public,  is  made  impossible. 
If  these  contracts  leave  any  room  at  any  point  of  the  line  ft>r  the 
usual  play  of  competition  between  the  dealers  in  the  product  marketed 
by  complainant,  it  is  not  discoverable.  Thus  a  combination  between 
the  manufacturer,  the  wholesalers  and  the  retailers  to  maintain  prices 
and  stifle  competition  has  been  brought  about" 

That  these  agreements  restrain  trade  is  obrious.  lliat, 
hating  been  made,  as  the  bill  alleges,  with  ^  most  of  the  job- 
bers and  wholesale  druggists  and  a  majority  of  the  retail 
itngf^tstA  of  the  country '^  and  having  for  their  purpose  the 
control  of  the  entire  trade,  they  relate  directly  to  interstate 
%s  well  as  intrastate  trade,  and  operate  to  restrain  trade  or 
etmmierte  among  the  several  States,  is  also  dear.  Addyst&n 
Pipe  A  Steel  Oo.  v.  United  SUOee^  1?6  U.  S.  211;  Bement  v. 
N^tOidn&l  HamHD  Vo.^  186  tJ.  S.  p.  d2;  M&ntdpi^  A  Co.  v. 
t&wfy^  198  U.  S.  SB;  E^ft  A  Co.  v.  Vmied  States,  IW  U.  S. 
875. 

Btkt  it  is  insi^tted  that  the  restrictions  ai«  not  invalid  ei<h«r 
at  common  law  or  under  the  act  of  Oongress  of  July  2, 1890, 
«.  «47,  36  Stet  ^09,  upon  the  following  grounds,  whidi  may 
'be  taken  to  cAtnhra(»  the  fundamental  contentions  f6r  tUe 
Mmplaifiant:  (1)  That  the  restrictions  are  valid  becaiuse  they 
tdate  to  proprietaiy  medicines  manttfaetiired  under  a  sMrM 
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ptocbBd;  and  (2f)  that,  apatt  irtfta  t^iis,  a  manufacfcurer  is 
entitled  to  control  the  prices  on  all  sales  of  his  own  products. 
Firdt  1%e  first  inquiry  is  whether  there  is  any  dis-[401] 
tinction,  with  respect  to  such  restrictions  as  are  here  pre- 
sented, between  the  case  of  an  article  manufactured  by  the 
owner  of  a  secret  process  and  that  of  one  produced  Under 
ordinary  conditions.  The  complainant  urges  an  analogy  to 
lights  aecured  by  letters  patent  Bement  v.  National  Bcarrow 
Company^  186  tJ.  S.  70.  In  the  case  cited,  there  were  li- 
censes for  the  manufacture  and  sale  of  articles  covered  by 
letters  patent  with  stipulations  as  to  the  prices  at  which  the 
ticensee  should  sell.  The  court  said,  referring  to  the  act  of 
:ruly  %  1890  (pp.  92,  98) : 

**  Bat  ibat  Btatate  clearly  doee  not  refer  to  that  kind  of  restraint 
of  tnterscate  commerce  which  may  arise  from  reasonable  and  legal 
CMiditions  imposed  npon  the  assignee  or  licensee  of  a  patent  by  tbe 
4waer  tiieMo^  restHctlfig  the  terms  tipon  which  the  artlde  may 
be  used  and  the  price  to  be  demanded  therefor.  Sach  a  ooastme- 
tXof^  of  the  act  we  have  no  doubt  was  never  contemplated  by  Its 
fiamera.** 

But  whatever  rights  the  patentee  may  enjoy  are  derived 
from  statutory  grant  under  the  authority  conferred  by  the 
ConstitatkMU  This  grant  is  based  upon  public  oonsiden- 
ikxsuL  Hie  purpose  of  the  patent  law  is  to  stimulate  inven- 
iidn  by  protecting  invwtors  for  a  fixed  time  in  the  advan- 
ti^g!B6  that  may  be  derived  from  exclusive  manufacture,  use 
and  sale.  As  Wab  said  by  Chief  Justtoe  Marshall  in  Orcmt 
V.  Ratfmondj  6  Pet  241-448: 

«*  It  is  the  teWktA  stiptilated  for  the  adTantages  derired  by  the 
yubllc  for  the  etwrtftons  ef  the  indlTidnal,  tnd  Is  iatended  as  a  stimu- 
Itta  to  these  esertiODa  •  •  •  The  pablicyiiMs  nothing  whksh  it  has 
not  agreed  to  yield;  it  reoelTes  all  which  it  has  contracted  to  rseelTe. 
The  foU  benefit  of  the  discovery,  after  its  enjoyment  by  the  dlscovorer 
for  fourteen  years,  is  preserved;  and  for  his  exclusive  enjoymoit  of 
It  durtni;  that  tisoe  the  pufeHle  fafth  Is  iMIged.  •  •  •  The  gretit 
object  and  iatentida  of  the  act  is  to  ssciioe  to  the  pobttc  the  advan- 
taass  to  be  thrived  fro^  the  disoaverles  of  ladivldiials^  aad  the  means 
it  empties  are  the  com[4(^]pen8atiQn  made  to  those  Individnals 
for  the  time  and  labor  devoted  to  these  discoveries,  by  the  exclosive 
rii^t  to  miilLe,  uise  and  seU,  the  things  dlscoreted  for  a  limited  tlma** 
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The  oan^plainant  has  no  statutory  grant.  So  far  as  ap- 
pears, there  are  no  letters  patent  relating  to  the  remedies  in 
question.  The  complainant  has  not  seen  fit  to  make  the  dis- 
closure required  by  the  statute  and  thus  to  secure  the  priv- 
ileges it  confers.  Its  case  lies  outside  the  policy  of  the  patent 
law,  and  the  extent  of  the  right  which  that  law  secures  is 
not  here  involved  or  determined. 

The  complainant  relies  upon  the  ownership  of  its  secret 
process  and  its  rights  are  to  be  determined  accordingly. 
Any  one  may  use  it  who  fairly,  by  analysis  and  experiment, 
discovers  it  But  the  complainant  is  entitled  to  be  pro- 
tected against  invasion  of  its  right  in  the  process  by  fraud  or 
by  breach  of  trust  or  contract.  TaJ^or  v.  Ho^man^  118  N.  T. 
36 ;  Chadwick  v.  Covell,  151  Massachusetts,  190.  The  secret 
process  may  be  the  subject  of  confidential  communication 
and  of  sale  or  license  to  use  with  restrictions  as  to  territory 
and  prices.  Fowle  v.  Parkj  181  U.  S.  88.  A  similar  prin- 
ciple obtains  with  respect  to  the  confidential  communication 
of  quotations  collected  by  a  board  of  trade.  Board  of 
Trade  v.  Christie  Grain  dk  Stock  Co.,  198  U.  S.  286. 

Here,  however,  the  question  concerns  not  the  process  of 
manufacture,  but  the  manufactured  product,  an  article  of 
commerce.  The  complainant  has  not  communicated  its 
process  in  trust,  or  under  contract,  or  executed  a  license  for 
the  use  of  the  process  with  restrictions  as  to  the  manufac- 
ture and  sale  by  the  licensee  to  whom  the  oommunication 
is  made.  The  complainant  has  retained  its  secret  which 
apparently  it  believes  to  be  undiscov^rable.  Whether  its 
remedies  are  sold  or  unsold,  whether  the  restrictions  as  to 
future  sales  are  valid  or  invalid,  the  complainant's  secret 
remains  intact.  That  the  complainant  may  rightfully  ob- 
[i03]ject  to  attempts  to  discover  it  by  fraudulent  means, 
or  to  a  breach  of  trust  or  contract  relating  to  the  process, 
does  not  require  the  conclusion  that  it  is  entitled  to  establish 
restrictions  with  respect  to  future  sales  by  those  who  purchase 
its  manufactured  product.  It  is  said  that  the  remedies 
**  embody  ^  the  secret.  It  would  be  more  correct  to  say  that 
they  are  manufactured  according  to  the  secret  process  and 
do  not  constitute  a  communication  of  it    It  is  also  urged 
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that  as  ihd-  prooess  is  secret  no  one  else  can  manufacture 
the  artideu  But  this  argument  rests  on  monopoly  of  pro- 
duction and  not  on  the  secrecy  of  the  process  or  the  par- 
ticular fact  that  may  confer  that  monopoly.  It  implies 
that,  if  for  any  reason  monopoly  of  production  exists,  it 
carries  with  it  the  right  to  control  the  entire  trade  of  the 
produced  article  and  to  prevent  any  competition  that  other- 
wise might  arise  between  wholesale  and  retail  dealers.  The 
principle  would  not  be  limited  to  secret  processes,  but  would 
extend  to  goods  manufactured  by  any  one  who  secujced 
control  of  the  source  of  supply  of  a  necessary  raw  material 
or  ingredient.  But,  because  there  is  monopoly  of  production, 
it  certainly  cannot  be  said  that  there  is  no  public  interest 
in  maintaining  freedom  of  trade  with  respect  to  future  sales 
after  the  article  has  been  placed  on  the  market  and  the 
producer  has  parted  with  his  title.  Moreover,  every  manu- 
&cturer,  before  sale,  controls  the  artides  he  makes.  With 
respect  to  these,  he  has  the  rights  of  ownership  and  his 
dominion  does  not  depend  upon  whether  the  process  of 
manufacture  is  known  or  unknown,  or  upon  any  special 
advantage  he  may  possess  by  reason  of  location,  materials 
or  efficiency.  The  fact  that  Uie  market  may  not  be  supplied 
with  the  particular  artide,  unless  he  produces  it,  is  a  practi- 
cal consequence  which  does  not  enlarge  his  right  of  property 
in  what  he  does  produce. 

If  a  manufacturer,  in  the  absence  of  statutory  privilege, 
has  the  control  over  the  sales  of  the  manufactured  article, 
[404]  for  which  the  complainant  here  contends,  it  is  not 
because  the  process  of  manufacture  is  kept  secret.  In  this 
respect,  the  maker  of  so-called  proprietary  medicines,  im- 
patented,  stands  on  no  different  footing  from  that  of  other 
manufacturers.  The  fact  that  the  article  is  represented  to 
be  curative  in  its  properties  does  not  justify  a  restriction  of 
trade  which  would  be  unlawful  as  to  compositions  designed 
for  other  purposes. 

Second.  We  come,  then,  to  the  second  questiim,  whether 
the  complainant)  irrespective  of  the  secrecy  of  its  process,  is 
entitled  to  maintain  the  restrictions  by  virtue  of  the  fact 
that  they  relate  to  products  of  its  own  manufaotoro. 
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The  basift  of  the  argittfi^nft  uppean  to  be  DMti,  msthe  tnimtt. 
fkcturer  may  ttiiA:e  luid  sell,  or  not,  as  he  diooses,  he  may 
affix  conditions  as  to  the  trse  of  the  article  or  as  to  the  prices 
at  which  purchasers  may  dispose  of  it.  The  propriety  of 
the  restraint  is  sought  to  be  derived  from  ttte  liberty  of  the 
producer. 

But  because  a  manufacturer  is  not  bdund  to  make  or  sell, 
it  does  not  follow  that  in  case  of  sales  actually  made  he  may 
impose  xrpon  purchasers  every  sort  of  restriction.  Thus  a 
general  restraint  upon  alienation  is  ordinarily  invafid.  ^  Hie 
right  of  alienation  is  one  of  the  essential  incidents  of  a  right 
of  general  property  in  movables,  and  restraints  upon  aliena- 
tion have  been  generally  regarded  as  obnoxious  to  pc^Bc 
policy,  which  is  best  subserved  by  great  freedom  of  traffic  in 
such  things  as  pass  from  hand  to  hand.  General  restraint 
fai  the  alienation  of  articles,  things,  chattels,  except  whtm  a 
very  special  kind  of  property  is  involved,  such  as  a  slave  or 
an  heirloom,  have  been  generally  held  void.  *  If  a  man,'  says 
Lord  Coke,  in  Coke  on  Littleton,  section  860,  ^  be  possessed  of 
a  horse  or  any  other  chattel,  real  or  personal,  and  give  his 
whole  interest  or  property  therein,  upon  condition  that  the 
donee  or  vendee  shall  not  alien  the  same,  the  same  is  void, 
because  his  whole  interest  anil  property  is  out  of  him,  so  as 
he  hath  [406]  no  possibility  of  reverter;  and  it  is  against 
trade  and  traffic  and  bargaining  and  cimtracting  between 
man  and  man.' "  Park  v.  Hartman^  supra.  See  also  Gray 
on  Restraints  on  Alienation,  §§  2T,  28. 

Nor  can  the  manufacturer  by  rule  and  notice,  in  flie  ab- 
sence of  contract  or  statutory  right,  even  though  the  restric- 
tion be  known  to  purchasers,  fix  prices  for  future  sales.  It 
has  been  held  by  this  court  that  lio  such  privilege  exists  under 
the  copyright  statutes,  although  the  owner  of  ttie  copyright 
has  the  sole  right  to  vend  copies  of  the  copyrighted  produc- 
tion. Sobhs-Merritt  Go.  v.  Straus^  310  U.  8.  389.  There 
the  court  said  (p.  351)  : 

•*  The  owner  of  the  copyright  in  this  case  did  sell  copies  of  the  book 
In  quantities  and  at  a  price  satisfactory  to  It  It  has  escerdsed  the 
rl^t  to  vend.  What  the  complainant  contends  tot  eitfbraties  not  only 
tibe  right  to  Ml  ttie  copies,  tmt  to  qvail^r  tlte  title  of  a  future  pur- 
Amser  by  the  reservation  of  the  right  to  have  the  remedies  of  the 
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italiite  «0Qeli«t  aB  loMngw  becaqas  of  the  yrtotaa  aotica  of  Uft  pnr- 
poBe  80  to  do  nnle^  tbe  poxcliaBer  aeLls  at  a  price,  fixed  in  tbe  notice. 
To  add  to  the  rtsht  of  exciusiye  sale  the  authority  to  control  all 
fatnre  retail  sales,  by  a  notice  that  sach  sales  must  be  made  at  a  fixed 
sum,  would  give  a  iWtht  Hot  Included  in  the  terms  of  the  statvte,  and, 
in  oiur  iFieWp  extend  its  cpBratteOt  \xf  coostructton,  beyoed  ite  mean- 
ing^ whan  interpreted  with  a  view  to  aAcertaining  thff  lecUlatiTe  in- 
tent in  ite  enactment" 

It  will  hwdly  be  contended,  with  req)ect  tot  such  »  matter, 
that  tbe  maiittfaGturer  ot  an  article  ol  coounerce,  not  pro- 
tected  by  atoj  statutiwy  grants  ia  in  anj  better  case.  See 
Toddy  dbOiKY.ateriawdi  Co.  (1904),  1  Ch.  354;  McGruther 
y.  PUehar  (1904),  2  Ch.  30fi;  Garft  v.  HdU  dk  Lj/on  Co.,  179 
Maseacfaueette,  588.  Whatever  right  the  manxtf actorer  maj 
have  to  project  his  control  beyond  his  own  sales  must  depend, 
not  upon  an  inherent  power  incident  to  production  and 
original  ownership,  but  upon  agreement. 

[406]  With  respect  to  contracts  in  restraint  of  trade,  tha 
earlier  doctrine  of  the  common  law  has  been  substantially 
modified  in  adaptation  to  modem  eonditiona  But  the  puhUc 
interest  is  still  the  first  consideration.  .  To  sustain  the  r^ 
straint,  it  must  be  found  to  be  reasonable  both  with  respect 
to  the  public  and  to  the  parties  and  that  it  is  limited  to  what 
ia  fairly  necessary,  in  the  circumrtances  of  the  particular 
caae^  fw  the  protection  of  tbe  covenantee.  Otbeiwiae  re* 
straints  of  trade  are  void  as  against  pubUe  policy^  As  was 
said  by  this  court  in  Oibb$  v.  Baltimore  Goi  Go^  130  U.  S. 
p.  409: 

"^nie  dedrton  in  M^M^  r.  /e^yaokfo,  1  P.  Wma.  ISi;  S.  O,  ftaltdx^a 
Leading  Oaaaa^  407,  7tli  Bog.  ed.;  Stk  Am.  ed.  766,  is  the  foandation 
of  the  mle  in  relation  to  tbe  InvaUdity  of  contracts  in  restraint  of 
trade;  bnt  as  \t  was  made  under  a  condition  of  things,  and  a  state  of 
society,  different  from  thotse  which  now  prevail,  the  mle  laid  down 
is  not  r^arded  as  inflexible,  and  has  been  eonsfdefably  modified. 
Pnblic  welfttre  is  first  considered,  and  if  It  i»e  not  tovolTBd,  and  ilia 
restraint  upon  one  party  Is  not  greatw  tbasn  pretection  to  the  other 
par<y  Keeniree,  the  contract  may  be  sustained*  The  Qnestlon  ia» 
whether,  under  tbe  particular  drcumatances  of  the  case  and  the  nature 
of  the  particular  contract  Involved  In  it,  the  contract  is,  or  is  not,  un- 
reasonable. fUmnOUm  v.  tUmtmot^  14  Gh.  D.  861;  Les^Aer  OlolA  da. 
T.  Lormmt,  L.  R.  »  BQ.  9W 
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"Tbe  true  view  at  the  present  thne,**  said  Lord  Macnagh- 
ten  in  Nardenfdt  v.  Maanm-NardenfeU  (&c.  Co.^  1904,  A.  C. 
p.  666, "  I  think,  is  this:  The  public  have  an  interest  in  every 
person's  carrying  on  his  trade  freely:  so  has  the  individual. 
All  interference  with  individual  liberty  of  action  in  trading, 
and  all  restraints  of  trade  of  themselves,  if  there  is  nothing 
more,  are  contrary  to  public  policy,  and  therefore  void.  That 
is  the  general  rule.  But  there  are  exceptions:  restraints  of 
trade  and  interfer^ice  with  individual  liberty  of  action  may 
be  justified  by  the  special  \M1]  circumstances  of  a  particu- 
lar case.  It  is  a  sufficient  justification,  and  indeed  it  is  the 
only  justification,  if  the  restriction  is  reasonable — reasonable, 
that  is,  in  reference  to  the  interests  of  the  parties  concerned 
and  reasonable  in  reference  to  the  interests  of  the  public,  so 
framed  and  so  guarded  as  to  afford  adequate  protection  to 
the  party  in  whose  favor  it  is  imposed,  while  at  the  same 
time  it  is  in  no  way  injurious  to  the  publia" 

The  present  case  is  not  analogous  to  that  of  a  sale  of  good 
will,  or  of  an  interest  in  a  business,  or  of  the  grant  of  a  ri^t 
to  use  a  process  of  manufacture.  The  complainant  has  not 
parted  with  any  interest  in  its  business  or  instrumentalities 
of  production.  It  has  conferred  no  right  by  virtue  of  which 
purchasers  of  its  products  may  compete  with  it  It  retains 
complete  control  over  the  business  in  which  it  is  engaged, 
manufacturing  what  it  pleases  and  fixing  such  prices  for  its 
own  sales  as  it  may  desire.  Nor  are  we  dealing  with  a  single 
transaction,  conceivably  unrelated  to  the  public  interest.  The 
agreements  are  designed  to  maintain  prices,  after  the  com- 
plainant has  parted  with  the  title  to  the  articles,  and  to  pre- 
vent competition  among  those  who  trade  in  them. 

The  bill  asserts  the  importance  of  a  standard  retail  price 
and  alleges  generally  that  confusion  and  damage  have  re- 
sulted from  sales  at  less  than  the  prices  fixed.  But  the  ad- 
vantage of  established  retail  prices  primarily  concerns  the 
dealers.  The  enlarged  profits  which  would  result  firom  ad- 
herence to  the  established  rates  would  go  to  them  and  not  to 
the  complainant.  It  is  through  the  inability  of  the  favored 
dealers  to  realize  these  profits,  on  aocount  of  the  described 
competition,  that  the  complainant  works  out  its  alleged  in- 
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jury.  If  there  be  an  advantage  to  a  manufacturer  in  the 
maintenance  of  fixed  retail  prices,  the  questL<m  remains 
whether  it  is  one  which  he  is  entitled  to  secure  by  agreemei^ 
restricting  the  freedom  of  trade  on  the  part  of  dealera  who 
own  what  they  [408]  selL  As  to  this,  the  comi^ainant  can 
fare  no  better  with  its  plan  of  identical  contracts  than  could 
the  dealers  themselves  if  they  formed  a  combination  and 
endeavored  to  establish  the  same  restrictions,  and  thus  to 
achieve  the  same  result,  by  agreement  with  each  other.  If 
the  immediate  advantage  they  would  thus  obtain  would  not 
be  sufficient  to  sustain  such  a  direct  agreement,  the  asserted 
ulterior  benefit  to  the  complainant  cannot  be  regarded  as 
sufficient  to  support  its  &ystem. 

But  agreements  or  combinations  between  dealers,  having 
for  their  sole  purpose  the  destruction  of  competition  and 
the  fixing  of  prices,  are  injurious  to  the  public  interest  and 
void.  They  are  not  saved  by  the  advantages  which  the 
participants  expect  to  derive  from  the  enhanced  price  to 
the  consumer.  People  v.  Sheldon^  189  N.  Y.  261;  Judd  v. 
Harrington^  189  N.  Y.  106;  People  v.  MUk  Exchange^  146 
N.  Y.  267;  Ufdted  States  v.  Addyston  Pipe  df  Steel  Co., 
86  Fed.  Rep.  271;  on  app.  175  U.  S.  211;  Montagw  <Sh  Co. 
V,  Lowry^  198  U.  S.  88;  Chapin  v.  Brown^  88  Iowa,  166; 
Craft  V.  McCoTWughy,  79  Illinois,  846;  W.  U.  HiU  Co.  v. 
Gray  dk  Worcester,  127  N.  W.  Rep.  (Mich.)  808. 

The  complainant's  plan  falls  within  the  principle  which 
condemns  contracts  of  this  class.  It,  in  effect,  creates  a 
combination  for  the  prohibited  purposes.  Ko  distinction 
can  properly  be  made  by  reason  of  the  particular  character 
of  the  commodity  in  question.  It  is  not  entitled  to  special 
privilege  or  inmiunity.  It  is  an  article  of  commerce  and 
the  rules  concerning  the  freedom  of  trade  must  be  held  to 
apply  to  it.  Nor  does  the  fact  that  the  margin  of  freedom 
is  reduced  by  the  control  of  production  make  the  protection, 
of  what  remains,  in  such  a  case,  a  negligible  matter.  And 
where  commodities  have  passed  into  the  channels  of  trade 
and  are  owned  by  dealers,  the  validity  of  agreements  to! 
prevent  competition  and  to  maintain  prices  is  not  to  be  deter- 
mined by  the  circumstance  whether  they  were  produced  by 
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several  manufactimiB  or  by  <»ae,  [409]  or  whether  ib&f 
were  previoofily  owned  by  one  or  by  many«  The  complain- 
ant having  sold  its  product  at  prices  satisfactory  to  itaelf , 
the  public  is  entitled  to  whatever  advantage  may  be  derived 
from  competition  in  the  subsequent  traffic 

The  questions  involved  were  carefully  considered  and  the 
decisions  reviewed  by  Judge  Lurton  in  delivering  the  opin- 
ion of  tlie  CSircuit  Court  of  Appeals  in  Park  v.  Hairiman^ 
suproy  and,  in  following  that  case,  it  was  concluded  below 
that  the  restrictions  sought  to  be  enforoed  by  the  UU  wero 
invalid  both  at  common  law  and  under  the  act  of  Congress 
of  July  2, 189a    We  think  that  the  court  was  rif^t 

The  allegations  of  the  bill  as  to  the  labels  and  cartons  used 
by  the  complainant  are  evidently  incidental  to  the  main 
charge  as  to  the  procurement  of  violation  of  the  restrictions 
as  to  prices  and  vendees  contained  in  the  agreement;  and 
failing  as  to  this  no  case  is  made  for  relief  with  respect  to 
the  trade-maiira,  which  are  not  shown  to  have  been  infringed. 

Judgment  affirmed. 

Mr.  Justice  Lubton  took  no  part  in  the  confederation  and 
decision  of  this  case, 

Mr.  Justice  HoiiiiES,  dissenting. 

This  is  a  bill  to  restrain  the  defendant  from  inducing, 
by  corruption  and  fraud,  agents  of  the  plaintiff  and  pur- 
chasers from  it  to  break  their  contracts  not  to  sell  its  goods 
below  a  certain  price.  There  are  two  contracts  concerned. 
The  first  is  that  of  the  jobber  or  wholesale  agent  to  whom 
the  plaintiff  consigns  its  goods,  and  I  will  say  a  few  words 
about  that,  although  it  is  not  this  branch  of  the  case  that 
induces  me  to  speak.  That  they  are  agents  and  not  buy- 
ers I  understand  to  be  conceded,  and  I  do  not  see  how  it 
[410]  can  be  denied.  We  have  nothing  before  us  but  th^ 
form  and  the  alleged  effect  of  the  written  instrument,  and 
they  both  are  express  that  the  title  to  the  goods  is  to  remain 
intiie plaintiff  until  actual  sale  as  permitted  by  the  contract. 
So  far  as  this  contract  limits  the  authority  of  the  agents 
as  agents  I  do  not  understand  its  validity  to  be  disputed. 
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But  it  18  ccflistraed  also  to  pannit  the  purehflM  of  mdtioioe 
by  consignees  from  other  oonsignees,  and  to  make  the  a{>efi- 
fication  of  prices  applicable  to  goods  so  purchased  aa^^^ 
as  to  goods  consigned.  Hence  whm  the  bill  alleges  thiit.  the 
defendant  has  obtained  medicine  from  these  agents  by  induc- 
ing them  to  break  their  contracts,  the  allegation  does  not 
require  proof  of  breach  of  trust  by  an  agent,  but  would  be 
satisfied  by  proving  a  brea^  of  promise  in  respect  of  goods 
that  the  consignee  had  bought  and  owned.  This  reasoning 
would  have  been  conclusive  in  the  days  of  Saunders  if  the 
construction  of  the  ccmtract  is  right,  as  I  suppose  that  it  is. 
But  the  contract  as  to  goods  purchased  is  at  least  in*  the 
background  and  obscure;  it  is  not  the  main. undertaking  that 
the  instrument  is  intended  to  express.  I  should  have  thought 
that  the  bill  ought  to  be  read  as  charging  the  defendant  with 
inducing  a  breach  of  the  ordinary  duty  of  consigneee  as 
such  {Swift  dk  Oo.  v.  United  States,  196  U.  S.  875,  896), 
and,  therefore,  as  entitling  the  plaintiff  to  relief.  Angle 
V.  Chicago^  St.  Paul,  Minneapolie  A  Omaha  By.  Co.,  151 
U.  S.  1. 

The  second  contract  is  that  of  the  retail  agents,  so  called, 
being  really  the  first  purchasers,  fixing  the  price  below  whidi 
they  will  not  sell  to  the  public  There  is  no  attempt  to  at- 
tadi  a  contract  or  condition  to  the  goods,  as  in  B^hhs-MerriU 
Go.  V.  Straus,  210  U.  S.  339,  or  in  any  way  to  restrict  deal- 
ings with  them  after  they  leave  the  hands  of  the  retail  men. 
The  sale  to  the  retailers  is  made  by  the  plaintiff,  and  the  cfolj 
question  is  whether  the  law  forbids  a  purchaser  to  contvttct 
with  his  vendor  that  he  will  not  sell  [411]  below  a  certain 
price.  This  is  the  important  question  in  this  case.  I  suppose 
that  in  the  case  of  a  single  object  sudb  as  a  painting  or  a 
statue  the  right  of  the  artist  to  make  such  a  stipulation  hardly 
would  be  denied.  In  other  words,  I  suppose  that  the  reason 
why  the  contract  is  held  bad  is  that  it  is  part  of  a  seheme 
embracing  other  similar  contracts  eadi  of  which  appliesto  a 
number  of  similar  things,  with  the  object  of  fixing  a  genenA 
market  price.  This  reason  seems  to  me  inadequate  in  the 
oase  before  the  court.  In  the  first  place  by  a  sli^t  diaage 
in  the  taem  of  the  contract  the  plaintiff  can  aooomplisk  the 
96825°— VOL  4-17 3 
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result  in  a  way  that  would  be  beyond  successful  attadc.  If 
it  fihotdd  make  the  retail  dealers  also  agents  in  law  as  well 
as  in  name  and  retain  the  title  until  the  goods  left  their 
hands  I  cannot  conceive  that  even  the  present  enthusiasm  for 
regulating  the  prices  to  be  charged  by  other  people  would 
deny  that  the  owner  was  acting  within  his  rights.  It  seems 
to  me  that  this  consideration  by  itself  ought  to  give  us  pause. 
But  I  go  farther.  There  is  no  statute  covering  the  case; 
there  is  no  body  of  precedent  that  by  ineluctable  logic  re- 
quires the  conclusion  to  which  the  court  has  come.  The 
conclusion  is  reached  by  extending  a  certain  conception  of 
public  policy  to  a  new  sphere.  On  such  matters  we  are  in 
perilous  country.  I  think  that,  at  least,  it  is  safe  to  say  that 
the  most  enlightened  judicial  policy  is  to  let  people  manage 
their  own  business  in  their  own  way,  unless  the  ground  for 
interference  is  very  dear.  What  then  is  the  ground  upon 
which  we  interfere  in  the  present  case!  Of  course,  it  is  not 
the  interest  of  the  producer.  No  one,  I  judge,  cares  for  that. 
It  hardly  can  be  the  interest  of  subordinate  vendors,  as  there 
seems  to  be  no  particular  reason  for  preferring  th^n  to  the 
originator  and  first  vendor  of  the  product.  Perhaps  it  may 
be  assumed  to  be  the  interest  of  the  consumers  and  the  pub- 
lic On  that  point  I  confess  that  I  am  in  a  minority  as  to 
larger  issues  than  [412]  are  concerned  here.  I  think  that  we 
greatly  exaggerate  the  value  and  importance  to  the  public 
of  competition  in  the  production  or  distribution  of  an  arti- 
cle (here  it  is  only  distribution) ,  as  fixing  a  fair  price.  What 
really  fixes  that  is  the  competition  of  conflicting  desires.  We, 
none  of  us,  can  have  as  much  as  we  want  of  all  the  things 
that  we  want.  Therefore,  we  have  to  choose.  As  soon  as 
the  price  of  something  that  we  want  goes  above  the  point  at 
whid)  we  are  willing  to  give  up  other  things  to  have  that, 
we  cease  to  buy  it  and  buy  something  else.  Of  course,  I  am 
wpMnag  of  things  that  we  can  get  along  without.  There 
may  be  necessaries  that  sooner  or  later  must  be  dealt  with  like 
diort  rations  in  a  shipwreck,  but  they  are  not  Dr.  Miles's 
itiedicine&  With  regard  to  Unnga  like  the  latter  it  sfeems  to 
me  tihat  the  point  of  most  profitable  returns  marks  the  equilib- 
rinnli  of  social  desireB  and  determines  the  fair  price  in  the 
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otAj  aensQ  in  which  I  chq  find  meaning  in  those  words.  The 
Dr.  Miles  Medical  Company  knows  better  than  we  do  what 
will  enable  it  to  do  the  best  business.  We  most  assimie  its 
retail  price  to  be  reasonable,  for  it  is  so  alleged  and  the  case 
is  here  on  demurrer;  so  I  see  nothing  to  warrant  my  assuming 
that  the  public  will  not  be  served  best  by  the  company  being 
allowed  to  carry  out  its  plan.  I  cannot  believe  that  in  the 
long  run  the  public  will  profit  by  this  court  permitting 
knaves  to  cut  reasonable  prices  for  some  ulterior  purpose 
of  their  own  and  thus  to  impair,  if  not  to  destroy,  the  pro- 
duction and  sale  of  articles  which  it  is  assumed  to  be  desirable 
that  the  public  should  be  able  to  get. 

The  conduct  of  the  defendant  falls  within  a  general  pro- 
hibition of  the  law.  It  is  fraudulent  and  has  no  merits  of 
its  own  to  recommend  it  to  the  favor  of  the  court.  An  in- 
junction against  a  defendant's  dealing  in  non-transferable 
round-trip  reduced  rate  tickets  has  been  granted  to  a  rail- 
road company  upon  the  general  principles  of  the  law  protect- 
ing contracts,  and  the  demoralization  of  rates  has  [413]  been 
referred  to  as  a  q)ecial  circumstance  in  addition  to  the  gen- 
eral grounds.  BiUenium  v.  LauuvUle  df  NashviUe  R.  B.  Oo.j 
207  XT.  S.  205,  222,  228,  224.  The  general  and  special  con- 
siderations equally  apply  here,  and  we  ought  not  to  disre- 
gard them,  unless  the  evil  effect  of  the  contract  is  very  plain. 
The  analogy  relied  upon  to  establish  that  evil  effect  is  that 
of  combinations  in  restraint  of  trade.  I  believe  that  we  have 
some  superstitions  on  tiliat  head,  as  I  have  said;  but  those 
combinations  are  entered  into  with  intent  to  exclude  others 
from  a  business  naturally  open  to  them,  and  we  unhappily 
have  beoome  familiar  with  the  methods  by  which  they  are 
carried  out.  I  venture  to  say  that  there  is  no  likeness  be- 
tween them  and  this  case.  Jayne  v.  Loder^  149  Fed.  Rep.  21, 
27;  and  I  think  that  my  view  prevails  in  England.  EUi- 
marij  Sons  dk  06.  v.  Carrington  <&  8on^  Limited  [IS'Ol]?  2 
Ch.  276.  See  Ocarst  v.  Harris j  Vtl  Massachusetts,  72;  Garst 
V.  OharteSj  187  Massachusetts^  144.  I  think  also  that  the  im- 
portance of  the  question  and  the  popularity  of  what  I  deem 
mistaken  notions  makes  it  my  duty  to  express  my  view  in 

this  ^iggftn^;, 
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[68]    DARIUS  COLE  TRANSP.  CO.  v.  WHITE  STAB 

LINE. 

(Circuit  Oourt  of  Appeals,  Sixth  drcait    M^lxcIi  7.  IfiU.) 

[186  IM.  B^.,  68.] 

Monopolies  (112) — ^Fedkbal  Anti-Trust  Act — Construoiion  and 
Scope. — ^Tfae  sale  of  a  business  and  the  good  will  pertaining  to  it, 
and  an  agreement,  witliin  reasonable  limitations  as  to  time  and 
territory,  not  to  enter  into  competition  with  the  purchaser,  when 
made  as  a  part  of  the  sale  of  the  business,  and  not  as  a  device  to 
control  commerce^  is  not  within  the  federal  anti-trust  law  of  July  2, 
1890  (chapter  647,  26  Stat  209  [U.  &  CSomp.  St  1901,  p.  8200]),  but 
such  act  renders  unlawful  every  contract  combination  or  con- 
spiracy which  directly  or  necessarily  operates  in  restraint  of  trade 
between  the  states  without  regard  to  the  form  which  the  trans- 
action takes.* 

[Ed.  Nota— For  other  cases,  see  Monopolies,  CJent  Dig.  1 10;  Dec 
Dig.  S  12.] 
164]  MoNOPouxs  (S  16) — ^Fbdksal  Anti-I^ust  Act— Illbqal  Con- 
tracts— ^IjEase  or  Vessel. — ^Libelant  and  respondent  were  both 
owners  of  steamers  running  regularly  between  Detroit  and  Toledo, 
and  for  a  number  of  years  had  operated  under  a  pooling  arrange- 
ment which  gave  them  a  monopoly.  At  the  expiration  of  such 
arrangement,  libelant  sold  one  of  its  boats  and  leased  the  other  to 
respondent  for  a  term  of  three  years  to  be  run  between  such  two 
points,  and  at  the  same  time  transferred  its  good  will,  and  agreed 
not  to  engage  in  competition  during  the  term.  The  rental  reserved 
was  more  than  the  steamer  could  have  earned  operated  independ- 
ently. Held,  on  the  evidoice,  that  the  dominant  purpose  of  the 
parties  was  to  enable  respondent  to  maintain  its  monopoly  of  the 
business,  and  that  the  lease  was  void  as  in  violation  of  Sherman 
Anti-Trust  Law  July  2,  1890,  c.  647,  26  Stat  209  (U.  S.  Ck>mp.  St 
1901,  p.  8200),  and  rent  could  not  be  recovered  thereon. 

[Bd.  Note. — For  other  cases,  see  Monopolies,  Gent  Dig.  I  12; 
Dec  Dig.  S  16.] 

Sbverbns,  Circuit  Judge,  dlssenttaig. 

Appeal  from  the  District  Court  of  the  Umted  States  for 
the  Eastern  District  of  Michigan. 

Suit  in  admiralty  by  the  Darius  Cole  Transportation  Com- 
pany against  the  White  Star  Line.  Decree  for  respondent, 
and  libelant  appeals.    Affirmed. 

•  Syllabus  copyrighted,  1911,  by  West  Publishing  Company. 
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Qptaion  of  tte  < 
F.  O.  Honey  (/.  /.  Bfeei^  of  oooBael),  lor  ajq^dltnt. 

Gray  and  Gray^  for  appellee. 

Before  Severekb,  Wabbikqtok,  and  ElNafpbn,  Circuit 
Judge& 

Enafpbk,  Circuit  Judge. 

This  is  an  appeal  from  a  decree  dismissing  ihe  libel  filed 
bjr  appellant  for  the  recovery  of  two  installments  of  rent 
upon  a  lease  of  the  steamer  IdlewUd;  the  decree  being  based 
upon  the  ground  that  the  contract  of  lease  was  void  as  being 
in  restraint  of  trade  under  the  Sherman  Anti-Trust  Law 
(Act  July  2, 1890,  c.  647, 26  Btat.  209  [U.  S.  Comp.  St  1901, 
p.  8200]).  The  lease  was  made  March  8,  1900,  for  a  term 
of  three  years,  at  an  annual  rental  of  $18,000,  with  a  pro- 
vision for  the  substitution  (without  additional  rental),  dur- 
ing a  portion  of  the  season,  of  the  steamer  ArundeU^  owned 
by  appellant,  and  then  engaged  during  a  short  season  in  navi- 
gating Lake  Ontario,  and  with  further  provision  for  the  use 
of  the  ArundeU  hj  appellee  (in  connection  with  the  Idle- 
mid)  for  another  portion  of  the  season,  at  the  qption  of 
appellant  at  an  added  rental.  The  IdlewUd  was  to  be  run 
^  as  a  passenger  and  packet  freight  steamboat  between  Port 
Huron  and  Detroit,  Michigan,  and  Toledo,  Ohio,  and  upon 
any  portion  of  said  route,"  and  in  connection  with  the  lessee's 
^  other  steamers  in  the  passenger  and  packet  freight  business 
on  the  river  and  lakes  between  Port  Huron,  Michigan,  and 
Toledo,  Ohio.^  By  the  eleventh  paragraph  of  the  charter 
the  lessor  ^  agrees  to  surrender  to  the  party  of  the  second 
part  all  of  the  good  will  of  the  ^  river  business,'  so-called,  that 
may  be  controlled  by  it,  and  to  that  end  agrees  not  to  enter 
into  competition  with  the  party  of  the  second  part  upon  the 
routes  herein  named,  and  not  to  operate  any  of  its  vessels  or 
any  vessel  [66]  whatsoever  on  the  said  routes  between  De- 
troit and  Port  Huion  or  between  Detroit  and  Toledo  during 
the  period  of  the  said  three  years.'' 

1.  It  is  wdl  settled  that  the  sale  of  a  business,  and  the 
surmder  of  the  good  will  peitai&ing  to  that  boainesB,  and 
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an  agreement  thereunder,  within  reasonable  limitations  ais  to 
time  and  territory,  not  to  enter  into  competition  with  the 
purchaser,  when  made  as  part  of  the  sale  of  the  business, 
and  not  as  a  device  to  control  commerce,  is  not  within  the 
federal  anti-trust  law.  United  States  v.  Trans- Missouri 
Freight  Ass\  166  U.  S.  290,  829, 17  Sup.  C5t  640,  41  L.  Ed. 
1007;  UniUd  States  v.  Joint  Trajfic  Ass\  171  U.  S.  606,  668, 
19  Sup.  Ct  26,  48  L.  Ed.  269;  Bement  v.  National  Harrow 
Co.,  186  U.  S.  70,  92,  22  Sup.  a.  747,  46  L.  Ed.  1058;  On- 
cinnati  Packet  Co,  v.  Bay^  200  U.  S.  179, 185, 26  Sup.  Ct.  208, 
50  L.  Ed.  428;  Fisheries  Co.  v.  Lennen  (C.  C.)  116  Fed.  217; 
Davis  V.  A.  Booth  dk  Co.  (6th  Circuit)  181  Fed.  81,  66  a 
C.  A.  269. 

On  the  other  hand,  it  is  equally  well  settled  that  the  fed* 
end  anti-trust  law  forbids  every  contract,  combination,  or 
oonq)iracy  which  directly  or  necessarily  operates  in  restraint 
of  trade  between  the  states  without  regard  to  the  form  whidi 
the  transaction  takes.  Northern  Securities  Co.  v.  United 
States,  198  U.  S.  197,  331,  24  Sup.  Ct  436,  48  L.  Ed.  299; 
Chesapeake  ds  Ohio  Fuel  Co.  v.  United  States,  115  Fed.  610, 
619,  620,  53  C.  C.  A.  256,  266,  266;  Clark  v.  Needham,  126 
Mich.  84,  85,  87,  83  N.  W.  1027,  51  L.  E.  A.  785,  84  Am.  St. 
Sep.  669.  See,  also,  cases  cited  in  Bigelow  v.  Calumet  A 
Heda  Min.  Co.  (C.  C.)  155  Fed.  869, 874. 

2.  The  determination  of  this  case  must  therefore  turn  upon 
the  answer  to  the  question  whether  the  restraint  impi^aed 
was  merely  incidental  to  the  lease,  or  whether,  on  the  other 
hand,  the  lease  was  a  device  to  control  interstate  commerce; 
in  other  words,  upon  the  dominant  purpose  of  the  parties  in 
making  the  lease.  This  is  a  question  of  fact,  to  be  deter- 
mined from  all  the  circumstances  of  the  case.  The  question 
as  presented  here  is  in  some  respects  novel,  and  is  not  en- 
tirely easy  of  solution.  The  oral  evidence  was  taken  in  open 
court,  and  consisted  of  the  testimony  of  the  representatives 
of  the  respective  parties  who,  on  behalf  of  their  principals, 
negotiated  the  lease  in  question.  Upon  a  careful  considera- 
tion of  this  testimony,  in  connection  with  the  documentary 
evidence,  and  giving  due  consideration  to  the  opportunity 
possessed  by  the  trial  judge  to  detennine  the  wieight  to  be 
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givQn  the  teatiiiiony  of  the  witoMBes^  ire  are  disposed  to  agree 
with  the  condusioQ  reached  by  the  court  below,  iliat  the 
agreemeiit  yiolatea  the  federal  anti-tmat  law.  Among  the 
important  oonsideratioiis  which  lead  to  this  oondusion  are 


For  12  years  preyious  to  the  making  of  the  lease  in  ques- 
tion a  monopoly  of  liver  and  lake  transportation  between 
the  points  named  in  the  charter  party  in  question  had  been 
maintained  under  a  pooling  arrangement  between  the  own- 
ers of  the  respective  lines  of  boats,  includrng  the  parties 
to  this  litigation,  with  the  exception  of  one  year,  during 
which  there  was  a  division  of  territory.  During  the  years 
1897, 1898,  and  1899  there  were  four  companies  in  the  pool. 
By  the  time  this  pooling  arrangement  expired,  two  of  the 
f  oiur  parties  had  disposed  of  their  interests  to  the  other  two, 
who  became  the  parties  to  the  1900  [66]  arrangement  m 
question,  the  libelant  having  made  a  sale  on  credit  of  one 
of  its  boats  and  the  resp<»dent  having  acquired  a  third  boat. 
The  arrangement  of  1897  to  1899  was  held  by  the  Supione 
Court  of  Michigan,  in  a  suit  brought  1^  appellee  here  against 
the  remaining  parties  to  the  agreement,  for  contributitm  on 
account  of  a  recovery  for  personal  injuries,  to  be  an  unlaw* 
ful  combination  under  the  federal  anti-trust  law.  WkUe 
Star  Line  v.  Star  Line  of  Steamers  et  al.j  141  Mich.  604, 105 
N.  W.  135,  113  Am.  St  Bep.  SSL  It  is  conceded  heie  that 
the  agreement  of  1897  to  1899  was  in  violation  of  that  law, 
fftxd  it  is  apparent  that  the  object  of  the  arrangement  for 
the  entire  period  between  1888  and  1899  was  a  monopoly  of 
the  traffic  in  question.  We  cannot  regard  this  fact  as  im- 
material in  arriving  at  a  determination  of  the  dominant  pur- 
pose of  the  parties  in  making  the  lease.  In  our  opinion  the 
previous  relations  of  the  parties,  while  not  necessarily  con- 
trolling, furnish  a  valuable  sidelight  upon  the  purpose  of 
HkQ  agreement  here  in  question.  The  case  before  us  must  be 
determined  upon  its  own  peculiar  facts.  The  district  judge 
seems  to  have  reached  the  conclusion  that  the  object  of  the 
appellee  in  chartering  the  IdlewHd  was  to  eliminate  appel- 
lant's competition,  and  that  in  making  the  charter  he  ^  aimed 
at  the  same  control  of  the  traffic  which  he  had  bef  pre,"  and 
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tfast  the  appellant  entered  into  the  contract  with  the  knowl- 
edge  of  its  purpose  and  effect  as  restraining  competition. 
The  duurter  for  the  years  1900  to  1902,  which  is  before  us, 
prodnoed  the  result  accomplished  by  the  arrang^nents  be- 
tween 1888  and  1899  and  was  intended  to  do  so.  The  dis- 
trict judge  found  as  a  fact  that  the  rentals  paid  for  the  use 
of  the  IdhwUd  were  greatly  in  excess  of  the  earnings  of  that 
steamer*  We  think  the  testimony  sustains  that  conclasion. 
While  there  is  some  conflict  of  testimony,  we  think  it  a  rea- 
sonable deduction  that  the  annual  rental  fixed  was  practically 
an  average  of  the  annual  earnings  of  the  IcUewild  during  the 
12  years'  existence  of  the  pooling  arrangement,  and  that  this 
amount  was  about  $4,000  greater  per  year  than  the  IdletoUd 
was  able  to  earn,  except  as  her  share  of  the  earnings  under  a 
practically  complete  monopoly  of  this  traffic.  Indeed,  the 
appellee's  manager  testified: 

*'Ffom  an  earning  standpoint.  In  tlie  hands  of  anybody,  she  (the 
IdiewiUl)  perhaps  was  worth  only  $9,000,  but  In  our  hands  and  to  do 
away  with  opposLtlon,  she  was  worth  |13,000  to  ua" 

It  is  urged  that  the  IcUewUd  could  not  have  competed  with 
the  appellant's  three  boats,  and  that  the  former  must  there- 
fore, had  this  lease  not  been  made,  have  remained  out  of 
oonmiission.  But  we  are  not  satisfied  that  such  is  the  case. 
Indeed,  as  we  understand  the  record,  appellant's  manager 
conceded  that  he  might  have  used  the  Idlewild  on  the  route 
between  Detroit  and  Toledo;  and  it  is  by  no  means  dear  that 
appellant  would  have  experienced  any  difficulty  in  supple- 
menting the  Idlewild  with  another  boat,  if  necessary  to  main- 
tain competition.  There  is  also  evidence  that  appellant's 
manager  had,  or  claimed  to  have,  such  competition  in  mind 
if  the  lease  in  question  were  not  made. 

If  it  was  the  dominant  purpose  of  both  parties,  when  mak- 
ing the  lease,  to  preserve  the  monopoly  which  they  had  par- 
ticipated in  creat[67]ing,  and  in  maintaining  for  a  period 
of  years,  the  contract  was,  in  our  judgment,  none  the  less 
invalid,  from  the  fact  that  the  lessor,  instead  of  receiving  for 
the  use  of  the  boat  a  share  of  the  profits  of  a  pool,  obtained 
as  annual  rental  an  amount  which  experience  in  the  pool 
showed  was  the  average  annual  earnings  assigned  to  the  boat 
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int^Mtioii— an  aaumat  niBteriai^  iasger  timi  the  boat  ooaU 
have  itself  earned  while  operated  under  the  lease. 

This  most  be  so  nnlesB  we  are  prepared  to  hold  that  a  oom** 
bination  made  for  the  purpose  of  maintjwmng  a  monopoly  is 
made  lawful  by  the  fact  that  the  rental  of  one  of  the  boats 
used  in  the  combination  was  fixed  in  amount.  Oan  it  make 
any  differeoioe  with  the  result. that  the  lessor  did  not  propose 
the  insertion  of  stipulaticms  against  competition,  if  he  knew 
that  the  object  of  the  lessee  was  to  effect  a  continuance  of 
tiie  moDopc^y  which  had  been  maintained  by  the  participa- 
tion of  the  parties  up  to  that  time,  and  that  such  would  be 
its  effect,  and  approyed  of  such  result,  knowing  that  it,  as 
lessor,  was  receiving  a  rental  which  could  only  be  paid  be- 
cause ^f  the  securing  of  such  monopoly! 

In  view  of  the  drcnmstances  which  hare  been  just  stated, 
did  the  form  the  transacticm  took  make  it  any  less  a  contract 
in  restraint  of  trade!  Should  not  in  such  case  the  dominant 
purpose  of  both  parties  be  hdd  to  be  to  restrain  commcsroe! 

In  OnUed  States  t.  Trans-Missouri  Freight  Ass^n  and  in 
United  States  y.  Joint  TraHio  Ass'^n^  supra,  is  found  language 
sustaining  the  inference  that  a  lease  and  sale  stand  upon  the 
same  basb.  It  must  be  conceded  that  there  is  no  necessary 
difference  between  rules  pertaining  to  sales  and  leases.  It 
seems  obvious,  however,  that  a  lessor  may  have  a  greater  in- 
terest in  creating  and  maintaining  a  monopoly  than  a  vendor 
from  the  fact  that  on  the  termination  of  the  lease  the  lessor, 
as  the  owner  of  boats  suitable  for  the  traffic  in  question, 
would  be  interested  in  the  existence  of  as  little  competition 
as  possible.  Ihe  fact  that,  as  we  understand  the  record, 
appellant  did  engage  in  the  river  and  lake  traffic  in  question, 
upon  the  expiration  of  the  charts  under  consideration,  lends 
color  to  the  view  that  it  was  to  appellant's  interest  to  main- 
tain the  same  anrangement  in  which  it  had  participated  dur- 
ing the  years  previous  to  the  charter  in  question.  The  fact 
that  the  parties  did  not  renew  their  arrangement  on  the  ex- 
pimtion  of  this  charter  is  not  significant,  for  by  the  time  it 
had  expired  the  parties  were  in  litigation,  first,  in  the  suit  in 
the  state  court  referred  to,  and,  second,  by  the  institution  of 
the  prescDt  suit  f oor  xcbtaL  under  the  charter  in  questioB 
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htire^in  whidi  etses  the  redprocal  defenses  were  made  tliait 
the  respecdye  agieementB  were  in  oontntTentioii  of  the  fed- 
eral statutes.  It  is  to  be  noted,  as  of  scmie  pertineney,  that 
by  the  fifth  para^^ph  of  the  lease  appellee  specifically  agreed 
that  the  leased  boat  shoold  be  operated  in  connection  with 
his  other  steamers  oyer  the  same  routes  whidi  had  been  so 
controlled  by  the  parties  for  many  years  preceding. 

The  theory  on  which  stipulations  against  competition  in 
connection  with  bona  fide  sales  have  been  held  not  to  violate 
the  federal  anti-trust  law  is  that  such  restraint  is  no  greater 
than  required  for  the  protection  of  the  legitimate  interests 
of  the  vendee,  and  that  such  restraint  is  therefore  merely  in- 
cidental to  the  main  purpose,  to  wit,  the  sale  and  purchase. 
See  United  States  v.  Tram-Misaouri  Freight  Asifn;  United 
L68]  States  y.  Joint  Traffic  Ass'n;  Bement  y.  National  Ear- 
row  Co.;  Cincinnati  Packet  Co.  v.  Bay;  Dams  y.  A.  Booik 
dk  Co.^  heretofore  cited. 

On  the  other  hand,  if  the  restraint  imposed  is  greater  than 
necessary  to  afford  a  fair  protection  to  the  legitimate  inter- 
ests of  a  vendee  or  lessee,  the  contract  is  rendered  void* 
Shawnee  Compress  Co.  v.  Anderson^  209  U.  S.  428,  425,  28 
Sup.  Ct  572,  62  Lb  Ed.  865.  The  same  test  has  been  reoog- 
nissed  by  this  court  in  several  cases  under  the  common  law, 
including  Hitchcock  v.  Anthony,  88  Fed.  779, 28  C.  a  A.  80; 
American  Straioboard  Co.  v.  Haldenutn  Paper  Oo.^  88  Fed. 
619,  27  C.  G  A*  684;  Knapp  v.  S.  Jarvis  Adams  Co.,  186 
Fed.  1008,  70  C.  C.  A.  686;  Prame  v.  FerreU,  166  Fed.  702, 
92  a  C.  A.  874. 

Can  this  test  apply,  that  is  to  say,  can  the  lessee  be  said  to 
have  legitimate  interests  to  protect,  when  his  dominant  pur- 
pose in  taking  the  lease,  and  which  is  approved  by  the  lessor, 
is  to  continue  a  monopoly  which  both  have  participated  in 
creating  and  maintaining!  We  are  constrained  to  the 
opinion  that  the  district  judge  did  not  err  in  holding  the 
agreement  unlawful. 

It  is  urged  that,  even  if  the  agreement  in  relation  to  the 
interstate  commerce  route  between  Detroit  and  Toledo  is 
void,  the  remainder  of  the  contract  may  be  enforced  as  valid. 
Theire  is  in  our  judgment  no  force  in  this  contention.    The 
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oontanet  is  entife  aod  indivisttde.  The  oniy  tm  wliioh  M-- 
spondent  had  of  the  Idle%oUd  was  under  the  oontaract,  and 
that  being  yoid,  and  no  bases  foriRting  for  an  apportioning 
of  earnings  under  the  interstate  route  from  those  earned 
wholly  within  the  staAe,  and  thus  no  means  of  separating  the 
legal  from  the  illegal  provision,  it  follows  that  no  recovery 
canbehad« 

SxvxREKS,  CSircuit  Judge  (dissenting). 

In  my  opinion  the  judgment  proposed  by  the  majority  of 
the  court  is  erroneous;  and,  as  the  subject  is  one  of  much 
interest  to  the  business  public,  and  my  conviction  is  so  posi- 
tive that  the  decision  is  not  in  accordance  with  the  settled 
interpretation  of  the  Sherman  Act,  I  think  it  my  duty  to 
record  my  dissent  and  state  the  reasons  for  it 

I  assume  as  a  postulate-  that  the  act  is  not  intended  to 
prohibit  that  class  of  contracts  so  long  sanctioned,  whereby 
the  owner  of  property  or  business,  for  a  valuable  considera- 
tion, conveys  it,  or  some  valuable  interest  in  it,  to  another, 
and  at  the  same  time  and  for  the  same  consideration  agrees 
not  to  do  anything  which  shall  tend  to  diminish  the  value 
of  the  subject-matter  of  his  conveyance,  whether  it  be  of  a 
business  or  of  some  specific  real  or  personal  property. 

A  lease  of  a  vessel  for  employment  on  a  certain  specified 
route  on  which  the  owner  has  hitherto  employed  it  is  a 
proper  contract  in  whidb  such  a  stipulation  may  be  made. 
The  contract  which  these  parties  made  is  not  obnoxious  to 
the  provisions  of  the  act  referred  to.  It  is  not  affected  by 
the  circumstance  that  these  parties  had  before  that  time  been 
in  a  combination  with  other  parties  which  was,  and  had 
been  adjudged  to'be,  illegal.  As  to  any  new  agreement,  they 
had  the  same  capacity  and  privilege  as  other  people  to  make 
contracts  concerning  their  property  and  business.  Whether 
such  new  contract  offends  the  law  depends  upon  its  stipula- 
tions. If  they  are  not  unlawful  and  their  due  performance 
is  not  unduly  prejudicial  to  the  [69]  public,  they  cannot 
be  imi>eached  by  suspicion  or  even  proof  that  the  parties 
intended  something  wrong  so  long  as  that  proof  does  not  go 
to  any  act  or  fact  extraneous  to  the  contract    Intentions  do 
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not  ooimt  inbiuineaB  transactions  unless  they  are  oarmd 
into,  effect  by  a  oontract 

Judge  Andrews  in  the  course  of  an  elaborate  opinion  upon 
this  subject,  dddvered  in  the  case  of  Diamond  Match  Co.  y. 
Roeber,  106  N.  Y.  473, 18  N.  £.  419, 60  Am.  Bep.  464,  said : 

"  We  are  not  aware  of  any  rnle  of  law  whtch  makes  the  motiye  of 
the  GOTenantee  the  test  of  the  validity  of  sach  a  contraet  On  the 
contrary,  we  suppose  a  party  may  legally  purchase  the  trade  and 
business  of  another  for  the  very  purpose  of  preventing  competitlen, 
and  the  validity  of  the  contract.  If  supported  by  a  consideration,  will 
depend  upon  its  reasonablenees  as  between  the  parties.** 

And  this  defendant  is  not  claiming  that  there  was  any 
stipulation  outside  the  contract  which  made  it  other  than 
what  it  purports  to  be.  On  the  contrary,  the  defendant 
plants  its  defense  upon  the  contract  itself  and  in  its  answer 
to  the  libel  sets  it  up  as  a  valid  defense.  There  is  no  sug- 
gestion of  any  extraneous  stipulation  which  by  its  association 
with  the  contract  would  make  it  unlawful.  It  is  true  the 
answer  sets  up  the  previous  unlawful  combination,  and  how 
it  was  denounced  by  the  supreme  court  of  the  state.  And 
then  the  defendant  attempts  to  carry  the  taint  of  that  trans- 
action over  into  the  new  contract  and  so  infect  it  with  the 
same  illegality.  Upon  what  legal  inference  or  logic  this 
result  is  accomplished  is  not  apparent.  In  the  court  below 
witnesses  were  called  and  testified  about  what  seems  to  me  to 
be  irrelevant  and  immaterial  subjects;  and  stress  is  laid  upon 
the  circumstance  that  the  district  judge  saw  the  witnesses 
and  heard  them  testify.  But  I  cannot  help  thinking,  with 
all  due  respect  to  the  opinion  of  my  associates,  that  the  oral 
testimony  adduced  at  the  hearing  in  the  court  below  was  of 
no  legal  significance,  both  because  there  ^bjs  no  pleading 
which  raised  any  issue  beyond  that  which  the  reference  to 
the  contract  itself  and  the  earlier  combination  presented,  but 
because  the  testimony  referred  to  does  not  tend  to  show  that 
anything  more  than  the  due  performance  of  the  contract  was 
at  any  time  agreed  to  be  done,  or  ever  was  done. 

Turning  again  to  the  instrument  itself,  the  only  point 
raised  in  the  argument  made  to  show  that  the  parties  agreed 
to  do  something  which  would  be  in  violation  of  the  Sherman 
Act  is  that  the  sum  agreed  to  be  paid  for  the  use  of  the 
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▼WBd  coasixleirably  exceeded  the  fair  rental  value  of  the  use. 
This  is  suppoeed  to  give  ground  for  suspicion.  But  what 
evil  object  the  suspiekoi  rests  upon  is  not  so  ^^  bodied  forth  " 
aa  to  be  disoemible.  Besides,  it  is-  the  ordinary  and  ex- 
pected thing  in  such  cases  that  the  vendee  will  pay  more  l^an 
tike  value  of  the  principal  subject  of  the  contract,  and  that 
some  part  of  the  consideration  goes  for  the  ancillary  stipu- 
lation. The  defendant  in  its  answer  to  the  libel  very 
properly  puts  the  matter  thus: 

"  That  the  rental  price  agreed  to  be  paid  for  the  steamers  IdlewUd 
and  Arundell  was  largely  In  excess  of  their  real  rental  value,  and  that 
the  seme  was  agreed  to  be  paid  in  consideration  of  the  nndertaUng 
of  the  libelant  not  to  enter  into  competition  with  the  defoidant  npcm 
said  route  during  the  period  of  said  contract.'* 

[70]  Just  what  the  Sherman  Act  means  by  the  term  ^^mo- 
nopolizing  "  is  not  yet  settled,  and  it  may  be  that  it  will  have 
to  be  done  by  the  processes  of  inclusion  and  exdusion.  But 
it  already  seems  safe  enough  to  say  that  it  does  not  include 
such  a  result  as  a  man  may  attain  by  his  own  endeavor  and 
without  the  suppression  of  competition  other  than  such  as 
inures  to  him  through  the  ancillary  stipulations  of  a  lawful 
contract,  such  as  these.  There  is  no  forbidden  monopoliz- 
ing in  this,  nor  any  undue  restraint  of  trade.  There  was 
here  no  agreement  to  bring  other  parties  into  a  combination, 
or  to  induce  them  not  to  enter  into  competition.  There  was 
no  stipulation  that  the  lessor  should  have  any  interest  in  the 
proceeds  of  the  business  which  it  was  expected  would  be  car- 
ried on  by  the  lessee ;  nor  was  there  any  sort  of  combination 
in  the  enterprise.  If  the  lessor  had  sold  the  vessel  outright, 
and  had  stipulated  not  to  compete  in  the  business  in  whi<^ 
she  was  to  be  employed,  it  would  have  been  the  common  case 
in  which  such  ancillary  stipulations  have  been  adjudged  to 
be  lawfuL  Here  the  vessel  was  leased  for  a  term  of  years, 
and  tlie  restraint  which  the  lessor  put  upon  itself  was  for 
the  same  period.  All  the  vessels  on  the  Great  Lakes  which 
then  were  or  might  be  built  and  be  capable  of  such  service 
were  as  free  as  ever  to  ply  the  business  of  carriers  of  pas- 
sengers and  freight  between  these  ports. 

The  defeniknt  naively  avows  u&  its  answer  and  makes  oath 
that  at  the  time  when  it  made  this  contract  it  was  advised 
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and  belieyed  that  it  was  valid  and  binding.  AM  npoti  sach 
a  pledge  of  its  sincerity  we  may  properly  assume  that  dur- 
ing the  years  when  it  was  using  the  vesael  it  held  to  the  same 
faith.  Otherwise  it  would  have  abandoned  the  contnMtt 
and  restored  the  vessel  to  its  owneor.  It  was  not  until  pay 
day  arrived  that  it  was  able  to  see  things  in  what  it  now 
thinks  is  the  proper  lights  I  do  not  mean  to  say  that  it  is 
not  permissible  in  law  for  a  party  to  alter  his  position  in  this 
way  and  in  drcumstanoes  where  the  law  permits  it  on 
grounds  of  public  policy,  but  the  conditions  are  recited  to 
indicate  the  duty  of  the  court  to  put  such  a  construction  upon 
the  contract  and  give  it  such  effect  as  will  make  it  valid  and 
obligatory  if  such  construction  is  fairly  possible. 

In  my  opinion  the  public  interest  was  not  impaired  in  any 
way  which  would  rend^  the  contract  obnoxious  to  the  prohi- 
bitions of  the  Sherman  Act;  and  I  cannot  help  thinking  that 
a  decision  to  the  contrary  would  be  opposed  to  the  settled 
law,  and  if  followed  would  render  the  making  of  any  of 
this  kind  of  contracts  practically  impossible,  and  must  think 
that  the  public  interest  wonld  be  better  served  by  compel- 
ling the  defendant  to  perform  its  agreement 


1174]  MOTION  PICTUEE  PATENTS  CO.  v.  ULLMAN 

ET  AlJ 

(Circuit  Court,  8.  D.  New  Tork.    September  2T,  1910.) 

use  Fed.  Bep^  174.] 

MONOFOLneS    (S   21) — ^RiQHTS  of  MEHSEBS-^Smr  fob   iNFBIIfOEMElfT — 

A,zxBGATioir  OF  UNLAWFUL  CoNSFiBAOT. — It  Is  no  defense  to  a  suit 
for  infringement  of  a  patent  that  the  complainant  and  third  persons 
have  entered  Into  an  Illegal  combination  or  conspiracy  in  reBtfaint 
ef  trade;  and  mch  defense  is  not  aided  by  an  allegation  In  the 
answer  that  the  suit  is  not  brought  in  good  faith  to  prevent  Infrinise- 
ment,  but  for  the  purpose  of  making  such  conspiracy  effective.^ 
[Ed.  Note. — ^For  other  cases,  see  Monopolies,  Cent  Dig.  S  15 ;  Dec 
D)lg.l2L] 
^— ^  I  11         III. I I  >-*^-.ai^^— ■— ^ 

•BjViaba$  ewrrM^tedr  19U«  by  West  PobUidUni  Ootoiliaay. : 
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Ia  Eqidij.  Snit  by  tlie  Motion  Pictui^  Patents  Company 
against  Isaac  W.  UUman,  iSdney  K.  XTUman,  Duff  C.  Law, 
William  Paley,  [176]  and  the  Film  Import  A  Trading  Com- 
pany.   On  exception  to  answer.   Excepticm  sustained. 

Richard  N.  Dyer  and  Leonard  H.  Dyer^  for  complainant 

LUOefidd  and  LiMeiteld,  for  defendants 

HoM,  District  Judge. 

I  tliink  the  great  weight  of  anthority  is  to  the  effect  that 
it  is  no  defense  to  a  suit  for  the  infringement  of  a  patent  that 
th^  complainant  and  third  parties  have  entered  into  a  com- 
bioation  or  conspiracy  in  restraint  of  trade,  in  violation  of 
the  Sherman  Anti-Tmst  Act  (Act  July  2,  1890,  c.  647,  26 
Stat.  209  [XT.  S.  Comp.  St  1901,  p.  8200]).  StraU  v.  Na- 
Hofud  Harrow  Co.  (C.  C.)  51  Fed.  819;  Otis  Elevator  Co.  v. 
O^ger  (C.  C.)  107  Fed.  131;  General  Electric  Co.  v.  Wiee 
(C.  C.)  119  Fed.  922;  Independent  Baking  Powder  Co.  r. 
Boorman  (C.  C.)  180  Fed.  726;  Motion  Picture  Patents  Co. 
Y.  Laenvmle  (C.  C.)  178  Fed.  104.  Such  a  suit  is  not  based 
on  contract,  but  on  tort,  and,  of  course,  the  fact  that  a  man 
has  entered  into  some  illegal  contract  does  not  authorize 
others  to  injure  him  with  impunity. 

The  paragraph  of  the  answer  excepted  to  alleges  that  the 
suit  is  not  brought  in  good  faith  to  prevent  infringement, 
but  for  the  purpose  of  carrying  out  .and  making  effective  a 
oontoact,  combination,  and  conspiracy  betwe^i  the  complain- 
ant and  the  Eastman  Kodak  Company  to  monopolize  the 
manufactare,  sale,  and  use  of  moving  pictures  in  violation 
of  the  Sherman  Act  But  the  bill  is  a  simple  bill  for  the  in- 
fringement of  a  patent  Its  purpose  is  apparent  on  its  face. 
The  mere  assertion  that  it  has  some  other  purpose  is  not  an 
allegation  of  fact,  and  is  not  admitted  by  the  exception*  If 
incidentally  it  effects  some  other  result,  that  does  not  author- 
ize infringement 

'Uj  conclnfflffn  is  that  the  exception  should  be  sustained. 
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[5981  UNITED  STATES  ff.  AMBBIOAN  KAVAL 
8T0EES  C!0-  BT  AL.^ 

(Circnit  Court,  S.  D.  GeorgU,  E.  D.    April  17,  1909.) 

[186  Fed.  Bep.  592.]      . 

MoNOPOUBS  (f  10) — Federal  Anti-Tbust  Aor — ^Penal  Pbovisionb — 
CoNBTiTTTTioNAUTT* — ^The  p^i&l  provisloiis  of  Sbcnnan  Antl-TIVnst 
Act  July  2,  1890,  c.  647,  II  1,  2,  26  Stat  209  (U.  8.  Comp.  St  1901, 
p.  8200),  making  it  a  misdemeaBor  to  engage  in  any  eombinatlon 
or  conspiracy  In  restraint  of  interstate  commerce  or  to  monopolise 
er  attempt  to  monopolize  any  part  of  andi  commerce,  ate  constitu- 
tl0naL» 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  1 10.] 

MoNOPOUxs  (f  81) — Federal  Aitti-Trust  Act — Indictment  for  Vio- 
lation— StjnrciENOT. — Gonnts  of  an  indictment  diarging  conspiracy 
to. restrain  and  monopolize  interstate  trade  and  commerce  in  viola- 
tion of  Sherman  Anti-Tmst  Act  July  2, 1890,  c.  647,  II  1,  %  26  Stat 
209  (U.  S.  Oomp.  St  1901,  p.  8200),  considered,  and  held  to  suffi- 
ciently charge  and  describe  the  offense. 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec  Dig.  I  81.] 

Indiotment  and  Information  <I  125) — ^DuPLioirr — ^Violation  of 
Federal  ANTZ-TRtrsT  Act.— Under  Sherman  Anti-Trust  Act  July  2, 
1890,  c.  647,  I  2,  26  Stat  209  (U.  8.  Oomp.  St  1901»  p.  8200),  which 
makes  it  a  misdemeanor  to  "  monopolize  or  attempt  to  monopolize 
*  *  *  any  pari  of  the  trade  or  commerce  among  the  several 
states  or  with  foreign  nations,"  monopolizing  and  attempting  to 
monopolize  such  commerce  are  s^Mirate  offenses  and  cannot  be  In- 
duded  in  <me  count  of  an  indictment 

[Ed.  Noteb— For  other  casee»  see  Indictment  and  Information,  Dec 
Dig.  I  125.] 

[598]  Criminal  prosecution  by  the  United  States  against 
the  American  NaTnid  Stores  Company,  Edmund  S.  Nadi, 
and  others.    On  demurrer  to  indictment.    OTerruled. 

See,  also,  172  Fed.  455;  186  Fed.  81. 
i 

Alexander  Akerman^  Asst.  U.  8.  Atty.,  W.  M.  Toomer. 

Asst.  Atty.  Gen.,  for  the  United  States, 

TT,  W.  MachdUj  Adams  and  Adorns^  and  Oarrard  and 
Uddrim^  for  defendants. 

•For  charge  given  to  the  Jury  (172  Fed.  456)  see  vol.  8,  p.  679. 
*  Syllabus  copyrighted,  1911,  by  West  Publishing  Ck)mpanj. 
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SwavAM^j  District  Judge  (<»ally). 

The  demurrer  to  the  indictment  in  this  case  raises  both 
the  question  of  the  validity  of  the  penal  provisions  of  the 
Sherman  or  Anti-Trust  Act  and  the  sufficiency  of  the  indict- 
ment under  sections  1  and  2  of  said  act  Act  July  2,  1880, 
e.  647,  26  Stat  209  (U.  S.  €!omp.  St  1901,  p.  8200).  The 
questions  raised  by  the  demurrer,  and  so  ezhaustivriy  and 
comprehensively  argued  by  counsel,  orally  and  by  brief,  have 
caused  anxious  and  earnest  investigation  by  the  court  The 
statute  has  been  a  vexatious  one  to  the  courts  since  it  first 
came  under  judicial  scrutiny,  in  Be  Cheene  (C.  C.)  52  Fed. 
104. 

Four  times,  so  far  as  my  investigation  has  disclosed,  this 
statute  has  received  judicial  consideration  in  criminal  cases, 
and  in  none  of  these,  was  the  question  of  the  uncertainty 
and  indefiniteness  of  the  penal  provisions  of  the  statutes 
brought  squarely  before  a  court  as  here.  Not  once  has  the 
Supreme  Court  passed  upon  this,  perhaps,  doubtful  feature 
of  the  act;  but  a  fair  and  reasonable  interpretation  of  the 
decisions  of  that  court  from  United  8tate$  v.  E.  C,  KniglU 
Co.,  in  156  U.  S.  1, 15  Sup.  Ct  249,  89  L.  Ed.  826,  as  early 
as  1895,  down  to  the  Danhury  Hat  ca^e,  208  U.  S.  274,  28 
Sup.  Ct  801,  52  L.  Ed.  488,  will  uphold  the  validity  of  the 
act  A  brief  summary  of  them  all  is  that  they  hold  ^^  that 
the  act  prohibits  any  combination  whatever  to  procure  action 
which  essoitially  obstructs  the  free  flow  of  commerce  be- 
tween the  states  or  obstructs  in  that  regard  the  liberty  of  a 
trader  to  engage  in  business."  It  does  not  fail  to  interest 
the  inquiring  student,  either,  that,  in  all  of  tbe  important 
cases  involving  the  construction  of  this  act  by  that  great 
court,  eveiy  section  of  it  has  been  persistently  assailed  for 
uncertainty,  ambiguity,  absurdity,  and  unconstitutionality. 

The  wholesome  purpose  of  the  law,  as  r^nedial  legislation, 
b  I  conceive,  no  longer  open  to  question  or  cavil  by  the 
inferior  federal  courts,  who  must,  of  course,  be  guided  by 
the  construction  of  the  Supreme  Court.  Said  Justice  lia- 
combe,  speaking  for  the  Circuit  Court  for  the  Southern  Dis- 
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triet  of  New  York,  in  Ufdted  States  v.  American  Tohaeeo 
Co^  164  Fed-  700,  referring  to  the  Sherman  Act: 

**  Disregarding  Tarions  dicta,  and  following  the  several  propositions 
which  have  been  approved  by  successive  majorities  of  the  Supreme 
Court,  this  language,  as  prohibiting  any  contract  or  combination  whose 
^llrect  effect  Is  to  prevent  the  free  play  of  competition,  and  thus  tend 
to  deprive  the  country  of  tiie  services  of  any  number  of  indepoident 
dealers,. however  smaU. 

**Ab  thus  construed,  the  statute  is  revolutionary;  by  this  it  Is  not 
Intended  to  imply  that  the  construction  is  Incorrect.  When  we  remem- 
ber the  circumstances  under  which  the  act  was  passed,  the  popular 
prejudice  against  large  aggregations  of  capital,  and  the  loud  outcry 
against  combinations  which  [694]  might  In  one  way  or  another  inter- 
fere to  suppress  or  check  the  full,  free,  and  wholly  unrestrained  com- 
petition which  was  asiiumed,  rightly  or  wrongly,  to  be  the  very  life  of 
trade,  It  would  not  be  surprising  to  find  that  Congress  had  responded 
to  what  seemed  to  be  the  wishes  of  a  large  part,  if  not  a  majority,  of 
the  community,  and  that  it  Intended  to  secure  such  competition  against 
the  operation  of  natoral  laws." 

It  could  accomplish  no  good  purpose,  as  I  see  at  this  time, 
to  enter  upon  a  comprehensive  review  and  comparison  of  the 
decisions  of  the  inferior  federal  courts  construing  the  penal . 
provisions  of  the  act.  Suffice  it  to  say,  that  the  well-reasoned 
case  decided  by  Judge  Jackson  (which  I  would  be  inclined 
to  follow  if  the  statute  had  not  received  construction  by  the 
Supreme  Court),  who  undertook  to  define  the  scope  of  the 
act  and  what  were  criminal  monopolies,  and  what  consti- 
tuted restraint  of  trade  and  the  sufficiency  of  an  indictment 
within  the  purview  of  the  statute,  was  long  prior  to  the  deci- 
sions of  the  Supreme  Court  in  the  Swift  case^  196  U.  S.  875, 
25  Sup.  Ot  276,  49  L.  Ed.  618,  the  Northern  Seourities  com, 
198  U.  S.  197,  24  Sup.  Ct  436,  48  L.  Ed.  679,  and  the  Joint 
Traffie  Association  ease,  171  U.  S.  505,  19  Sup.  Ct.  25,  48  L. 
Ed.  259).  In  view  of  the  interpretation  of  the  statute  made 
in  these  cases  it  is  not  improbable  that  Judge  Jackson's  de- 
cision in  Re  Ofeene  (C.  C.)  52  Fed.  104,  and  Judge  Nelson's 
decision  in  United  States  v.  GreenhtU  (D.  C.)  50  Fed,  469, 
and  Judge  Bick's  in  Re  Coming  (D.  C.)  51  Fed.  205,  would 
be  different. 

In  so  far  as  the  application  of  the  provisions  of  the  statute 
denouncing  as  criminal  combinations  and  conspiracies  in 
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teBtnint  of  trade  and  monopoUeB  and  attempts  at  monopo- 
lies and  attempts  to  monopolize,  I  am  impelled,  after  some 
hesitaniT'  and  much  inquiry,  to  the  ultimate  oonduaion  tliat 
until  that  question  is  brought  squarely  before  the  Supreme 
Court  it  would  be  safer  to  follow  the  precedents  established 
by  United State$  r.Pattenonet  al.  (C.  a)  65  Fed.  605,  and 
Unii&d  States  y.  MacAndrewe^  Farbee  Oampanjf  {C  CL) 
149  Fed.  823. 

Judge  Hough,  of  the  Sotithwm  District  of  New  Y<Mrk,  over- 
ruled a  demurrer  to  an  indictment,  charging  violation  of  sec- 
tions 1  and  2  of  the  Sherman  Act,  and  held  among  other 
definitions  of  the  act,  that: 

"Wlietlier  anj  glTen  bustness  scbeme  fftUs  within  the  antl-tmst 
law  as  a  combination  or  eonqtausj  In  restraint  of  trade,  or  an  at- 
tempt at  monopoly  of  a  portion  thereof  It  la  to  be  determined  by  Its 
effect  on  Interstate  commerce,  which  need  not  be  a  total  euppreasloQ 
of  trade  or  Interstate  commerce,  nor  a  monopoly ;  but  It  is  sufficient 
If  its  necessary  operation  tends  to  restrain  interstate  commerce  and 
to  deprive  the  pnbUc  of  the  advantages  flowing  from  ftee  competition." 

Again,  the  criminal  provisions  of  the  statute  received  com- 
prehensive treatment  from  Circuit  Judge  Putnam,  in  the 
case  of  United  States  v.  Patterson  (C.  C.)  55  Fed.  605.  This 
case  was  most  exhaustively  argued  by  counsel  in  which  al- 
most every  conceivable  objection  that  could  be  raised  to  the 
application  of  the  first  two  sections  of  the  act  were  insisted 
upon,  yet  the  learned  judge  said : 

"I  do  not  think  there  is  any  constltutlonaJ  question  in  this  case, 
qpon  any  view  of  this  statute  or  upon  the  face  of  the  indictment 

''The  right  of  free  conunerce  granted  by  the  Constitution  permits 
broad  legislation;  and  In  no  sense  is  this  atatnte  as  broad  as  tbe 
roTlsed  statute  [595]  section  9608  on  the  principal  constnictlon 
pleaded  later  In  OMied  BUUes  v.  WoddeH  [112  U.  S.  76»  5  Snp.  Ot  80^ 
28  L.  Ed.  873]. 

"  There  may  be  practical  difficulties  in  applying  the  statute  in  such 
a  way  as  to  prerent  conflicts  with  the  state  Jurisdiction.  Ordinarily 
a  case  cannot  be  made  under  the  statute  anless  the  means  are  shown 
to  be  Illegal,  and  therelore  it  is  necessary*  ordinarily*  to  declare  the 
by  which  it  Is  intended  to  engross  or  monopoUae  the  market" 


The  court  does  not  feel  embarrassed  by  the  use  of  the  words 
^  trade  and  oommerce.^  The  learned  judge  goes  on  to  point 
out  the  i^eeific  offenses  denounced  by  the  first  two  sectiona 


Digitized  by  VjOOQIC 


OftpOon  4f  til*  OMtft 

of  ih6  ftct^  and  further  on  defineB  the  purpoee  of  GoDgresB 
in  this  legisktidu 

Can  it  be  said  in  view  of  these  deoisioiis  that  the  act,  aa 
far  aa  it  applies  to  oriminal  oomhinations  and  eonspinusies, 
should  be  lightly  brushed  aside  because  qt  its  apparent  un- 
reasonableness and  absurdity,  or  would  it  best  comport  with 
the  due  administration  of  justice  to  hold  its  penal  provi- 
sions effective  as  against  those  conspiracies  and  ocmibina^ 
tions  which  are  shown  by  requisite  proof  to  be  destructive 
of  the  public  welfare!  It  has  been  asserted  by  text-writers 
to  be  incapable  of  enforcement  because  its  application  would 
destroy  honest  enterprise  and  thrift;  perhaps  this  is  an  un- 
founded apprehension. 

There  are  valid  statutes  impossible  of  application  in  all 
cases  to  the  letter,  notably  the  Trinity  Church  case^  143  U.  S. 
457,  12  Sup.  Ct.  611,  86  L.  Ed.  226.  Blackstone  illustrates 
it,  with  the  law  of  Bologna,  which  prohibited  the  shedding 
of  blood  in  the  streets  of  the  city ;  but,  when  a  man  fell  with 
a  fit  and  had  to  be  lanced  as  a  remedy,  no  one  ever  thought 
by  doing  so,  that  the  law  was  violated. 

I  have  considered  the  indictment  in  the  li^t  of  the  con- 
stitutional requirement  that  the  accused  must  be  informed 
of  the  nature  and  cause  of  the  accusation  against  him,  and 
the  indictment  must  impart  to  him,  not  only  all  the  elements 
of  the  offense,  but  they  must  be  stated  in  the  indictment  with 
clearness  and  certainty,  so  as  to  make  the  defendant  reason- 
ably to  understand  the  act  and  particular  transaction  touch- 
ing which  he  must  be  prepared  with  his  proof.  The  rule 
is,  in  prosecutions  for  offenses  against  the  laws  of  the  United 
States,  the  indictment  must  charge  more  than  the  language 
of  the  statute  upon  which  it  is  founded.  However,  it  ap- 
pears that  to  some  extent  this  necessity  must  be  governed  by 
the  particular  facts  and  circumstances  of  each  case. 

It  has  been  held  that  the  test  of  the  sufficiency  of  the 
chaining  or  descriptive  piort  of  an  indictment  is  not  that  it 
might  be  more  specific  and  certain,  but  whether  it  charges 
enough  to  put  the  defendant  tm  notice  of  what  ho  may  ex- 
pect to  me^  in  the  proof.  Without  critically  reviewing  the 
indictanrat,  the  first  oount  charges  that  the  defendant  oon- 
spired  in  the  usual  form  of  a  oonspiraqr  charge,  and  then 
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ptwee^i  to  dtocribis  with  sMiei  deteil  how  tibey^  wen  Mgaged 
in  interstate  trade  and  commerce  and  the  character  of  the 
trade  points  and  places,  the  relation  of  the  officers  to  the 
corporation,  and  then  follows  a  description  of  the  means 
Mid  ways  of  effecting  the  oonspiraoy. 

The  second  coimt  charges  a  ccmqHracy  to  monopolise  and 
describes  in  like  manner  how  the  monopoly  was  to  be  efl^eeted, 
and  the  general  scheme  of  effecting  the  objects  of  that  con- 
spiracy. I  am  of  the  opinion  that  these  counts  charge  suffi- 
ciently the  offense  of  conspiracy  to  [596]  put  the  defendant 
on  notice  of  the  nature  of  the  accusation.  The  third  coont  is 
a  more  difficult  proposition.  It  is  very  doubtful  whether  by 
the  use  of  the  generic  term  ^  monopolize  ^  and  what  follows 
a^  a  description  of  the  offense  in  this  count  is  sufficient  to 
meet  the  requirements  as  laid  down  in  the  familiar  casee  of 
OrviksJuMk  (92  U.  S.  542,  28  L.  Ed.  588)  and  Bess  (124 
n.  S.  483,  8  Sup.  Ct  571,  81  L.  Ed.  51«).  As  may  be  seen, 
the  statute  intends  to  create  two  distinct  and  different  offenses, 
vi2.,  monopolizing  and  attempting  to  monopolize. 

It  is  elementary  that  two  separate  offenses  cannot  be  in* 
dnded  in  one  count  of  an  indictment  Besides,  it  is  im- 
portant that  the  defendant  should  know  whether  the  gov- 
ernment will  proceed  to  prove  that  the  defendants  monopo- 
lised or  attempted  to  monopolize.  I  think  there  is  clearly  a 
distinction  between  the  two,  and,  although  there  is  not  dif- 
ferent punishm^it  provided,  the  count  is  bad  for  duplicity 
and  for  lack  of  certainty. 


[IWi]     UNITED  STATES  v.  SWIFT  ET  AL.« 

<I>l8Met  Ocrart»  N.  D.  nunofak    Umxeh  22. 19fll.) 

tisa  VeA.  Bjb(9^  1002.] 

CSBOfnrM.  L4W  (f  42) — ^Immunitt  to  Qnb  Fubnisbinq  Bvidenob— 
BwATun  Qonmriiie  iKmiTxaATioifs  by  Oommissioneb  or  Gobpoba- 
noKS.*— Tbe  immntiity  statute  governing  the  giving  of  testimony  be- 
fore the  OomBilssioner  of  Corporations  is  Act  Feb.  U,  1803,  c.  83,  27 

•  IVr  epfeoien  oremAtag  deannTen  to  ladicUaeats  (^M  W^^  Bep,, 
92),  see  poH,  p.  28a. 
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Stat  448  (U.  &  Obmp.  at  JMU  9*  8^8).,  taspgmOj  naAe  appUoaM* 
by  Act  Feb.  14, 1903,  c.  562,  §  6,  32  Stat  827  (U.  S,  Comp.  St  Supp. 
1900,  p.  02),  creatliig  the  Department  of  Ck)inmerce  and  Labor* 
[Ed.  Note.— For  other  cases,  see  CMminal  Law,  Dec  Dig.  f  42.] 

GUMINAL    Law     (J    42) — IMMUKITT    TO    WrrNBSS— OONSTBtTOTION    OT 

Statute.— Immnnity  Act  Feb.  11,  1898,  c.  88,  27  Stat  448  (U.  8. 
Oomp.  St  1901,  p.  8178),  whldi  relates  to  evid«ice  given  la  govern- 
meat  InveBtigatlon^  and  provides  that  "no  person  shall  be  prose- 
eoted  or  sabjected  to  any  penalty  or  forfeiture  fof  or  on  aoeonnt  of 
any  transaction,  matter  or  thing  concerning  which  he  may  testify 
or  produce  evidence,  *  *  « *•  was  enacted  to  satlsify  the  demand 
of  the  fifth  constitutional  amendment,  and  does  so  by  affording  the 
witness  absolnle  Imnumlty  from  fatvre  proaecatl<m  for  any  offense 
arising  out  of  the  transactions  to  which  his  testimony  relates,  and 
which  might  be  aided,  directly  or  Indirectly,  thereby,  so  as  to  leave 
no  ground  on  which  the  constitutional  privilege  [1008]  may  be  in- 
voked. It  operates  as  an  act  of  general  amnesty  for  all  such 
offenses ;  but  it  is  not  Intended  to  be,  and  cannot  be  made^  a  dbield 
against  prosecntion  for  offenses  committed  after  the  testimony  is 
given  or  tlie  evidence  famished,  since  a  person  cannot  be  said  to 
Itave  been  a  witness  against  himself  In  respect  to  an  offense  whidi 
had  not  been  conmiltted  when  the  testimony  was  given. 

[Ed.  Note.— For  other  cases,  see  Criminal  Law,  Dec.  Dig.  I  42.] 

QaiMiNAL  Law  (t  198) — ^Fkdebal  Akti-Tiubt  Act — OoirsFiBACT  in  Bs- 
8TBAIHT  or  TsADi— AoQUiTTAir— s:FrgoT.r— A  cousplracy  to  restrain 
or  monopolise  Interstate  commerce^  in  violation  of  the  Sherman 
Anti-Trust  Act  (Act  July  2,  1890,  c.  047,  I  1,  26  Stat  209  [U.  S. 
Gomp.  St  1901,  p.  8200]),  is  necessarily  a  continuing  one,  and  Its 
Illegality  Is  not  alone  In  the  act  of  confederating  or  engaging  In  the 
eonsplracy,  but  also  in  its  continuation,  so  that  a  judgment  of  con- 
viction or  acquital  in  a  prosecution  of  those  engaged  in  it  is  not  a 
bar  to  their  subsequent  prosecution  for  continuing  and  carrying  for- 
ward the  same  conspiracy  thereafter,  which  is  a  new  violation  of 
tiielaw. 

[Bd.  Note. — For  otber  cases,  see  Criminal  Law,  Dec.  Dig.  I  198.] 

Cbihinal  Law  (S  42)— iMMtnriTT  to  Ons  FuamSRiira  Bvimoeroi — 
Bftict  of  Statute. — Defendants  were  Indicted  in  1906  for  con- 
spiracy to  monopolize  interstate  commerce  in  fresh  meats,  in  viola- 
tion of  the  Sherman  Anti-Trust  Act  (Act  July  2,  1890,  c  647,  S  1, 
26  Stat  209  [U.  S.  Comp.  St  1901,  p.  8200] ) ;  but  an  acquittal  was 
directed,  on  the  ground  that  they  were  Immune  from  prosecution  be- 
cause of  testimony  glvoi  and  evidence  furnished  by  them  before  the 
Commissioner  of  Corporations  in  relation  to  the  transactions  which 
formed  the  basis  for  the  Indictments.  Held,  that  such  immunity 
did  not  extend  to  a  subsequent  prosecution  for  continuing  the  same 

•  Syllabus  copyrighted,  1811,  by  West  PidMiahing  Company. 
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eaotfltmcy  thereafter,  nor  did  It  obliterste  tb%  ftiote  teeCMed  to, 
wUch,  if  legally  competent  and  relevant,  might  be  ahown  in  the 
eoheeonent  proeeentlon. 

[Bd.  Kotei— For  other  caaea,  aee  Criminal  Law,  Dee.  Dig.  I  42.] 
IsuonnafT  Aim InroBMAnoH  (1 187) — ^Motion  ^QfOABW^-^emoiUtmB-^ 
OoMnsBVor  or  BnoairoB  Baroaa-  GaAHo  JxniT.-*^Bzcept  in  atmtea 
having  atatatea  on  the  anhject,  conrta  will  not  review  the  evideBee 
ree^ved  by  a  grand  jnry  on  a  motion  to  qnaali,  for  the  porpoae  of 
paaaing  on  ita  oompetency. 

[Ed.  Note. — ^For  other  eaaea,  aee  indictment  and  InfbrmatioB, 
Gent  Dig.  S  483;  Dee.  Dig.  f  1A7.] 
OtaMnriUL  Law  (f  278)— 'Puuls  nr  AnAmfBifT->OBonin>B. — In  the 
federal  eoarta,  a  plea  in  abatement  in  a  criminal  caae  may  properly 
raiae  an  iaane  of  fact  as  to  what  evidence  waa  preaented  to  the 
grand  jnry. 

[Bd.  Note.— For  ether  caaea,  aee  Oriminal  Law,  Ont  Dig.  %% 
688-642;  Dec  Dig.  I  27a] 
WoBDa  AKD  PBaAaaa— '^  iMMimiTT.'*-^'*  Immnnity "  doea  not  mean 
that  no  acta  in  fftct  were  ever  done,  bat  that  there  may  be  no  proae- 
cntlon  in  teapect  thereto.  Immunity  doea  not  wipe  ont  the  liiatory 
of  eventa. 

(Bd.  Note.^For  other  definitiona,  aee  Worda  and  Phraaea,  voL 
4,  pp.  8411,  8412.] 
Pabdon  (I  1)— NATuaa  of  •* Pabdow "— •'AMUMwr.'*— A  "pardon"  or 
**  anmeaty  "  aecorea  againat  the  conaeqnencea  of  one^  acta,  and  not 
againat  the  acta  of  themselTea.  It  involvea  forgiveneaa;  not  for- 
getfnlneaa. 

[Bd.  Note.— For  otiier  caaea,  aee  Pardon,  Ceaxt  Dig.  i  1 ;  Dee.  D^. 
f  1. 

For  other  deflnitioQa,  aee  Worda  and  Phraaea,  vol.  %  p.  878;  vol. 
6,  pp.  S168-«172;  vol.  8,  p.  774B.] 

[1004]  CSriminal  proeecation  by  the  United  States  against 
Loais  F.  Swift  and  others.  On  motions  to  quash  and  pleas 
to  the  indictment,  and  motion  to  strike  pleas  from  files.  Mo- 
tions to  quash  and  to  strike  denied,  and  rule  on  govenmient 
to  reply  to  pleas. 

''The  indictment  in  this  caae  charges  a  combtoatioh  in  restraint  of 
trade  and  commerce  among  tiie  several  states,  and  contains  live 
eoonta.  The  first,  aecond,  and  fifth  cotinta  charge  the  engaging  by 
the  defendants  in  the  combination  therein  described  '  during  the  ten 
yeara  next  preceding  the  finding  and  presentation  of  this  indict- 
ment, ^  ^  *  and  therefore  contlnnontAy  and  at  all  times  during 
the  three  yeara  noct  preceding  the  finding  and  presentation  of  this 
indictment'    The  fourth  count  ehargea  the  engaging  in  a  simflar 
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combiMtioii  'at  aB  ttmea  aarlng  tha  three  yean  ntxt  preeedtaig  tbe 
fsdlng  and  preaentatlon  of  tbis  tndlctmeDt,'  and,  farther,  that '  during 
all  the  tUnea  mentioned  hi  this  indictment  said  defendanta,  togedier 
with  othar  peraona  whoae  namea  art  to  the  jorora  unknown,  have 
malntaliiad  and  made  effective  an  agreement,  nnderatandtng,  and 
arrangement  among,  themadves  whereby  they  have  flzedU  regnlated, 
and  controUed  the  prices,'  etc  The  third  oonnt  chaKges  the  engagtaig 
In  aoch  a  combination  '  conttamonalj  and  at  all  timea  during  the  three 
years  next  preceding  the  finding  and  presentation  of  this  indictment,' 
wAtibont  any  snbseqnent  qualifying  words  as  to  tlme^ 

**  The  separate  pleas  in  abatement  filed  on  behalf  of  the  reepecdve 
defendants  are  of  two  dassea:  (A)  Pleas  of  those  defendants  who 
wens  Impleaded  In  the  Indictment  of  July  1, 1905 ;  <B)  pleas  of  those 
defendanta  who  were  not  Impleaded  in  the  Indictment  of  1905.  The 
defendants  in  this  case  who  were  formerly  indicted,  and  whoae  ^eas 
here  are  IdentlcaJ,  are  Lonia  F.  Swift,  Bdward  F.  Swift,  Gharies  H. 
Swift,  J.  Ogden  Armour,  Arthur  Meeker,  Thomas  J.  Connors,  and 
Mw»rd  Morris.  Seven  s^iarate  vHesM  in  abatement  have  been  filed 
on  behalf  of  eadi  of  these  defendants. 

'*  The  first  plea  is  directed  at  the  first  connt  of  the  indlctmoit  It 
sets  out  verbatim  the  first  and  seventh  counts  of  an  Indictment  re* 
tamed  on  July  1, 1906;  the  q[>eclal  pleas  in  bar  filed  October  28, 1005, 
by  each  of  those  defendants  to  the  former  indictment,  indndlng  the 
first  and  seventh  counts  thereof;  the  additional  special  pleas  in  bar 
filed  on  November  22, 1006,  to  the  former  Indictment;  the  r^lcations 
to  those  special  pleas;  tbe  verdict  of  the  jury  sustaining  tlje  special 
pleaa,  rendered  on  March  21,  1906;  the  Judgment  on  that  verdict, 
entered  on  March  29,  1906,  In  favor  of  those  defendants.  The  plea 
then  sets  out  certain  evidence  of  and  concerning  the  matters  and 
things  heard  and  conaldered  by  the  grand  jury  which  returned  the 
indictment  of  July  1, 1906,  and  which  it  avers  was  also  heard  by  the 
grand  jury  which  returned  the  indictment  herein ;  that  there  was  no 
evidence  presented  to  the  grand  jury  which  returned  this  indictment, 
of  and  concerning  the  engaging  bf  these  deflandants  in  the  combina- 
tion described  in  the  first  count,  other  than  evidence  of  and  conoem- 
Ing  the  acts,  transactions,  matters,  and  things  charged  in  the  indict- 
ment of  July  1,  1905 ;  that  the  acts,  transactions,  matters,  and  things 
which  are  stated  and  charged  In  the  first  count  of  this  indictment 
are  the  aame  acts,  transactions,  matters,  and  things  which  were  stated 
and  charged  in  the  first  and  aeventh  counts  of  the  Indictment  of  July 
1, 1905;  that  the  evidence  described  was  material  to  the  charges  con* 
talned  in  the  first  count  of  this  Indictment,  and  that  the  consideration 
of  the  aame  by  the  grand  jury  was  prejudicial  to  the  defendants.  The 
plea  closes  with  averments  of  diligence. 

"  The  second,  third,  and  fourth  pleas  are  Identical  with  the  first 
aave  only,  that  they  are  directed  at,  reqwetiv^^  the  aec<mdf  fonrth» 
and  fifth  counts  of  this  indictment 
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^Tkm  ttUi  pltti  fMpoiids  to  tho  enttro  IndlctaMAt  In  It  f»  Ineoipo- 
tmtod^  bgr  reioraftco^  the  reoord  foUy  set  out  in  Itie  first  plOA,  and  tbo 
aTOHMOtB  of  diUgODcei  It  ak»  avars  tbat  after  the  makiiig  of  the 
iBTeitlgatioii  bf  tfte  OonmlaBloiMr  of  Gorpomtiona,  as  dsserlbed  tfAly 
in  tbs  speelal  ideas  in  bar  filed  to  Ite  indtctment  of  July  1,  IMS, 
tha  Ooaunissloner  of  Oorporations  reported  the  Information  and  data 
so  gathered  by  htan  to  the  President  at  [1M6]  the  United  States,  and 
SBibgdied  In  the  pvinted  volnme  known  as  the  'Garfield  Beport,'  a 
part  of  the  tntematten  obtained  fkt>ni  the  sereral  d^endanti;  that 
Ite  Garfield  Keport  is  a  poUic  doenaMot,  which,  is  tneorporaled  by 
TCdersMs;  that  in  1004  and  1006  the  Garfield  Report  and  the  informa- 
tian  and  erldence  seonred  from  the  defendants  were  delivered  to  tlie 
Attomegr  General  of  the  United  States  and  to  the  district  attomej 
for  the.  Morthen  district  of  IMinois;  and  open  Infovmation  and  be- 
lief that  the  Garfield  Bspert  and  Ite  erldence  seenred  fMm  the 
seteral  defendants  were  need  by  the  attorneys  for  the  United  States 
Intftds  pseceeding  in  preparing  and  searching  oat  erldence  against 
fhedeflandinls,  whieh  was  introdaoed  before  and  censkteed  by  tiie 
grand  Jniy  rctoralag  this  Indictment;  that  such  evidence,  so  seardtied 
out  and  prepared  with  ti»  use  and  aid  of  the  evidence  so  seenred 
fMm  the  several  defendants,  which  was  introdnced  befbre  the  grand 
tary  retaming  thia  indictment,  was  material  evidence,  and  prctindidal 
to  the  defendaala 

^The  slxl^  plea  also  responds  to  tlie  entire  indictment  Tlie  record 
of  tlie  1006  proceedings  set  oat  in  the  first  plea,  and  the  averments  of 
dUlgMce,  were  aleo  Incorporated  by  reference.  In  addition  it  avers 
that  tlie  attorneys  fbr  the  UUted  States  submitted  to  the  grand  lory 
vMe^  returned  this  indictment  evid^ice  of  and  concerning  the  acts* 
transactions^  matters,  and  thtogs  respecting  which  the  several  de- 
ftandanta  had  previonsly  produced  evidence  before  the  Oommissioner 
of  Oorporations  in  the  course  of  his  Investigation,  referred  to  and 
described  in  the  record  of  the  former  proceedings,  and  respecting 
whAch  acts,  traasacttMis,  matters  and  things  the  several  d^endanta 
had  become  immune  from  prosecution,  as  adjudged  in  the  former 
proceeding;  that  evidence  of  and  concerning  such  acts,  transactions, 
aaatters^  and  things,  respecting  which  the  several  defoidanti  were 
immune^  was  used  by  the  attorneys  for  the  United  States  and  by  the 
grand  Swy  in  preparing  and  searching  out  other  evidence  against  the 
defendanta,  and  the  evidence  so  prepared  and  seardied  out  was  used 
before  and  considered  by  the  grand  jury;  and  diat  such  evidence  was 
BMtorlal  and  its  use  prejudicial.  Oertahi  portions  of  the  evidence 
fsspsiiWng  immune  transactions  was  Uien  described,  nam^y,  certain 
esrponte  records  and  Hie  testimony  of  several  witnesses,  and  tte 
averment  that  su^  evidence  was  considered  by  the  grand  jury. 

"ne  seventh  plea  also  responds  to  the  entire  hidictment  The  1006 
set  ont  in  tbt  first  plea*  and  tiie  averments  of  diligenee 
tbsce  incorporated  by  reftirssiee.  It  Is  also  averred  that  -tte 
I  tm  wMeh  fetnmed  this  IndietBMnt  heard  evIdMce  wWift  wti 


Digitized  by  VjOOQIC 


68  lae  iriDBBAL  BHPOKTBB^  ]im. 

StataDMiit  of  the  Ohm. 

of  afid  eoneemlns  ttie  act8»  traiuMictioiiSi  snattwa,  and  diinga  diarged 
in  the  Indictment  of  July  %  1905,  and  on  aoooimt  of  wlii^  the  aeiraral 
defendants  ftad  been  adjudged  to  be  inunnne  from  proeecotlon.  It 
deecribea,  also,  certain  corporate  veoorda  and  the  testimonT  of  certain 
wttnesses,  which  was  heard  and  considered  by  the  grand  Jury  return- 
ing the  indictment  of  Jnly  1,  ld06»  with  the  averment  that  it  was  also 
heard  and  considered  by  the  grand  jnry  which  returned  tihis  indiet* 
ment  It  avers  that  socfa  evidence  was  material  and  pceliiaielal^  and 
that  th«e  was  no  evidence  presented  to  the  grand  jnry  of  and  eon- 
eeming  the  engaging  by  these  defendants  in  the  supposed  oombinatkn 
in  the  indictmoit  herein  charged*  other  than  evidence  of  and  eon- 
oeming  the  acts,  transactions,  matters,  and  things  dbarged  in  the 
indictmoit  of  July  1,  1906. 

"  Idoitical  motions  to  qnash  liave  been  filed  on  behalf  of  each  of  tiie 
defendants  on  whose  behalf  were  presented  the  foregoing  pleas  in 
abatement;  and  therein  is  set  forth  the  record  of  the  former  pro- 
ceedings, incorporated  by  reference  to  the  first  plea  in  abatement; 
that  the  attorneys  for  the  United  States  presented  to,  and  the  grand 
jnry  returning  this  indictment  heard  and  considered,  evidence  respect- 
ing the  same  acts,  transactions,  matters,  and  things  concerning  whidi 
the  respective  deftedants  had  theretofore  produced  evidoice  before 
the  Commissioner  of  Ck>rporations;  that  the  grand  jury  returning  this 
indictment  heard  evidence  of  and  concerning  the  same  acts,  transae- 
tiona,  matters,  and  things  respecting  which  evidence  had  been  heard 
and  considered  by  the  grand  jury  which  returned  the  indictment  of 
July  %  1906,  and  as  to  all  of  which  immunity  tcom  further  prosecution 
had  been  adjudged.  Certain  portions  of  such  evidence  were  described, 
namely,  corporate  records  and  the  testimony  of  certain  witnesses. 
The  motions  state  [1006]  that  such  evidence  was  material  and 
prejudicial,  and  that  there  was  no  evidence  heard  by  the  grand  jury 
returning  this  indictment  eoncaning  the  engaging  by  these  defend- 
ants in  a  combination,  other  than  evidence  of  and  ccmcemlng  acta, 
trmnsactioos,  matters,  and  things  stated  and  charged  in  the  indictment 
of  July  1,  1905. 

''(B)  Identical  pleas  in  abatemeit  have  been  filed  on  bduOf  of  Bd* 
ward  Tnden,  Frauds  A.  Fowler,  and  Louis  H.  Heyman,  defendants 
herein,  who  were  not  impleaded  in  the  indictment  of  1905. 

"  The  first  at  these  pleas  avers  and  describes  the  investigation  of 
the  fresh  meat  industry,  conducted  under  a  resolution  of  the  House 
of  Bepreseutatives,  by  Commissioner  Qarfield,  In  1904;  that  in  the 
course  of  that  investigation  the  defendants  were  required  to  furnish 
evidence  respecting  the  method  of  business  pursued  in  the  ocmduet  at 
the  fresh  meat  business  of  certain  of  the  corporations  named  in  the 
present  indictment;  that  such  evidence  so  fumifOied  related  to  sev- 
eral of  the  acts,  transactions,  matters,  and  things  dbarged  in  this  in- 
dictment; that  on  Mardi  S,  1905,  and  aflerwarda.  Commissioner  Oar- 
lleWL  reported  the  Information  and  data  so  gathered  by  hhn  to  Che 
PlwUsnt  oC  ^e  United  SUtes,  and  embodied  a  part  o(  tt  In  what  la 
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known  so  tbe  'Qaffl^d  Report,'  «  pvbite  docmuent  tflcortwwitefl 
tlMretn  by  reference;  that  In  1904  uid  1905  the  QeHleld  Report  and 
otiMr  OTidenoe  and  information  eeeoied  from  thaa^  detendanti  were 
dtitroed  to  tlie  Attorney  General  of  the  UnitBd  States,  and  to  the 
district  attorney  for  the  Nortibem  district  of  Illinois,  and  tiiat  tlie 
evidence  so  secnrod  by  tiie  commissioner  from  these  defendants  was 
made  nse  of  by  the  attorneys  fdr  the  United  States  in  searching  out 
ottier  OTldenoe  against  tinm,  and  whldi  was  intvodneed  before,  and 
heard  and  considered  l^y«  the  grand  jnry  wnich  retomed  this  fadlct- 
ment;  that  such  evidence  was  material  and  prejodidal.  The  plea 
ends  with  an  averment  of  diligence. 

''In  the  second  plea  the  three  defendants  aver  and  describe  die 
oondncting  of  the  Garfield  investigation  in  1904;  that  the  commis- 
sioner secnred  evidence  and  informaticni  from  them  of  and  concern- 
ing acts,  fsets^  drenmstanoes,  mattery  and  things  referred  to  in  tlie 
present  Indictment  as  being  and  constituting  tito  supposed  engaging 
by  the  d^endants  in  the  nnlawfnl  combination;  that  thereafter  the 
defendants  conid  not  be  subjected  to  any  penalty  or  forfeltnre  fbr 
or  on  account  of  the  respective  transactions,  matters,  and  things  con- 
eeming  which  they  had  so  testified  or  produced  evidence  before  tiie 
commissioner;  that  the  attorneys  for  tlie  United  States  presented  to» 
and  the  grand  jnry  which  returned  this  indictment  heard  and  con- 
sidered, evidence  of  and  concerning  the  same  acts,  transactions,  mat- 
ters, and  things  respecting  which  the  defoidants  had  produced  evl- 
deace  b^re  the  Commissioner  of  Corporations,  and  for  and  on 
account  of  which  they  had  become  and  were  immune  from  prbBeci^> 
tion;  that  the  evidence  consisted  in  part  of  certain  corporate  records 
and  the  testimony  of  certain  witnesses,  who  are  referred  to;  that  the 
attorneys  for  the  United  States  and  the  grand  jury  which  returned 
this  indictment  used  evidence  of  and  concerning  transactions  respect- 
ing which  these  defendants  were  immune  from  prosecution  in  pre- 
paring and  searching  out  other  evidence  against  them,  and  the  grand 
Jury  which  returned  this  indictmoit  heard  and  considered  such  evi- 
deaee  so  prepared  and  secured;  that  all  of  such  evidence  was  material 
and  prejudicial ;  and  that  the  defendants  were  diligent  in  presoiting 
the  matter  to  the  court 

''Tlie  third  plea  on  behalf  of  Uiese  three  defendants  is  identical 
with  the  second,  ezeeptii^  that  it  avers  npon  information  and  b^ef 
that  there  was  no  evidence  presented  to  the  grand  jury  of  and  con- 
eeming  the  engaging  by  the  defendants  in  the  supposed  combination 
charged  in  the  Indictment,  other  than  evidence  of  and  concerning  the 
acts,  trasactions,  matters,  and  things  respecting  which  the  defendants 
had  theretofore  produced  evidence  before  the  Commissioner  of  Cor- 
porations, and  respecting  which  the^r  had  thereby  become  and  were 
immune  from  jn'osuciitlm. 

"Motloiis  to  qnasii  were  filed  on  behalf  of  TUden,  FV>wler,  and 
Htyman,  containing  statements  descriptive  of  the  Garfldd  investl- 
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gtMem  fm  t904ir  timtttie-dtiflpidantt  mare  teQOiraA  to  fanlflk  0vf« 
deuce  In  the  eovame  «f  sQctta  UsweMwf^tkm;  the  -comiylUitioi].  of  the. 
Oarfleld  Beportf  which  was  Ineerponted  by  referene^;  that  the  cepcvt 
and  the  erldeiice  aeoured  from  the  defendants  [1007]  were  in- 1904. 
and  1006  obtained  by  the  attorneys  ior  the  United  Staibefl^  and  wero 
nsed  by  them  in  preparing  and  searching  out  evidence'  against  the 
defendants,  all  of  which  was  introduced,  heard,  and  considered  in 
the.  investigatioit  and  proceeding  before  the  grand  jary  which,  re- 
turned the  present  indictment;  that  die  grand  jury  heard  and:  eon* 
sidered  evidaice.of  and  concerning  the  same  acts,  tranaactions,  mat- 
ters, and  things  respecting  which  evidence  had  beea  secnced  from  the 
defendants  by  t^  Oommissloner  of  Oorporations  in  the  course  o£  his 
IftTtestigatioQ,  and  used  such  evidoice  in  preparing  and  searching  out 
otJier  evidence,  which  wa»  also  used  and  offered  against  the  defend* 
aailB;  that  pajrt  of  the  evidence  consiffted  of  corporate  records  and 
the  trpgHmony  of  certain  witnesses;  that  there  was  no  evidence  pre- 
ssnted  to  the  grand  jury  of  and  concerning  tlie  engaging  1^.  the  de- 
fendants in  the  supposed  comblnati^Mi  charged  in  the  indictmoit,  other 
than  eridenoe  of  and  concerning  the  acts,  transaetions,  matters,  and 
things  respecting  which  the  defendants  had  theretofore  prodaoed  evi- 
dence before  the  Ctommiasioner  of  Corporatione;  that  the  evidence 
used  was  material  and  prejudicial.  The  matters  and  things  set  forth 
and  averred  in  the  plea  In  abatemtfit  were  Incorporated  by  referencOi 
"  The  government  moved  to  have  the  motions  to  quash  the  indict* 
meut  denied  and  the  pleas  in  abatement  stricken  from  the  fllea.  The 
d^Cendants  asked  to  have  the  motions  to  quash  sustained,  or  for  a  rule 
on  the  government  to  reply  within  a  short  day  to  the  pleas  in  abate* 
ment" 

Geo*  Wi,  WiekerBham^  Atty.  Gen.,  Edwin  W.  Sims^  TJ.  S. 
Atty.,  and  Wm.  S.  Kenyan,  James  H.  WUkereon,  Pierce  Bat- 
ler^  James  M.  Sheean,  Oliver  E.  Pagan,  Elwood  O.  Ood- 
«w&n,  and  Barton  Comeau,  for  the  United  States. 

John  8.  Miller,  MoritB  Rosenthal,  Levy  Mayer^  Oeorge  T. 
BHckingham,  M.  W.  Borders^  Albert  Veeder,  Rciph  Orews, 
Alfred  B.  Urion,  and  Henry  Veeder,  for  defendants. 

Cabpenteb,  District  Judge  (after  stating  the  facts  as 
above). 

The  broad  question,  before  the  cc^rt  for  deeision  is  tho 
same,  whether  raised  by  the  motions  to>qiiaah  or  by  the  pkas 
in  abatement;  and  inasmuch  as  the  goyemmenfs  motion  to 
strike  the  pleas  in  abatement  from  the  files  involves  certain 
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technioftl  'qmstiMis  of  erinonal  procednre,  I  Uiall  dispMe 
first  of  the  motions  to  quash. 

Stripped  of  all  uneasentials,  the  ease  is  this:  In  1904  all  of 
the  defendants  gave  information  and  evidence  (irhettier  un- 
der compulsion  or  not  is  immaterial,  so  Hr  as  the  present 
inTBstigation  is  concerned)  to  the  CcMnmissioner  of  Corpora- 
tions, an  officer  in  the  Department  of  Oommerce  and  Labor. 
What  that  information  and  evidenoQ  was  we  are  not  now  in- 
formed, but  may  assimie  that  it  related  to  interstate  com- 
merce in  the  Aresh  meat  industry.  In  1906  a  federal  grand 
jury  in  tiiis  district  indicted  the  defendants  (except  Tilden, 
Fowler,  and  Heyman),  under  the  Shetman  Act  (Act  July  2, 
1890,  c.  647,  26  Stat  909  [U.  S.  Comp.  St.  1901,  p.  8000]), 
for  combining  and  cmspiring  togellier  in  restraint  of  trade 
and  commerce  in  fresh  meat  among  the  several  states.  Spe- 
cial pleas  in  bar  were  interposed  averring  that  the  informa- 
tion and  evidence  given  by  the  defendants  to  Commissioner 
Gkrfield  had  been  turned  over  to  the  Department  of  Justice, 
and  by  it  pres^ted  to  the  grand  jury,  which  returned  a  true 
bill  based  thereon,  and  that  the  defendants,  by  reason  of 
having  given  tibe  information  and  evidence,  were  immune 
from  prosecution  concerning  the  transactions,  matters,  and 
things  about  which  they  had  testified  or  [1008)  furnished 
evidence.  Issue  was  joined  on  those  pleas,  and  cm  MiEirch  21, 
1905,  a  jury,  by  direction  of  the  district  judge,  rendefred  a 
verdict  of  not  guilty.  Subsequently  judgment  was  entered 
on  that  verdict 

In  September,  1910,  a  federal  grand  jury  returned  an  in- 
dictment against  all  of  the  defendants,  charging  them,  in 
violation  of  the  Sherman  Act,  with  combining  and  confed- 
erating together  in  restraint  of  trade  in  fresh  meat  between 
the  several  states,  etc,  for  the  ^  past  ten  years,^  and  ^  continu- 
ously and  at  all  times  during  the  three  yeurs  next  preceding 
the  finding  and  presentation  of  this  indictment'' 

By  motions  to  quash  this  indictment,  and  by  pleas  in  abate- 
ment (identical  as  to  pertinent  facts),  the  defendants  make 
the  issue  that  by  having  given  information  and  evidence  to 
the  Commissioner  of  Corporations  in  1904  they  became  im- 
nuuie  from  prosecution  in  1905)  as  was  determined  by  • 
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jadginent  of  tecord  in  this  oourt,  and  that  the  ^  hnihnnity 
statute  in  question  forbids,  not  only  their  indictment  for  or 
on  account  of  the  transactions,  matters,  and  things  for  which 
they  are  immune,  but  also  the  use  of  ti^e  immune  transac- 
tions in  aid  of  a  prosecution  for  a  continuation  of  the  immune 
(^ense,"  and  that  '^  the  inclusion  of  such  immune  transactions 
in  the  (present)  indictment  is  a  violation  of  their  rights 
under  the  fifth  amendiyent  to  the  federal  Constitutum  and 
the  immunity  statute." 

The  motions  state  and  the  pleas  aver  that  im  evidence  was 
presented  to  the  grand  jury  which  returned  the  present  in- 
dictment, except  of  the  transactions,  matters,  and  things 
concerning  which  the  defendants  gave  information  to  the 
C!ommissioner  of  C!orporations  in  1901,  and  concerning  which 
they  have  been  adjudged  to  be  immune  from  prosecution 

In  short,  the  question  now  preseated  is:  Assuming  that 
the  defendants  informed  the  Commissioner  in  1904  that  they 
were  consfHring  or  combining  together  in  violation  of  the 
Sherman  Act,  was  the  immunity  granted  to  them  by  the 
statute,  and  by  the  judgment  of  this  court,  so  perfect  that 
they  may  continue  indefinitely  in  their  unlawful  under- 
taldngt 

.  L  The  pertinent  immunity  act  is  that  of  February  11, 
1898  (27  Stat  443  [U.  S.  Comp.  St  1901,  p.  8178]),  which 
provides: 

**  That  ne  person  shall  be  excused  f^m  attending  and  testifying  or 
from  producing  books,  papers,  tariffs,  contracts,  agreements  and  docu- 
ments *  *  *  on  the  ground  or  for  the  reason  that  the  testimony 
or  evidence,  documentary  or  otherwise,  required  of  him,  may  tend 
to  criminate  him  or  subject  him  to  a  penalty  or  forfeiture.  But  no  per- 
son shall  be  prosecuted  or  subjected  to  any  penalty  or  forfeiture  for 
or  on  account  of  any  transaction,  matter  or  thing,  concerning  which 
he  may  testify,  or  produce  evidence,  documentary  or  otherwise."  etc 

The  provisions  of  the  appropriation  act  of  February  25, 
1908  (82  Stat  854,  903,  904,  c.  756),  urged  by  defendants' 
counsel  to  be  involved,  have  no  bearing  upon  the  question, 
because  they  claim  to  have  received  immunity  by  virtue  of 
testimony  given  in  an  investigation  carried  on  by  the  Com- 
missioner of  Corporations,  and  the  inmiunity  provision  of  the 
act  of  February  26, 1908,  applies  only  to  causes  arising  under 
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(1)  the  act  to  regulate  eommerce  (Act  Feb.  4,  1887,  c.  lOl, 
[1009]  24  Stat  879  [U.  S.  Comp.  St.  1901,  p.  8154]);  (2) 
the  Sherman  Act;  and  (8)  the  customs  act  (Act  June  10, 1890, 
a  407, 26  Stat  181  [U.  S.  Comp.  St  1901,  p.  1886]). 

The  act  making  the  provisions  of  the  statute  of  February 
11,  1898,  applicable  to  investigations  conducted  by  the 
Bureau  of  Corporations  is  the  act  of  February  14,  1908  (82 
Stat  825  [U.  S.  Comp.  St.  Supp.  1909,  p.  87]),  establishing 
the  Department  of  (Tommerce  and  Labor,  section  6  of  which 
provides  that  the  provisions  of  the  act  of  February  11, 1898. 
shall  apply  to  witnesses  subpoanaed  by  the  Commissioner  of 
Corporations. 

2.  It  seems  necessary  at  the  outset  to  consider  the  scope 
of  the  constitutional  protection  and  the  character  and  scope 
of  the  protection  necessary  to  be  afforded  in  immunity  acts, 
in  order  to  supplant  the  constitutional  privilege.  The  fifth 
amendment  to  the  Constitution  provides: 

''Nor  diaU  any  person  be  compelled  in  any  criminal  case  to  be  a 
witness  against  bimseH** 

The  first  statute  of  inununity  offered  as  the  equivalent  of 
the  constitutional  shield  was  the  act  of  February  25,  1868 
(15  Stat  87,  c.  18).  This  statute  later  was  re-enacted  into 
section  860  of  the  Revised  Statutes  (U.  S.  Comp.  St  1901, 
p.  661),  in  the  following  language: 

"No  pleading  of  a  party,  nor  any  diflcovery  or  evidence  obtained 
from  a  party  or  witness  by  means  of  a  judicial  proceeding  in  tbis 
or  any  foreign  country  sbaU  be  giyen  in  evidence  or  in  any  manner 
used  against  him  or  his  property  or  estate,  in  any  court  of  the  United 
States  in  any  criminal  proceeding,  or  for  the  enforcement  of  any 
penalty  or  forfeiture:  ProTided«  that  this  section  shall  not  exempt 
any  party  or  witness  from  i^osecutlen  and  poniahment  for  perjury 
committed  In  dlscoTedng  or  testifying,  as  aforesaid." 

Section  860  was  before  the  Supreme  Court  of  the  United 
States  in  Oaunselman,  v.  Hitchcock^  142  U.  S.  547, 12  Sup.  Ct. 
195,  86  L.  Ed.  1110,  and  was  held  to  afford  an  insufficient 
compensation  for  the  privilege  granted  by  tiie  fifth  amend- 
ment   The  court  said : 

**  We  are  dearly  of  the  ophrion  that  no  statute,  which  leaves  the 
party  or  witness  subject  lo  prooecution  after  he  answers  the  incrlmi* 
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natltig  qnestloii  put  to  blm,  can  Iulto  tiie  tf  ect  of  oapplmtlBg  tio 
priTllege  conferred  by  tbe  Oonstitntion  of  t^e  United  States.  Section 
860  of  the  Beriaed  Statutes  does  not  supply  a  complete  protection 
from  all  the  perils  against  which  the  constitutional  prohibition  was 
designed  to  guard,  and  is  not  a  full  substitute  for  that  prohibition. 
In  view  of  the  constitutional  prorision,  a  statutory  enactment  to  be 
Talid  must  afford  absolute  immunity  against  ftitore  ptosecatlons  for 
the  oifense  to  which  the  questioB  rdates." 

To  meet  the  requirements  of  the  rule  thus  laid  down  by 
the  Supreme  Court,  the  act  of  February  11, 1893,  was  passed, 
providing  that: 

^No  person  shall  be  prosecuted  or  subjected  to  any  penalty  or 
forfeiture  for  or  on  account  of  any  transaction,  matter  or  thing  con- 
cerning which  he  may  testify  or  produce  evidence,  documentary  or 
otherwise,"  etc 

In  this  form  the  matter  was  presented  in  Brown  v.  Walker^ 
161  U.  S.  591,  16  Sup.  Ct.  644,  40  L.  Ed.  819,  where  a 
majority  of  the  court  held,  after  quoting  extensively  from  the 
opinion  in  OounseJman  v.  Hitehcock: 

[1010]  ''The  clause  of  the  Ck>nstltution  in  question  is  obviously 
susceptible  of  two  interpretations.  If  it  be  constrned  literaUy  as 
authorising  the  witness  to  refuse  to  disclose  any  fact  which  might 
tend  to  incriminate,  disgrace,  or  expose  him  to  unfavorable  comments, 
then  as  he  must  necessarUy,  to  a  large  ext^it,  deti>rmine  upon  his 
own  conscience  and  responsibility  whether  his  answer  to  the  proposed 
question  wUl  have  that  tendency,  •  •  •  the  practical  result  will 
be  tiiat  no  one  could  be  compiled  to  testify  to  a  motorial  fact  in  a 
criminal  case  unless  he  chose  to  do  so,  or  unless  it  was  entirely  clear 
ttiat  the  privilege  was  not  set  up  in  good  faith.  If,  upon  the  other 
hand,  the  object  of  the  provision  be  to  secure  the  witness  against  a 
criminal  prosecution  which  might  be  aided,  directly  or  indirectly,  by 
his  disclosure,  then  if  no  such  prosecution  be  possible-4n  other  words, 
if  liis  testimony  operated  as  a  complete  pardon  for  the  offense  to 
which  it  relates— «  statute  absolutely  securing  to  him  such  immunity 
from  prosecution  would  satisfy  the  demands  of  the  clause  in  ques- 
tion.   •    •    • 

"  Stringent  as  the  general  rule  fs,  however,  certain  classes  of  eases 
have  always  been  treated  as  not  falling  within  the  reason  of  tiie  rule, 
and  therefore  constituting  apparoit  ezcepUoDS.  When  examined, 
these  cases  will  all  be  found  to  be  based  upon  the  Idea  that,  if  the 
testimony  sought  cannot  possibly  be  used  as  a  basis  for  or  in  aid  of 
a  crhninal  prosecution  against  the  witness,  tiie  rule  ceases  to  apply ; 
Its  object  being  to  protect  the  witnsM  himself,  and  bo  on 
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le«  that  It  Shan  be  made  nee  of  aa  a  pretext  for  aeciurhig  Imniiifiity 
to  others.    •    ♦    • 

''The  act  of  Ck)ngre88  in  question,  securing  to  witnesses  immunity 
from  prosecution,  is  virtually  an  act  of  general  amnesty,  and  belongs 
to  a  class  of  legislation  which  Is  not  uncommon,  either  in  Bngland  or 
in  this  country.  Although  the  Constitution  vests  in  the  President 
'  power  to  grant  reprieyes  and  pardons  for  offenses  against  the  United 
States,  except  in  cases  of  impeachment,*  this  power  has  never  been 
held  to  take  f^m  Ck>ngress  the  power  to  pass  acts  of  general  amnesty, 
and  is  ordinarily  exercised  only  in  cases  of  individuals  after  convic> 
tlon,  although,  as  was  said  by  this  court  in  B»  parte  QarUmd,  4  Wall. 
833^  880  [18  li.  Ed.  366],  'It  extends  to  every  offense  known  to  the 
law,  and  may  be  exercised  at  any  time  after  its  commission,  either 
before  legal  proceedings  are  taken,  or  during  their  pefodency,  or  after 
conviction  and  judgment    *    •    • 

•**  •  •  Amnesty  is  defined  by  lexicographers  to  be  an  act  of  the 
soverdgn  power  granting  oblivion  or  a  general  pardon  for  a  past 
offense^  and  is  rarely.  If  ever,  exercised  in  flavor  of  single  individuals, 
and  is  usually  exerted  in  behalf  of  certain  classes  of  persons  who  are 
subject  to  trial,  but  have  not  yet  been  convicted.    •    •    • 

"It  is  entirely  true  that  the  statute  does  not  purport,  nor  is  It 
possible  for  any  statute,  to  shield  the  witness  from  the  personal  dis- 
grace or  opprobrium  attaching  to  the  exposure  of  his  crime;  but  as 
we  have  already  observed  the  authorities  are  numerous  and  very 
nearly  uniform  to  the  effect  that  if  the  proposed  testimony  is  material 
to  the  issue  on  trial,  the  fact  that  the  testimony  may  tend  to  degrade 
the  witness  in  public  estimation  does  not  exempt  him  from  the  duty  of 
disclosure.  A  person  who  commits  a  criminal  act  is  bound  to  con- 
template the  consequences  of  exposure  to  his  good  name  and  reputa- 
tion, and  ought  not  to  call  upon  the  courts  to  protect  that  which  he 
has  himself  esteemed  to  be  of  such  little  value.  The  safety  and  wel- 
fare of  an  entire  community  should  not  be  put  Into  the  scale  against 
the  reputation  of  a  self-confessed  criminal,  who  ought  not,  either  in 
Justice  or  in  good  morals,  to  refuse  to  disclose  that  which  may  be  of 
great  public  utility  In  order  that  his  neighbors  may  think  well  of  him. 
The  design  of  the  constitutional  privilege  is  not  to  aid  the  witness  in 
vindicating  his  character,  but  to  protect  him  against  being  compelled 
to  furnish  evidence  to  convict  him  of  a  criminal  charge.  If  he  secure 
legal  immunity  from  prosecution,  the  possible  impairment  of  his  good 
name  Is  a  penalty  which  it  is  reasonable  he  should  be  compelled  to 
pay  for  the  common  good.  If  it  be  once  conceded  that  the  fiict  that 
his  testimony  may  tend  to  bring  the  witness  into  disrepute,  though 
not  to  incriminate  him,  does  not  entitle  him  to  the  privilege  of 
sOence,  it  necessarily  follows  that  if  it  also  tends  to  incriminate,  but 
at  the  same  time  operates  as  a  pardon  for  the  offense,  the  fact  that 
the  disgrace  remains  no  more  entitles  him  to  Immunity  in  this  case 
than  in  the  othw .** 
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[1011]  In  Hale  ▼.  Henkei,  201  U.  S.  48,  at  page  67,  26 
Sup.  Ct  370,  at  page  876,  60  L.  Ed.  662,  the  court  said: 

"Tlie  Interdiction  of  tbe  fifth  amendment  operates  only  when  a 
witness  is  asked  to  incriminate  himself-— in  other  words  to  give  testi- 
mony which  may  possibly  expose  him  to  a  criminal  charge.  Bat  if 
the  criminality  has  already  been  taken  away,  the  amendment  ceases 
to  apply.  The  criminality  provided  against  is  a  present  not  a  past 
criminality,  which  lingers  only  as  a  memory,  and  involves  no  present 
danger  of  prosecntion.  •  •  •  The  extent  of  this  immnnity  was 
folly  considered  by  this  court  in  OaunseUnan  v.  Hitchcock,  142  U.  S. 
647  [12  Snp.  Ot  196,  35  L.  Bd.  lUO],  in  which  the  immunity  offered 
by  Rev.  Stat  t  860,  was  declared  to  be  insufilci^t  In  consequence  of 
this  decision  an  act  was  passed  applicable  to  testimony  before  the 
Interstate  Ck>mmerce  Commission,  in  almost  the  exact  language  of  the 
act  of  February  25,  1903,  above  quoted.  This  act  was  declared  by 
this  court  in  Brown  v.  Walker,  lei  U.  S.  591  [16  Sup.  Ct  644,  40  L. 
Bd.  819],  to  afford  absolute  immunity  against  prosecution  for  the 
offense  to  which  the  question  related^  and  deprived  the  witness  of  his 
constitutional  right  to  refuse  to  answer.  Indeed,  the  act  was  passed 
apparently  to  meet  the  declaration  in  Counselman  v.  Sitchoock,  142 
U.  S.  589  [12  Sup.  Ct  195,  35  L.  Bd.  UIO],  that  'a  statutory  aiactr 
ment,  to  be  valid,  must  afford  absolute  immunity  against  future  prose- 
cution for  the  offtfise  to  which  the  question  relates.'  '* 

An  analysis  of  the  three  cases  just  quoted  from  shows  that 
there  is  no  such  thing  as  a  constitutional  right  of  absolute 
silence  in  all  cases.  The  constitutional  right  is  limited  to 
those  cases  only  in  which  speech  would  incriminate,  and  it 
follows  that  if  the  answer  to  the  question  cannot  tend  in  any 
way  to  incriminate  the  witness,  because  liability  to  prosecu- 
tion on  account  of  anything  about  which  he  may  testify  has 
been  removed,  there  is  no  ground  on  which  the  constitutional 
privilege  can  be  invoked.  The  immunity  act  gives  no  substi- 
tute for  this  constitutional  privilege.  The  privilege  con- 
tinues to  exist  to  its  fullest  extent  in  any  case  in  which  the 
answer  may  tend  to  incriminate.  The  Congress  of  the 
United  States  had  no  power  to  take  away  the  privilege,  to 
abridge  it,  or  to  substitute  anything  for  it.  The  most  that 
CSongress  could  do  was  to  remove  any  criminality  which 
might  result  from  the  answering  of  the  question  or  the  giv- 
ing of  the  evidence.  When  that  was  done,  the  situation  be- 
came such  that  the  constitutional  privilege  did  not  apply, 
and  could  not  be  relied  upon*    It  became,  so  far  aa  the  wit* 
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WM  cancemed,  as  though  his  acts  never  had  been  crimi- 
nal, and  as  though  his  testimony  under  no  circumstances 
could  incriminate  him. 

As  to  .the  claim  that  the  immunity  is  for  the  future  as  well 
as  in  the  past,  it  may  be  observed  that  in  Brown  v.  Walker ^ 
iuprOy  the  court  said : 

"U;  upon  tbe  other  hand,  the  object  of  the  proTlsloQ  [the  fifth 
amendmeat]  be  to  secure  the  witness  against  a  criminal  prosecution 
which  might  be  aided,  directly  or  indirectly,  by  hia  diaclosure,  then  if 
no  such  prosecution  be  possible — ^in  other  words,  if  his  testimony 
operated  as  a  complete  pardon  for  the  offense  to  which  it  relates — a 
statute  absolutely  securing  to  him  such  immunity  from  prosecution 
would  satisfy  the  demands  of  the  clause  in  queBtknL" 

The  words  **  complete  pardon  for  the  offense  to  which  it 
relates  "  indicate  clearly  that  there  must  have  been  some  vio- 
lation of  the  law  at  the  time  the  evidence  was  given.  In 
HcHe  V.  Henkelj  suprOj  the  court  said : 

[1018]  ''But,  if  the  criminality  has  already  been  taken  away, 
the  amendment  ceases  to  apply.  The  criminality  provided  against  is 
a  present,  not  a  past,  criminality,  which  lingers  only  as  a  memory 
and  involyes  no  danger  of  prosecution." 

If  the  amendment  does  not  apply  to  a  past  criminality, 
which  lingers  only  as  a  memory,  a  fortiori  it  cannot  apply 
to  future  criminality,  not  yet  conceived  in  the  minds  of  the 
parties.    In  the  Oaunselman  case^  iupra,  the  court  said: 

"  In  view  of  the  constitutional  provision,  a  statutory  enactment,  to 
be  valid,  must  atford  absolute  Immunity  against  future  prosecution 
f^r  the  offense  to  whidi  the  question  relates.*' 

A  question  put  to  a  witness  cannot  relate  to  something 
which  does  not  exist.  As  to  all  crimes  committed  at  the 
time  the  information  was  had  from  the  defendants,  there 
may  have  been  immunity.  It  cannot  be  claimed  now  as  to 
crimes  which  had  not  then  been  committed,  or  even  contem- 
plated. That  this  is  true  follows  conclusively  from  the  fact 
that  the  constitutional  privilege  guards  only  against  the 
giving  of  incriminating  evidence.  Incriminating  evidence 
cannot  be  given,  unless  a  crime  in  fact  has  been  committed. 

What  were  the  offenses  here  to  which  the.  ^  questions  re- 
lated ''f  ObviousSy,  if  the  present  indictment  contemplates 
a  crime  sm^Kwed  to  have  been  committed  within  three  years 
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prior  to  its  retam  (and  it  is  dear  that  it  does) ,  then  the  old 
immnne  evidence  did  not  and  could  not  relate  to  the  offense 
charged. 

The  claim  of  the  defendants  is,  as  I  have  analyzed  the  arga- 
ments  of  thor  counsel,  that  as  to  the  matters,  transactions, 
and  things  about  which  they  testified  in  1904,  and  as  to  every- 
thing related  thereto  or  resulting  therefrom,  there  can  be  no 
prosecution  in  1910.  I  do  not  decide,  and  it  is  not  necessary 
for  me  to  decide,  the  same  question  which  was  presented  to 
Judge  Humphrey  in  1905.  United  States  v.  Armour  (D.  C.) 
142  Fed.  808.  What  I  must  decide  is  whether,  granting  that 
the  defendants  were  entitled  to  immunity  from  prosecutioii 
for  any  crime  committed  at  the  time  they  testified  before 
Commissioner  Garfield,  they  are  now  immune,  and  forever 
will  be  immune,  from  prosecution  for  any  acts  concerning, 
or  discovered  by  reason  of,  the  matters,  transactions,  and 
things  about  which  they  then  testified. 

8.  It  may  be  well  to  consider  what  is  meant  by  a  con- 
spinu^  or  combination,  as  defined  in  the  Sherman  Act  At 
common  law  the  existence  of  the  conspiracy  agreement  or 
confederation  constituted  the  crime,  without  even  a  single 
overt  act  in  pursuance  of  it.  Bannon  et  al.  v.  United  States^ 
156  U.  S.  464,  15  Sup.  Ct  467,  39  L.  Ed.  494.  The  gist  of 
the  offense,  therefore,  is  the  fact  of  confederating.  Section 
6440  of  the  Revised  Statutes  (U.  S.  C!omp.  St  1901,  p.  8676) 
has  not  altered  the  nature  of  the  offense,  or  the  rules  of  law 
governing  it,  save  in  one  particular,  namely,  that  the  con- 
spiracy may  not  now  be  prosecuted  until  one  overt  act  has 
been  committed.  Section  5440  gives  a  locus  pcraitentiie 
until  the  commission  of  some  overt  act  After  the  commis- 
sion of  such  overt  act,  the  law  of  conspiracy  is  unaffected  by 
that  section.  United  States  v.  Britton,  108  U.  S.  199, 2  Sup. 
Ct  581,  [1018]  27  L.  Ed.  698;  Bannon  et  al.  v.  United 
States,  166  U.  S.  464, 15  Sup.  Ct  467,  39  L.  Ed.  494;  WO- 
Uamson  v.  UnUed  States,  207  U.  S.  425,  28  Sup.  Ct  163,  52 
L.  Ed.  278. 

If,  then,  a  conspiracy  is  indictable  at  common  law  before 
any  overt  act,  likewise  it  must  be  indictable  at  eomi^on  law 
at  any  time  after  the  commission  of  an  overt  act,  if  the  oon- 
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•pincgr  agreement  or  oonfederaticm  still  eaosts.  A  conspir- 
acy agreement  to  accomplish  an  nnlawfol  object  is,  in  its 
very  nature,  a  continuing  arrangement  between  the  conspira- 
tors, the  duration  of  which  will  depend  upon  the  nature  of 
the  object  which  they  propose  to  accomplish.  Considering 
the  infinite  variety  of  possible  conspiracies,  both  as  to  plan 
and  purpose,  it  is  impossible  to  lay  down  any  unvarying  rule 
concerning  the  extent  of  their  duration,  other  than  to  say 
that  they  continue  until  they  are  abandoned,  or  the  object  of 
the  conspiracy  is  accomplished.  So  long  as  the  parties  con- 
template further  action,  if  necessary  to  the  attainment  of 
tiieir  ultimate  object,  the  agreement  or  confederation  still 
exists.  This  further  action  may  consist  alone  in  accepting 
the  benefits  of  an  agreement  previously  made. 

In  United  States  v.  Kissel  (decided  by  the  Supreme  Court 
of  the  United  States  December  12,  1910)  218  U.  S.  601,  81 
Sup.  Ct  124,  54  L.  Ed.  1168,  Mr.  Justice  Holmes  said : 

''A  coDspiraey  to  restrain  or  monopolise  trade  by  improperly  exclud- 
ing a  competitor  from  business  contemplates  that  the  conspirators 
wm  remain  in  business  and  wUl  continue  their  combined  efforts  to 
drive  the  competitor  out  until  they  succeed.  If  they  do  continue  snbh 
eflTortB  In  pursuance  of  the  plan,  the  conspiracy  continues  up  to  the 
time  of  abandonment  or  success.  A  comqiiracy  in  restraint  of  trade  is 
different  from  and  more  than  a  contract  in  restraint  of  trade.  A  con- 
spiracy is  constituted  by  an  agreement,  it  is  true;  but  it  is  the  result 
of  the  agreement,  rather  than  the  agreement  itself;  Just  as  a  partner- 
ship, although  constituted  by  a  contract,  is  not  the  contract,  but  is  a 
result  of  it  The  omtract  is  instantaneooa  The  partnership  may  en- 
dure as  one  and  the  same  partnership  for  years.  A  conspiracy  is  a 
partnership  for  criminal  purposea  That  as  such  it  may  have  continua- 
tion in  tUne  is  shown  by  the  rule  that  an  overt  act  of  one  partner  may 
be  the  overt  act  of  all,  without  any  new  agreement  specifically  directed 
to  that  act" 

In  United  States  ▼.  Trans-Missouri  Freight  Assoeiationj 
166  U.  S.  290, 17  Sup.  Ct  640,  41  L.  Ed.  1007,  the  contract 
forming  the  defendant  association  had  been  made  before  the 
Sherman  Act  was  passed ;  but  a  continuance  of  the  association 
after  the  enactment  of  the  statute  was  held  to  be  within  the 
prdiibition.    Mr.  Justice  Peckham  said : 

**  It  is  said  that  to  grant  the  injunction  prayed  for  in  this  case  is  to 
give  the  statute  a  retroactive  effect;  that  the  contract,  at  the  time  it 
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was  entered  into,  was  not  prohibited  or  declared  illegal  bj  tiie  statote, 
as  it  had  not  then  been  passed ;  and  to  now  enjoin  the  doing  of  any  act 
which  was  legal  at  the  time  it  was  done  woold  be  improper.  We  give 
to  the  law  no  retroactive  effect  The  agreement  in  question  is  a  con- 
tinuing one.  The  parties  to  it  adopt  certain  machinery  and  agree  to 
certain  methods  for  the  purpose  of  establishing  and  maintaining  in 
the  future  reasonable  rates  for  transportation.  Assuming  soch  action 
to  have  been  legal  at  the  time  the  agreement  was  entered  into,  the 
continuation  of  the  agreement,  after  it  had  been  declared  to  be  illegal, 
became  a  violation  of  the  act  The  statute  prohibits  the  continuing 
or  entering  into  such  an  agreement  for  the  future,  and  if  the  agree- 
ment be  continued  it  then  becomes  a  violation  of  the  act  There  is 
nothing  of  an  ex  post  facto  character  about  the  act  The  civil  remedy 
by  injunction  and  the  liability  to  punishment  under  the  criminal  pro- 
visions of  the  act  are  entirely  [1014]  distinct,  and  there  can  be  no 
question  of  any  act  being  regarded  as  a  violation  of  the  statute  which 
occurred  before  it  was  passed.  After  its  passage,  if  the  law  be  vio- 
lated, the  parties  violating  it  may  render  themselves  liable  to  be  pun- 
ished criminally ;  but  not  otherwise." 

In  Northern  Securities  Co.  v.  United  States^  193  U.  S.  197, 
24  Sup.  Ct.  486,  48  L.  Ed.  679,  the  court,  under  the  Sherman 
Act,  restrained  a  continuance  of  a  combination  already 
formed.  This  must  have  been  because  such  continuance  was 
as  much  condemned  by  the- act  as  its  original  formation. 

In  United  States  v.  MaoAndrews  (C.  C.)  149  Fed.  828, 
Judge  Hough,  in  overruling  a  demurrer  to  an  indictment 
charging  a  violation  of  sections  1  and  2  of  the  Sherman  Act, 
said: 

"  It  is  true  that  the  gist  of  the  alleged  offense  is  the  combination  or 
the  attempt  at  monopoly,  but  it  is  not  true  that  the  offenses  are  com- 
plete when  the  combination  is  mentally  formed  or  the  mental  inten- 
tion to  monopolize  arises.  The  statutory  offense,  and  the  one  charged 
herein,  does  not  depend  upon  '  a  single  agreement,  but  [on]  a  course 
of  conduct  intended  to  be  continued';  yet,  nevertheless,  'the  tiling 
done  and  intended  to  be  done  is  perfectly  definite/  Bwift  v.  United 
States,  196  U.  S.  400  [25  Sup.  Gt  276,  49  L.  Ed.  518].  That  case  arose 
on  the  civil  side  of  the  court;  but  it  is  to  be  remembered  that  the 
same  facts  and  acts  which  expose  violators  of  tiiis  statute  to  civil 
suits  also  render  them  subject  to  indictment  In  this  case,  while  the 
time  is  indefinite,  the  thing  done  is  definite,  and  that  is  aU  that  the 
statute  requires 

''To  show  that  an  exact  time  may  be^  and  therefore  must  be,  as^ 
signed  for  the  commission  of  the  offense  of  combination,  the  defendants 
argue  upon  the  meaning  of  the  word  '  engage '  as  used  in  the  statiits, 
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and  fltrenuoiiflly  urge  that,  alnee  tiie  offense  problblted  Is  that  of  'cd- 
gaglng  in '  a  combination,  it  must  be  complete  aa  soon  as  the  aecaaed 
employs  his  attention  or  effort  in  or  about  the  same,  that  sach  employ- 
ment of  attention  or  effort  is  capable  of  precise  assignment  in  point 
of  time,  and  they  challenge  the  prosecution  to  name  the  day. 

''The  statute  is  not  directed  against  such  an  abstraction  as  this. 
It  does  not  require  on  the  part  of  the  prosecntion  dalrvpyance  to  dls^ 
cover  or  locate  the  offoise.  Its  prohibition  is  not  directed  against 
a  state  of  mind,  but  against  a  state  of  facts.  The  fiicts  do  not  simul- 
taneously occur;  the  events  are  not  contemporaneoua  It  may,  and 
naturally  would,  require  time  for  the  working  parts  of  the  combina- 
tion to  become  co-operative,  or  for  the  monopoly  to  become  more  than 
a  hope;  and  what  is  forbidden  and  renders  the  actors  obnoxious  to 
the  criminal  law  is  not  an  undiscoverable  thought  or  hope,  but  a 
perfectly  obvious  result  or  condition.  The  condition  or  state  of  facts 
against  which  the  statute  is  directed  is  a  continuing  condition,  and 
therefore  the  offense  of  creating  and  maintaining  that  condition  is 
necessarily  a  continuing  offense,  and  does  not,  from  its  very  nature, 
require  greater  particularity  in  assignment  than  is  used  in  this  indict- 
ment" 

The  books  say  sometimes  that  each  overt  act  ^  renews  "  the 
conspiracy.  This  can  be  true  only  in  the  sense  that  the  overt 
act  constitutes  renewed  or  further  evidence  of  the  continued 
existence  of  the  conspiracy.  A  conspiracy  is  always  requinid 
to  support  the  overt  act.  A  conspiracy  agreement  commonly 
continues  in  actual  existence  until  after  the  object  of  the  con- 
spiracy has  been  accomplished.  Its  actual  continuance 
always  is  a  question  of  fact,  and  the  indictment  in  this  case 
charges  a  continued  actual  existence  of  the  oonspinur^  from 
its  inception  in  1904,  up  to  the  time  of  the  return  of  the  in- 
dictment. 

Is  the  original  confederation  or  unlawful  agreement  the 
only  violation  of  the  statute,  or  is  a  continuation  or  carrying 
out  of  that  agree [  1016 ]ment,  evidenced  by  a  conscious  par- 
ticipation therein  by  the  parties,  equally  a  violation  of  the 
law?  The  fact  that  conspiracies  generally  may  be,  and  usu- 
ally are,  continuing  agreements  or  understandings,  emphat- 
ically is  true  of  conspiracies  to  restrain  or  to  monopolise  com- 
merce. In  sudi  cases,  not  only  may  the  conspiracy  endure, 
as  in  the  case  of  conspiracies  generally,  until  a  single  com- 
plete result  is  effected,  but  the  result  intended  by  the  con^- 
spirators  is  itself,  quite  inevitably,  a  continuiDig  condition  of 
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things.  Bostraint  or  monopolization  of  commeroe  for  a  mo« 
ment  or  a  day  is  not  the  object  of  a  conspiracy  to  restrain  or 
monopolize  it.  The  conspirators  seek  continuous  restraint 
and  monopolization. 

The  argument  of  the  defendants  is  that  the  crime  of  con- 
spiracy is  n<m-continuing)  because  the  essential  element  of 
the  offense  is  the  act  of  confederating  or  plotting,  which  is 
in  itself  inherently  a  non-continuing  act  The  authorities 
which  have  just  been  cited  are  to  the  contrary.  The  ques- 
tion of  the  continuous  or  non-continuous  nature  of  a  con- 
spiracy depends  entirely  upon  the  agreement  of  the  parties 
and  the  object  to  be  effected.  It  is  always  possible  that  the 
conspiracy  or  confederation  itself  may  contemplate  a  con- 
tinuous course  of  action  on  the  part  of  those  engaged  in  it 
An  agreement  to  pursue  an  illegal  course  for  10  or  15  years, 
by  its  very  nature,  would  be  an  agreement  which  was  con- 
tinuous. Take  a  concrete  case.  Assume  that  the  defendants 
in  1904  entered  into  a  written  agreement  to  stifle  competition, 
or  to  control  prices,  in  the  fresh  meat  industry  through  the 
medium  of  the  National  Packing  Company.  Would  indict- 
ment and  conviction  in  1905  have  given  them  an  everlasting 
license  to  continue  their  unlawful  acts,  exempt  and  immune 
from  prosecution! 

i.  It  must  be  conceded  that,  had  the  defendants  been  con- 
victed in  1905,  no  question  of  immunity  arising,  no  further 
prosecution  could  be  had  for  the  same  offense.  If,  however, 
the  conspiracy  having  been  entered  into  and  the  various 
media  through  which  it  was  to  be  made  operative  and  effec- 
tive having  been  created,  all  in  1904,  proof  of  the  facts  upon 
which  the  former  conviction  was  had  (properly  safeguarded 
by  the  rules  of  evidence)  could  be  shown  in  a  prosecution  in- 
stituted in  1910,  based  upon  a  continuous  conscious  partici- 
pation by  the  defendants  in  the  original  undertaking;  that 
is  to  say,  the  continued  operation  of  the  unlawful  combina- 
tion, notwithstanding  the  former  conviction,  is  in  itself  a 
new  violation  of  the  law.  The  indictments  in  this  case  are 
not  for  any  crime  committed  at  the  time  the  privileged  evi- 
dence was  given,  but  for  a  subsequent  crime,  and  that  subse- 
quent crime  consists  in  the  oontinuatipn  of  the  original 
agreement 
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Again,  sappose  in  1901  the  defendants  admitted  to  (lie 
Commissioner  of  C!orpofations  that  they  had  conspired  to- 
gether to  restrain  the  fresh  meat  trade  in  this  country.  Sup- 
pose that  the  confession  were  used  to  search  out  other  evi- 
dence tending  to  show  that  the  conspiracy  organized  in  1901 
had  been  in  continuous  operation  up  to  and  including  the 
month  of  September^  1910.  Can  they  stand  boldly  upon  the 
proposition  that  with  respect  to  those  matters,  transactions, 
and  things  which  they  had  confessed  they  are  immune  for 
all  time  to  [1016]  comet  Kot  only  immune  from  punish- 
ment concerning  the  things  of  the  past  which  they  disclosed, 
but  immime  from  punishment  for  continuing  in  their  un- 
lawful engagement}  Not  only  that,  but  immune  from  the 
use  of  the  evidence  against  them  for  any  purpose  at  any  time 
thereafter! 

Immunity  does  not  mean  license.  If  it  does,  then  one 
need  only  to  confess  his  crime,  and  his  license  to  violate  the 
law  becomes  perpetuaL  Any  consideration  of  the  so-called 
immunity  or  constitutional  privilege  which  results  in  the 
giving  of  license  to  continue  an  unlawful  act,  or  immunity 
frcon  prosecuticm  for  future  crime,  would  be  intolerable. 

The  defendants  must  rest  squarely  upon  the  proposition 
that  the  immunity  granted  by  the  statute  is  broader  than  the 
privilege  of  the  Constitution.  However,  both  the  Constitu- 
tion and  the  immunity  statute  apply  only  to  incriminating 
evidence;  the  former  by  construction  given  by  the  Supreme 
Court  of  the  United  States,  and  the  latter  by  its  very  terms. 

I  cannot  agree  that  the  immunity  act  purposely  was  made 
attractive  as  a  kind  of  bonus  or  bribe  to  induce  innocent  dis- 
closures by  the  promise  that  a  future  crime  concerning  the 
acts,  transBctions,  and  things  testified  about  would  pass  un- 
punished. I  do  not  believe  that  the  defendants  here  accused 
are  immune  for  all  time  to  come  from  the  punishment  pre- 
scribed by  the  Sherman  Act,  with  respect  to  interstate  com- 
merce in  meat  in  this  country.  No  matter  how  the  arguments 
of  counsel  are  analyzed,  they  lead  ever  to  that  result  It 
must  follow,  if  their  position  is  sound,  that  a  general  state- 
ment of  one's  business  made  to  the  Commissioner  of  Com- 
m^roe  and  Labor  will  prevent  the  government  from  using 


Digitized  by  VjOOQIC 


74  IM  FBDSRAL  SEPCmilfiEy  VM. 

Opinion  of  the  Court 

sadi  information  in  any  way,  tor  the  purpose  of  ferreting 
out  or  prosecuting  future  crimes  connected  with  that  business. 
The  defendants  claim,  also,  that  the  use  of  priyileged  or 
immune  evidence  before  the  1910  grand  jury  was  a  violation 
of  their  constitutional  rights;  that  the  evidence  was  itself 
^unconstitutional,''  as  distinguished  from  ^incompetent"; 
that  the  immunity  or  amnesty  or  pardon  afforded  by  the  fifth 
amendment  and  the  immunity  act  obliterated  the  acts  them- 
selves about  which  they  had  furnished  evidence  to  Garfield. 
In  this  connection,  much  stress  has  been  laid  upon  cases  in- 
volving pardons.    It  is  urged  that: 

**  The  legal  effect  of  the  pardon  or  amnesty  (the  same  thing)  Is  to 
wholly  obliterate  the  offense,  and  all  its  consequences;  to  fumiah  a 
legal  equivalent  for  conclnslTe  proof  that  the  pardoned  acts  never 
existed.** 

In  other  words,  after  a  pardon,  there  is  ^  oblivion  "  as  to 
the  past  If,  however,  there  be  any  '^oblivion,"  it  is  not  as  to 
the  actual  happening  of  things,  but  as  to  the  attending  con- 
sequences. Amnesty  or  pardon  obliterates  the  offense,  it 
is  true,  at  least  to  such  extent  that  for  all  legal  purposes  the 
one-time  offender  is  to  be  relieved  in  the  future  from  all  its 
results;  but  it  does  not  obliterate  the  acts  themselves.  It  puts 
the  offender  in  the  same  position  as  though  what  he  had  done 
never  had  been  unlawful;  but  it  does  not  close  the  judicial 
eye  to  the  fact  that  once  he  had  done  the  acts  which  con- 
stituted the  [1017]  offense,  and  the  cases  arising  under  the 
pardons  and  under  the  general  amnesty  granted  at  the  dose 
of  our  Civil  War  do  not  support,  but,  on  the  contrary,  dispel 
the  idea  that  the  acts  themselves,  as  distinguished  from  their 
penal  consequences,  were  obliterated  by  pardon  or  amnesty. 
Thus  in  the  Garland  ease^  71  U.  S.  3S3,  18  L.  Ed.  866,  the 
sole  question  was  whether  or  not  Gten.  Garland  could  be 
permitted  to  practice  law  in  the  Supreme  Court  when,  be- 
cause he  had  held  office  under  the  government  of  the  Con- 
federates States,  he  could  not  take  the  then  required  oath 
that  he  had  never  given  aid  and  comfort  to,  or  held  office 
under,  enemies  of  the  United  States.  The  whole  controversy 
arose  because  the  facts  were  not  obliterated,  because  Garland 
could  not  take  the  oath  without  being  guilty  of  perjury. 
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Hftd  the  facts  been  obliterated,  the  simple  way  ont  would 
have  been  for  Gen.  Ghurland  to  take  the  oath;  but  it  wae 
admitted  on  all  hands,  and  stated  by  the  court,  tiiat  he  could 
not  do  so. 

An  officer  in  the  employ  of  the  goyermnent.  ovensealous, 
perhaps,  in  the  performance  of  hid  duty,  shoots  and  wounds 
seriously  a  person  whom  he  thinks  has  been  guilty  of  a 
crime.  The  officer  had  no  authority  to  use  violence,  and 
was  indicted  and  held  for  trial  on  a  diarge  of  assault  with 
intent  to  kiU.  The  executiTe,  believing  that  the  circum- 
stances warranted  his  interference,  pardons  the  officer.  Does 
the  pardon  wipe  out  the  physical  fact  that  he  shot  and 
wounded  seriously  his  victim?  Does  the  pardon  prevent 
the  victim  from  recovering  damages  in  a  civil  action! 
Clearly,  it  does  not.  Certainly  it  cannot  be  claimed  that  the 
pardon  granted  in  1861  to  Gen.  Garland  for  ^  taking  part 
in  the  late  rebellion  against  the  government,'*  etc,  not  only 
rendered  him  immune  from  punishment,  but  branded  him 
a  Union  soldier  or  a  non-combatant 

7.  There  is  nothing  in  the  law  of  pardons  which  will  war- 
rant the  court  in  reaching  a  conclusion  that  the  anmesty  or 
inmiunity  claimed  to  be  afforded  by  the  law  to  the  defend- 
ants in  1901  wiped  out  the  physical  existence  of  the  transac- 
tions, matters,  and  things  concerning  which  they  then  testi- 
fied. The  difference  between  a  crime  committed  and  for- 
given, and  its  physical  occurrence,  must  not  be  overlooked. 
Inmiunity  does  not  mean  that  no  acts  in  fact  were  done,  but 
that  there  may  be  no  prosecution  in  respect  thereto.  Im- 
munity does  not  wipe  out  the  history  of  events. 

8.  A  pardon  or  amnesty  secures  against  the  consequences 
of  one's  acts,  and  not  against  the  acts  themselves;  it  involves 
forgiveness,  not  forgetfulness.  If  the  claimed  immunity  did 
not  obliterate  the  physical  existence  of  the  facts  about  which 
the  defendants  furnished  evidence  to  Garfield  in  1904,  but 
merely  purged  them  of  criminality  and  rendered  them  in- 
herently harmless,  there  is  no  legal  reason  why  those  facts 
or  the  evidence  concerning  them,  if  competent  and  relevant, 
may  not  be  used  to  trace  the  history  of,  or  establish,  an  un- 
lawful conspiracy  charged  to  have  been  in  operation  in  1910. 
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Mj  condnsian  is  this:  The  Ccmstituticm  gitaraateed  to  the 
defendants  the  right  of  silence  only  with  respect  to  evidence 
which  might  tend  to  incriminate  tiiem.  The  immunity  act 
rendered  the  constitutional  provision  inapplicable,  by  de- 
stroying the  incriminating  effect  of  [1018]  the  evidence 
given,  and  by  providing  absolute  immunity  from  prosecu- 
tion for  any  crime  already  committed  concerning  the  mat- 
ters, transactions,  and  things  testified  about  The  inununity 
furnished  related  to  present,  and  not  future,  crimes.  That 
immunity  purged  the  evidence  given  of  all  unlawful  char- 
acteristics, and  assured  the  defendants  that  up  to  the  time 
they  testified  they  had  done  no  wicked  or  wrongful  thing. 
The  immunity  act  did  not,  and  could  not,  alter  or  destroy 
the  transactions,  matters,  and  things  concerning  which  the 
information  was  furnished.  They  must  exist  still  as  facts, 
harmless  and  pure,  to  be  sure,  but  still  tangible  facts;  and 
those  facts,  proper  foundation  having  been  laid,  and  when 
legally  competent  and  relevant,  may  be  shown  at  any  time,  in 
any  action,  civil  or  criminal 

If  I  am  right  in  my  conclusion  as  to  the  effect  of  the  fifth 
amendment  and  the  immunity  statutes,  upon  the  evidence 
given  by  the  defendants  to  the  Commissioner  of  Corpora- 
tions in  1904,  then  the  only  question  remaining  is  whether 
the  court  ought  to  quash  an  indictment  because  incompetent 
evidence  was  presented  to  the  grand  jury. 

6.  Hie  cases  are  uniform  to  the  effect  that,  except  in  those 
states  in  which,  by  statute,  indictments  are  required  to  be 
returned  on  ^^ legal"  or  '^competent"  evidence,  the  courts 
will  not  review  the  evidence  received  by  a  grand  jury  for 
the  purpose  of  passing  upon  its  competency.  In  the  first 
place,  no  official  record  of  the  evidence  introduced  before 
the  grand  jury  ordinarily  is  kept  In  the  second  place,  if,  on 
a  motion  to  quash,  the  competency  of  the  evidence  presented 
could  be  inquired  into,  the  trial  courts  would  be  obliged  to 
sit  as  courts  of  review,  to  examine  into  the  correctness  of 
every  ruling  made  upon  the  evidence  by  the  grand  jurors. 
The  obstructions  to  justice  and  the  unnecessary  and  uncalled- 
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for  waste  of  time,  and  consequent  expense  to  the  state  as  well 
as  to  defendants,  which  wonld  result  from  such  a  course,  are 
too  obvious  to  need  comment. 

In  addition  to  this,  the  grand  jurors  are  laymen.  They  do 
not  know,  and  cannot  be  expected  to  know,  the  technical  rules 
of  evidence;  and  while,  no  doubt,  it  is  the  duty  of  the 
prosecutor  to  give  them  such  aid  as  he  may  in  that  respect, 
he  has  no  control  over  them.  As  a  matter  of  fact,  under  the 
common  law,  and  in  the  state  of  Illinois,  where  the  common 
law  prevails,  grand  jurors  are  entitled  to  indict  upon  their 
personal  knowledge,  and  upon  their  experience  as  men  of 
affairs,  upon  what  has  transpired  in  the  community  with 
reference  to  the  case  under  their  investigation.  They  cannot 
be  expected  to  know  what  evidence  is  or  is  not  legally  com- 
petent. If,  therefore,  indictments  are  to  be  quashed  because 
incompetent  evidence  was  heard  by  the  grand  jury,  the 
return  of  a  true  bill  practically  will  become  an  mipoesibility. 

The  authorities  cited  by  defendants,  in  which  indictments 
were  quashed  because  the  accused  was  called  before  the  grand 
jury  and  examined,  or  because  private  counsel  was  permitted 
to  appear  and  address  the  grand  jury,  are  not  in  point  In 
those  cases  the  indictments  were  quadied,  not  because  incom- 
petent evidence  was  received,  but  because  the  proceedings  of 
the  grand  jury  were  unconstitutional  and  unlawful.  Clearly, 
if  the  grand  jury  were  improperly  impaneled,  [1019]  or  if 
certain  classes  of  persons  unlawfully  were  excluded  from 
serving  thereon,  the  matter  could  be  brought  to  the  attention 
of  tibte  court,  and  disposed  of,  by  a  motion  to  quash  the  in-* 
dictment 

The  two  propositions  are  radically  different.  It  is  one 
thing  to  quash  an  indictment  because  the  accused,  in  viola- 
tion of  his  constitutional  right,  is  brought  before  the  grand 
jury  and  browbeaten  or  maltreated,  or  because  private  coun- 
sel is  permitted  to  harangue  the  jurors,  or  because  other  like 
fundamental  wrongs  are  permitted,  and  quite  another  thing 
to  quash  an  indictment  because  a  witness  is  asked  concern- 
ing facts  whidi  mayhap  do  not  tend  to  prove  the  charge 
which  the  grand  jury  is  to  inquire  inta    The  one  readies 
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to  tibte  organization  or  fundamental  power  of  the  grand  jury 
to  act;  the  other,  granting  that  the  grand  jury  was  properly 
impaneled  and  had  the  power  to  proceed,  involves  the  prop- 
osition that  it  acted  upon  incompetent  evidence,  and  there- 
fore  reached  an  irrational  conclusion. 

The  motions  to  quash  will  be  denied,  and  the  derk  will 
enter  an  order  to  that  effect 

6.  The  pleas  in  this  case  raise  an  issue  of  fact  as  to  what 
evidence  was  presented  to  the  grand  jurors.  Grand  jurors 
and  witnesses  before  them  are  sworn  not  to  disclose  what 
takes  place  in  the  jury  room.  The  authorities  are  conflict 
ing  as  to  whether  it  is  proper  in  a  plea  in  abatement  to  raise 
an  issue  of  fact  as  to  matters  which  the  policy  of  the  law 
requires  to  be  kept  secret.  The  Supreme  Court,  however,  in 
Hale  V.  Henkely  suproj  used  the  following  language: 

"  The  fluggestion  that  a  person  who  has  testUled  compalsorily  before 
a  grand  jury  may  not  be  able,  If  Bubaeqaently  Indicted  for  some  mat- 
ter concerning  which  he  testified,  to  procure  the  eyldenoe  necessary 
to  maintain  his  plea,  is  more  fanciful  than  real.  He  would  have,  not 
only  his  own  oath  In  support  of  his  immunity,  but  the  notes  oft^, 
though  not  always,  taken  of  the  testimony  before  the  grand  Jury, 
as  well  as  the  testimony  of  the  prosecuting  officer,  and  of  every  mem- 
her  of  the  jury  pres^it  It  is  scarcely  possible  that  all  of  them 
would  have  forgotten  the  general  nature  of  his  incriminating  testi- 
mony, or  that  any  serious  conflict  would  arise  therefrom." 

— vindicating  that  such  matters  properly  may  be  brought  to 
the  notice  of  the  court  by  plea. 

The  motion  to  strike  the  pleas  in  abatement  from  the  files 
will  be  denied,  and  a  rule  entered  upon  the  government  to 
reply.  If,  however,  the  govemm^it  sees  fit  to  file  a  de- 
murrer to  the  pleas,  inasmuch  as  all  of  the  parties  to  this 
cause  have  indicated  a  desire  to  have  the  matter  disposed 
of  upon  the  merits,  and  inasmuch  as  I  have  treated  the  ques- 
tions involved  as  if  a  demurrer  had  been  interpoeedi  such  de- 
murrer will  be  sustained  as  of  course. 
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[1]  THE  STANDARD  OIL  COMPANY  OF  NEW  JER- 
SEY*  ET  AL.  V.  THE  UNITED  STATES- 

mnAXi  raoH  tbb  circuit  ooubt  of  thb  unitbd  states  iob 

TBS  BASTERN  DIBTHICT  OF  HIS80X7BI. 

Argued  ICareh  14,  15,  16,  1910;  restored  to  docket  for  re^rgnment  April  11, 
1910;  n-uiMd  January  12,  Id,  10,  17,  1911.— Decided  May  15»  1911. 

[221  U.  8U  L] 

The  Antl-TniBt  Act  of  July  2, 1890,  a  647,  26  Stat  200,  flhonld  be  con- 
Btrued  in  the  light  of  reaeon ;  and,  as  so  construed,  it  prohibits  all 
contracts  and  combination  which  amount  to  an  unreasonable  or 
undue  restraint  of  trade  in  interstate  commerce.^ 

The  combination  of  the  defendants  in  this  case  is  an  unreasonable 
and  undue  restraint  of  trade  in  petroleum  and  its  products  moving 
in  interstate  commerce,  and  fklls  within  the  prohibitions  of  the  act 
as  so  construed. 

Where  one  of  the  defendants  In  a  suit,  brought  by  the  Qovemment  in 
a  Circuit  Court  of  the  United  States  under  the  authority  of  I  4  of 
the  Anti-Trust  Act  of  July  2, 1880,  is  within  the  district,  the  court, 
under  the  authority  of  (  6  of  that  act,  can  take  Jurisdiction  and 
order  notice  to  be  served  upon  the  non-resident  defendants. 

Allegations  as  to  fkcts  occurring  prior  to  the  passage  of  the  Anti-Trust 
Act  may  be  considered  solely  to  throw  light  on  acts  done  after  the 
passage  of  the  act 

[8]  The  debates  in  Congress  on  the  Anti-Trust  Act  of  1890  show  that 
ene  of  the  Influences  leading  to  the  enactment  of  the  statute  was 
doubt  as  to  whether  there  is  a  common  law  of  the  United  States 
governing  the  making  of  contracts  In  restraint  of  trade  and  the  cre- 
ation and  maintenance  of  monopolies  In  the  absence  of  legislation. 

While  debates  of  the  body  enacting  it  may  not  be  used  as  means  for 
interpreting  a  statute,  they  may  be  resorted  to  as  a  means  of  as- 
certaining the  conditions  under  which  it  was  enacted. 

The  terms  "restraint  of  trade,"  and  ''attempts  to  monoi>oliae,"  as 
used  in  the  Anti-Trust  Act,  took  their  origin  in  the  comm<Hi  law  and 
were  familiar  in  the  law  of  this  country  prior  to  and  at  the  time  of 
the  adoption  of  the  act,  and  their  meaning  should  be  sought  from 
the  conceptions  of  both  EInglish  and  American  law  prior  to  the 
passage  of  the  act 

The  original  doctrine  that  all  contracts  in  restraint  of  trade  were 
iUegal  was  long  since  so  modified  In  the  Interest  of  freedom  of  In- 

•ITor  ox^nion  of  Circuit  Court  (173  Fed.  Rep.,  177),  see  voL  8,  686. 
*  Syllabus  and  statements  of  arguments  copyrighted*  1911,  by  the 
Banks  Law  Publishing  Company* 
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dlyiduals  to  contract  diat  the  contract  was  valid  if  (be  resnlttng 
restraint  waa  only  partial  in  its  operation  and  was  otherwiae  rea- 
sonable. 

The  early  struggle  in  England  against  the  power  to  create  monopolies 
resulted  in  establishing  that  those  institutions  were  incompatible 
with  the  English  Oonstitution. 

At  common  law  monopolies  were  unlawful  because  of  their  restriction 
upon  indiyidual  freedom  of  contract  and  their  injury  to  the  public 
and  at  common  law;  and  contracts  creating  the  same  evils  were 
broufi^t  within  the  prohibition  as  impeding  the  due  course  of,  or 
being  in  restraint  of,  trade. 

At  the  time  of  the  passage  of  the  Anti-Trust  Act  the  English  rule 
was  that  the  individual  was  free  to  Contract  and  to  abstain  fh)m 
contracting  and  to  ^ercise  every  reasonable  right  in  regard  thereto, 
except  only  as  he  was  restricted  from  voluntarily  and  unreason- 
ably or  fOr  wrongful  purposes  restraining  his  rii^t  to  carry  on  his 
trade.    Mogul  SteamiMp  Co,  v.  McGregor,  1882,  A.  O.  25. 

A  decision  of  the  House  of  Lords,  although  announced  after  an  event, 
may  serve  reflexly  to  show  the  state  of  the  law  in  England  at  the 
time  of  such  event 

This  country  has  followed  the  line  of  development  of  the  law  of  Eni;- 
land,  and  the  public  policy  has  been  to  prohibit,  or  treat  as  illegal, 
contracts,  or  acts  entered  into  with  intent  to  wrong  the  public  an^ 
which  unreasonably  restrict  competitive  conditions,  limit  the  right 
of  individuals,  restrain  the  free  flow  of  commerce,  or  bring  about 
public  evils  such  as  the  enhancement  of  prices. 

[8]  The  Anti-Trust  Act  of  1880  was  enacted  in  the  light  of  the  then 
existing  practical  conception  of  tiie  law  against  restraint  of  trade, 
and  the  intoit  of  Congress  was  not  to  restrain  the  rii^t  to  make 
and  enfbrce  contracts,  whether  resulting  from  combinations  or 
otherwise,  which  do  not  unduly  restrain  interstate  or  foreign  com- 
merce, but  to  protect  that  commerce  from  contracts  or  combina- 
tions by  methods,  whether  old  or  new,  which  would  constitute  an 
Interference  with,  or  an  undue  restraint  upon,  it 

The  Anti-Trust  Act  contemplated  and  required  a  standard  of  Inter- 
pretation, and  it  was  intended  that  the  standard  of  reason  which 
had  been  applied  at  the  common  law  should  be  applied  in  determin- 
ing whethOT  particular  acts  were  within  its  prohibitions. 

The  word  ''person**  in  I  2  of  the  Anti-Trust  Act  as  construed  by 
reference  to  f  8  thereof,  Implies  a  corporation  as  w^l  as  an  Indi- 
vidual. 

The  commerciB  referred  to  by  the  words  "any  part**  In  I  2  of  tiie 
Anti-Trust  Act,  as  construed  In  the  light  of  the  manifest  poilpofle  of 
that  act,  includes  geographically  any  part  of  the  United  States  and 
also  any  of  the  classes  of  things  forming  a  part  of  interstate'  or 
foreign  commerce. 

The  words  "to  monopolise **  and  "monopolise^'  as  used  tn  1  2  of  the 
Anti-Trust  Act  reach  every  act  bringing  about  the  prohibited  result 
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FrMdom  to  contract  is  the  essence  ot  freedom  from  nndne  restraint 
on  the  right  to  contract 

In  prior  cases  where  general  language  has  been  used,  to  the  effect 
that  reason  could  not  be  resorted  to  in  determining  whether  a  par- 
ticular case  was  within  the  prohibitions  of  the  Anti-Trust  Act,  the 
unreasonableness  of  the  acts  under  consideration  was  pointed  out 
and  those  cases  are  only  authoritatlTe  by  the  certitude  that  the 
rule  of  reason  was  applied;  United  States  t.  Tram-MisBOiuri  Freight 
AeeooMion,  166  U.  S.  200,  and  United  Statee  t.  Joint  Tragic  Aemh 
cfo^ioft,  171  U.  S.  806,  limited  and  Qualified  so  far  as  they  conOtot 
with  the  construction  now  given  to  the  Anti-Trust  Act  of  1880. 

The  application  of  the  Anti-Trust  Act  to  combinations  inTolving  the 
production  of  commodities  within  the  States  does  not  so  Stend 
the  power  of  Ck)ngres8  to  subjects  dehors  its  authority  as  to  render 
the  statute  unconstitutlonaL  United  Btatee  ▼.  B.  O,  Knight  Oo,,  156 
U.  S.  1,  distinguished. 

The  Anti-Trust  Act  generlcally  enumerates  the  diaractsr  of  the  acts 
prohibited  and  the  wrongs  which  it  intends  to  preyent  and  is  sus- 
ceptible of  being  enforced  without  any  judicial  exertion  of  legisla- 
tive power. 

The  unification  of  power  and  control  over  a  commodity  audi  as  pe* 
(4]  troleum,  and  its  products,  by  combining  in  one  corporation  the 
stocks  of  many  other  corporations  aggregating  a  vast  capital  glyes 
rise,  of  itself,  to  the  prima  facie  presumption  of  an  intent  and  pur- 
pose to  dominate  the  industry  connected  with,  and  gain  perpetual 
control  of  the  movement  of,  that  commodity  and  its  products  in  the 
diannels  of  interstate  commerce  in  violation  of  the  Anti-Trust  Act 
of  1890,  and  that  presumption  is  made  conclusive  by  proof  of  specific 
acts  such  as  those  in  the  record  of  this  case 

The  fact  that  a  combination  over  the  products  of  a  commodity  such  as 
petroleum  does  not  include  the  crude  article  Itself  does  not  take  the 
combination  outside  of  the  Anti-Trust  Act  when  It  appears  that  the 
monopolization  of  the  manufactured  products  necessarily  controls 
the  crude  article. 

Penalties  which  are  not  authorized  by  the  law  cannot  be  inflicted  by 
judicial  authority. 

The  remedy  to  be  administered  in  case  of  a  combination  violating  the 
Anti-Trust  Act  is  two-fold:  first,  to  forbid  the  continuance  of  the 
prohibited  act,  and  second,  to  so  dissolve  the  combination  as  to 
neutralize  the  force  of  the  unlawful  power. 

The  constituents  of  an  unlawful  combination  under  the  Antl-l^st 
Act  should  not  be  deprived  of  power  to  make  normal  and  lawful 
contracts,  but  should  be  restrained  from  continuing  or  recreating 
the  unlawful  combination  by  any  means  whatever;  and  a  dissolu- 
tion of  the  offending  combination  should  not  deprive  the  constltn* 
snts  of  the  right  to  Uve  onder  the  law  but  should  oonq^I  than  to 
obey  it. 

95826*'— VOL  ^ 
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In  determining  the  remedy  against  an  unlawful  combination,  tbe 
court  must  consider  the  result  and  not  Inflict  serious  injury  on  the 
public  by  causing  a  cessation  of  interstate  commerce  in  a  necessary 
commodity. 

178  Fed.  Bep.  177,  modified  and  affirmed. 

The  facts,  which  involve  the  construction  of  the  Sherman 
Anti-Trust  Act  of  July  2, 1890,  and  whether  defendants  had 
violated  its  provisions,  are  stated  in  the  opinion. 

Mr ^  John  O,  Johnson  and  Mr.  John  O,  MUburny  with 
whom  Mr.  Frank  L.  Crawford  was  on  the  brief,  for  appel- 
lants: 

The  acquisition  in  1899  by  the  Standard  Oil  Company  of 
New  Jersey  of  the  stocks  of  the  other  companies  was  not  a 
combination  of  independent  enterprises.  All  of  the  [6]  com- 
panies had  the  same  stockholders  who  in  the  various  cor- 
porate organizations  were  carrying  on  parts  of  the  one  busi- 
ness. The  business  as  a  whole  belonged  to  this  body  of  com- 
mon stockholders  who,  commencing  prior  to  1870,  had  as  its 
common  owners  gradually  built  it  up  and  developed  it  The 
properties  used  in  the  business,  in  so  far  as  they  had  been 
acquired  by  purchase,  were  purchased  from  time  to  time  with 
the  common  funds  for  account  of  the  common  owners.  For 
the  most  part  the  plants  and  properties  used  in  the  business 
in  1899  had  not  been  acquired  by  purchase  but  were  the  crea- 
tion of  the  conmion  owners.  The  majority  of  the  companies, 
and  the  most  important  ones,. had  been  created  by  the  com- 
mon owners  for  the  convenient  conduct  of  branches  of  the 
business.  The  stocks  of  these  companies  had  always  been 
held  in  conunon  ownership.  The  business  of  the  companies 
and  their  relations  to  each  other  were  unchanged  by  the 
transfer  of  the  stocks  of  the  other  companies  to  the  Standard 
Oil  Company  of  New  Jersey. 

The  Sherman  Act  has  no  application  to  the  transfer  to, 
or  acquisition  by,  the  Standard  Oil  Company  of  New  Jersey 
of  the  stocks  of  the  various  manufacturing  and  producing 
corporations,  for  the  reason  that  such  transfer  and  acquisi- 
tion were  not  acts  of  interstate  or  foreign  commerce,  nor 
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diitet  and  immediate  in  their  effect  on  interstate  and  foreign 
commerce,  nor  within  the  power  of  Congress  to  regulate  in- 
testate and  foreign  commerce.  United  States  v.  Knigkty  156 
U.  S.  1;  /n  fv  Ore&ne,  52  Fed.  Bep.  104. 

The  contracts,  combinations  and  conspiracies  of  §  1  of  the 
Sherman  Act  are  contracts  and  combinations  which  con- 
tractually restrict  the  freedom  of  one  or  more  of  the  parties 
to  them  in  ihe  conduct  of  his  or  their  trade,  and  combinations 
or  conspiracies  whidi  restrict  the  freedom  of  others  than  the 
parties  to  them  in  the  conduct  of  their  business,  when  these 
restrictions  directly  affect  interstate  [6]  or  foreign  trade. 
Purchases  or  acquisiticms  of  property  are  not  in  any  sense 
sudi  contracts,  combinations  or  conspiracies.  Contracts  in 
restraint  of  trade  are  contracts  with  a  stranger  to  the  con- 
tractor's business,  althou^  in  some  cases  candying  on  a 
similar  one,  which  wholly  or  partially  restricts  the  freedom 
of  the  contractor  in  carrying  <m  that  business  as  otherwise  he 
would.  Holmes,  J.,  in  Northern  SeourUies  caee^  198  U.  S. 
404;  Pollock  on  Contracts,  7th  ed.,  p.  852.  Such  contracts 
are  invalid  because  of  the  injury  to  the  public  in  being  de- 
prived of  the  restricted  party's  industry  and  the  injury  to  the 
party  himself  by  being  precluded  from  pursuing  his  occupa- 
tion. Oregon  Steam  Navigation  Co.  v.  Windsor^  20  Wall. 
68;  Alger  v.  Thaeker^  19  Pick.  64.  Combinations  in  re- 
straint of  trade  are  combinations  between  two  or  more  per- 
sons whereby  each  party  is  restricted  in  his  freedom  In  carry- 
ing on  his  business  in  his  own  way.  Hilton  v.  Eckersley^  6 
ELABl.  4T. 

The  cases  in  which  combinations  have  be^i  held  invalid 
at  common  law  as  being  in  restraint  of  trade  deal  with  ex- 
ecutory agreements  between  independent  manufacturers  and 
dealers  whereby  the  freedom  of  each  to  conduct  his  business 
with  respect  to  his  own  interest  and  judgment  is  restricted. 
Morris  Ran  Coal  Oo.  v.  Barclay  Coal  Oo.^  68  Pa.  St.  178; 
Salt  Oo.  V.  Otttkrie,  85  Oh.  St.  666;  Amot  v.  Pittston  and 
Klmira  Ooai  Oo.^  68  N.  Y.  558;  Craft  v.  MoOonaughy^  79 
Illinois,  846 ;  India  Bagging  Aseoeiation  v.  Kockj  14  La.  Ann. 
168;  Videan  Powder  Co.  v.  Hercules  Powder  Cc^  96  Cali- 
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fornia,  610;  OH  Oo.  v.  Adaue^  88  Texas,  650;  Ckofin  w^ 
Brawn,  83  Iowa,  156« 

The  cases  ia  which  trusts  and  similar  combuiations  have 
been  held  invalid  as  combinations  in  restraint  of  trade  all 
deal  with  devices  employed  to  secure  the  centralized  control 
of  separately  owned  concerns.  People  v.  North  River  8ug4ir 
Befinmg  Co.,  54  Hun.  864;  S.  C,  121  N.  Y.  682;  State  v.  Ne- 
braska DistHUng  Co.,  29  Nebraska,  700;  Poea[7]honta9 
Coke  Co.  V.  Powhatan  Coal  <&  Coke  Co.^  00  W.  Va.  608. 

A  conspiracy  in  restraint  of  trade  is  a  combination  of  two 
or  more  to  deprive  others  than  its  members  of  their  freedom 
in  conducting  their  business  in  their  own  way  by  acts  having 
that  effect.  A  combination  to  boycott  is  a  sufficient  illus- 
tration. 

The  Sherman  Act  did  not  enlarge  the  category  of  contracts, 
combinations  and  conspiracies  in  restraint  of  trade.  United 
States  V.  Tra7is-Missouri  Aeeodation,  166  U.  S«  290;  United 
States  V.  Joint  Tra^  Association,  171  U.  S.  505;  Addyston 
Pipe  (&  Steel  Co.  v.  United  States,  176  U.  S.  211;  Montagus 
V.  LotDry,  198  U.  S.  88;  Swift  v.  United  States,  196  U.  S. 
876;  Loewe  v.  Lawlor,  208  U.  S.  274;  Continental  Wall 
Paper  Co.  v.  Voight  c6  Sons,  212  U.  S.  227,  all  involved  com- 
binations, either  expressly  by  the  terms  of  the  agreements 
constituting  them,  restricting  the  freedom  of  each  of  the 
members  in  the  conduct  of  his  or  its  business,  or  in  the 
nature  of  conspiracies  to  restrict  the  freedom  of  others  than 
their  members  in  the  conduct  of  their  business.  The  North- 
ern Securities  case,  198  U.  S.  197,  was  a  combination  which, 
throu^  the  device  adopted,  restricted  the  freedom  of  the 
stockholders  of  two  independent  railroad  companies  in  the 
separate  and  independent  control  and  management  of  their 
respective  companies. 

Purchases  and  acquisitions  of  property  do  not  restrain 
trade.  The  freedom  of  a  trader  is  not  restricted  by  the 
sale  of  his  property  and  business.  The  elimination  of  com- 
petition, so  far  as  bis  property  and  business  is  concerned,  is 
not  a  restraint  of  trade,  but  is  merely  an  incidental  effect  of 
the  exercise  of  the  fundamental. ^tiyil.rij^t  to.  buy.  anfi  ^a^ 
property  freely.    The  acquisition  of  property  is  not  made 
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illegal  by  the  fact  tlkat  the  purchaser  intends  thereby  to  put 
an  end  to  the  use  of  such  property  in  competition  with  him. 
Every  purchase  of  [8]  property  necessarily  involves  the 
elimination  of  that  property  from  use  in  competition  with 
the  purchaser  and,  therefore,  impHes  an  intent  to  effect  such 
elimination.    OmcinnaH  Packet  Oo.  v.  Bay,  200  U.  S.  179. 

The  transfer  to,  and  acquisition  by,  the  Standard  Oil 
Company  of  New  Jersey  of  the  stocks  of  the  various  corpo- 
rations in  the  year  1899  was  not,  and  the  continued  owner- 
ddp  of  those  shares  with  the  control  which  it  confers  is  not, 
a  combination  or  conspiracy  in  restraint  of  trade  dedared  to 
be  illegal  by  the  first  section  of  the  Sherman  Act  Because 
of  the  common  ownership  of  the  different  properties  in  in- 
terest they  were  not  independent  or  competitive  but  they 
were  the  constituent  elements  of  a  single  business  organism. 
This  situation  was  not  affected  by  the  transfer  to  the  Stand- 
ard Oil  Company  of  New  Jersey,  who  had  the  same  body  of 
stockholders  and  had  controlled  the  separate  companies  and 
continued  to  control  them  through  the  Standard  Oil  Com- 
pany of  New  Jersey.  These  considerations  differentiate  the 
present  case  from  the  Northern  Securities  case^  193  IT.  S.  197. 
The  Northern  Securities  case  dealt  with  a  combination  of 
diverse  owners  of  separate  and  diverse  properties  which 
were  bound  by  the  law  of  iheir  being  as  quasi-public  corpo- 
rations invested  with  public  franchises  to  continue  separate, 
independent  and  competitive,  creating  through  the  instru- 
mentality of  the  holding  company  a  common  control  which 
would  necessarily  prevent  competitive  relationa 

There  is  no  warrant  for  the  assumption  that  corporations 
engaged  in  the  same  business  are  naturally  or  potentially 
competitive  regardless  of  their  origin  or  ownership.  If  the 
same  body  of  men  create  several  corporations  to  carry  on  a 
large  business  for  the  economical  advantages  of  location  or 
for  any  other  reason,  and  the  stocks  of  these  corporations  are  • 
all  in  common  ownership,  it  is  a  fiction  to  say  that  they  are 
potentially  oom[9]petitive  or  that  their  natural  relation  is 
one  of  competition. 

The  common  owners  of  the  Standard  Otl  properties  and 
business  had  the  ri|^t  to  vest  the  properties  and  business 


Digitized  by  VjOOQIC 


86  m  UKfTSP  BO^T^  19. 

Aigojnent  tor  AwpeUaiUbL 

in  a  single  corporation,  notwithstanding  thai  sudi  a  transac- 
tion might  tend  to  prevent  the  disintegration  of  the  different 
properties  into  diverse  ownerships.  The  Sherman  Act  does 
not  impose  restrictions  upon  the  rights  of  joint  owners. 

The  acquisitions  prior  to  1882  were  lawful  and  tilieir  effect 
upon  competition  was  incidental.  The  purpose  of  the  trust 
of  1879  was  to  bring  the  scattered  legal  titles  to  the  joint 
properties  then  vested  in  various  individuals  into  a  single 
trusteeship.  The  purpose  of  the  trust  agreement  of  1882 
was  to  provide  a  practicable  trusteeship  to  hold  the  legal 
title  to  the  joint  properties,  an  effective  executive  manage- 
ment and  a  marketable  symbol  or  evidence  of  the  interest 
of  each  owner.  The  only  question  raised  in  the  case  of 
State  V.  Standard  OH  Company^  49  O.  St.  137,  was  whether 
it  was  nUra  vires  for  the  Standard  Oil  Company  of  Ohio 
to  permit  its  stock  to  be  held  by  the  trustees  instead  of  by 
the  real  owners.  The  method  of  distribution  adopted  on  the 
dissolution  of  the  trust  was  the  only  feasible  plan  of  distri- 
bution. Each  certificate-holder  was  given  an  assignment 
of  his  proportionate  interest  in  all  the  companies.  All  being 
parts  of  the  common  business  there  was  no  basis  for  separate 
valuations.  The  value  of  the  interest  of  every  owner  was  de- 
pendent upon  its  being  kept  together  as  an  entirety.  The 
transaction  of  1899  was  practically  an  incorporation  of  the 
entire  business  by  the  common  owners  through  the  owner- 
ship of  the  Standard  Oil  Company  of  New  Jersey.  That 
was  the  plain  purpose,  object  and  effect  of  the  transaction. 

The  first  section  of  the  Sherman  Act  deals  directly  with 
contracts,  combinations  and  conspiracies  in  restraint  of  trade. 
The  second  section  deals  directly  with  monopoliz[10]ing 
and  attempts  to  monopolize.  Monopolizing  does  not  enlarge 
the  operation  of  the  first  section  nor  does  its  absence  restrict 
the  operation  of  that  section. 

The  first  section  deals  with  entities,  a  contract,  combina- 
tion, a  conspiracy;  and  the  entities  themselves  are  expressly 
declared  to  be  illegal,  and  may  be  annulled  or  destroyed. 
The  second  section  deals  with  acts. 

At  common  law  monopoly  had  a  precis^  definition.  Black- 
stone,  Vol.  4,  p.  160;  Butcher$^  Ufdon  Co.  r.  Crescent  Oify 
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Oo^  111  n.  S.  756.  Monopoly  imports  the  idea  of  ezclu- 
siveness  and  an  ezclusiveness  existing  by  reason  of  the  re- 
straint of  the  liberty  of  others.  With  the  common-law  mo- 
nopoly the  restraint  resulted  from  the  grant  of  the  exclusive 
right  or  privilege*  Under  the  Sherman  Act  there  must  be 
some  substitute  for  the  grant  as  a  source  of  the  exclusiveness 
and  restraint  essential  to  monopolizing.  The  essential  ele- 
ment is  found  in  the  statement  of  Judge  Jackscm  (In  re 
Oreenej  52  Fed.  Kep.  116)  that  monopolizing  is  securing  or 
acquiring  ''  the  exclusive  right  in  such  trade  or  commerce  by 
means  which  prevent  or  restrain  others  from  engaging 
therein.''  Exclusion  by  competition  is  not  monopolizing. 
Pollock  on  Torts,  8th  ed.,  p.  152;  Mogvl  case^  L.  B.  23  Q.  B. 
D.  615;  (1892)  App.  Cas.  51.  Monopolizing  within  the  act 
is  the  appropriation  of  a  trade  by  means  of  contracts,. c<»n- 
binations  or  conspiracies  in  restraint  of  trade  or  other  unlaw- 
ful or  tortious  acts,  whereby  ^' the  subject  in  general  is  re- 
strained from  that  liberty  of  *  *  *  trading  which  'he 
had  before.''  In  the  absence  of  such  means  or  agencies  of 
exclusion,  size,  aggregated  capital,  power,  and  volume  of 
business  are  not  monopolizing  in  a  legal  sense. 

Swift  V.  United  States^  196  U.  S.  876,  was  the  case  of  a 
combination  of  corporations,  firms  and  individuals  sepa- 
rately and  independently  engaged  in  the  business,  together 
controlling  nearly  the  whole  of  it,  to  monopolize  it  by  cer- 
tain acts  and  courses  of  conduct  effective  to  111]  that  epd 
when  done  and  pursued  by  such  a  combination. 

Richardson  v.  Buhl^  77  Michigan,  632;  People  v.  North 
River  Sugar  Ref/ning  Co,^  54  Hun,  364 ;  State  v.  Standard 
Oa  Co.,  49  O.  St  137;  State  v.  Distillery  Co.,  29  Ne- 
braska, 700;  Distiaing  Co.  v.  People,  166  Illinois,  448,  and 
Anderson  v.  Shawnee  Compress  Co.,  209  U.  S.  423,  rest 
upon  special  grounds  and  are  not  applicable  to  this  case. 
See  on  tlie  other  hand.  In  re  Greene,  52  Fed.  Bep.  1Q4, 
Jackson,  J.;  Tremton  Potteries  Co.  v.  Oliphant,  58  N.  J. 
Eq.  607;  Oakdale  Co.  v.  Garst,  18  R.  I.  484;  State  v.  Conti- 
nental Tobacco  Co.,  Ill  Missouri,  1 ;  Diamond  Match  Co.  V. 
Roeher,  106  N.  T.  473 ;  Dams  v.  Booth  dk  Co.,  131  iFed.  Rep. 
81;  Robinson  v.  Brick  Co.^  127  Fed.  Rep.  804.    The  acquisi- 
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tion  of  existing  plants  or  properties  however  extensive, 
though  made  to  obtain  their  trade  and  eliminate  their  com- 
petition, is  not  a  monopoly  at  common  law  or  monopolizing 
under  the  Sherman  Act,  in  the  absence  of  the  exclusion  of 
others  from  the  trade  by  conspiracies  to  that  end  or  con- 
tracts in  restraint  of  trade  on  an  elaborate  and  effective 
scale,  or  other  systematic,  wrongful,  tortious  or  illegal  acts. 
When  such  monopolizing  is  present  the  remedy  of  the  act  is 
to  prohibit  the  offending  conspiracies,  contracts,  and  illegal 
acts  or  means  of  exclusion,  leaving  the  individual  or  corpora- 
tion to  pursue  his  or  its  business  with  the  properties  and 
plants  that  have  been  acquired  or  created  shorn  of  the  mo- 
nopolizing elements  in  Ihe  conduct  of  the  business. 

The  acquisition  of  competing  plants  and  properties  can  not 
be  rendered  unlawful  by  imputing  to  such  acquisitions  an 
intent  to  monopolize.  The  acquisition  of  plants  and  proper- 
ties does  not  exclude  anyone  from  the  trade  and  therefore 
the  intent  to  monopolize  can  not  be  attributed  to  such  acqui- 
sitions. The  proposition  that  an  acquisition  of  property  is 
rendered  invalid  because  of  a  collateral  intent  to  monopolize 
is  not  sustained  by  the  [12]  authorities  relied  upon  to  sup- 
port it.  Addyston  Pipe  case^  85  Fed.  Rep.  291,  and  cases 
there  cited.  The  substantial  acquisitions  made  by  the  owners 
of  the  Standard  Oil  business  antedated  the  Sherman  Act 
and  they  resulted  from  separate  transactions  extending  over 
a  long  period  of  years.  They  were  in  all  cases  accretions  to 
an  existing  business.  They  formed  an  insignificant  part  of 
the  business  as  it  now  exists.  The  Sherman  Act  is  intended 
to  prevent  present  monopolizing  or  attempts  to  monopolize. 
Whether  acquisitions  made  many  years  ago  were  or  were  not 
associated  with  an  attempt  to  monopolize  has  no  relation 
with  the  present  attempt  at  monopolizing. 

The  Standard  Oil  Company  of  New  Jersey  was  not  mo- 
nopolizing, or  attempting  to  monopolize,  or  combining  with 
anyone  else  to  monopolize,  interstate  and  foreign  trade  in 
petroleum  and  its  products  when  this  proceeding  was  in- 
stituted, or  at  any  time. 

The  ownership  of  the  pipe  lines  has  not  been  a  means  of 
monopolizing.    Substantially  all  of  the  pipe  lines  owned  by 
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the  Standard  Oil  companies  have  been  constructed  by  those 
companies.  There  has  never  been  any  exclusion  of  anyone 
from  the  oil  fields  either  in  the  production  of  oil,  or  its  pur- 
chase, or  its  storage,  or  its  gathering  or  transportation  by 
pipe  lines.  Ownership  of  the  pipe  lines  does  not  give  the 
Standard  companies  any  advantages  in  dealing  with  the  pro- 
ducers which  are  not  open  to  others. 

The  decree  erroneously  includes  and  operates  upon  several 
of  the  appellant  companies. 

The  sixth  section  of  the  decree  is  unwarranted  and  im- 
practicable in  various  of  its  proviaons. 

It  was  error  to  deny  the  motion  of  the  appellants  to  vacate 
the  order  permitting  service  upon  them  outside  of  the  East- 
em  Division  of  the  Eastern  District  of  Missouri,  and  to  set 
aside  the  service  upon  them  of  the  writs  of  subpoena  issued 
thereunder;  and  error  to  overrule  the  pleas  of  the  appellants 
to  the  jurisdiction  of  the  court  [18]  over  them.  The  appel- 
lants were  not  residents  of  the  Eastern  District  of  Missouri 
nor  were  they  found  therein  when  the  order  was  made  au- 
thorizing the  service  of  process  upon  them  outside  of  the 
district  There  was  no  proceeding  pending  in  that  district 
involving  a  controversy  for  the  determination  of  which  the 
appellants  were  necessary  parties. 

Mr.  D.  T.  Watsouy  also  for  appellants: 

The  GovenuBeDt  has  f  aUed  to  maintain  the  affirmative  of 
the  issue  made  by  the  pleadings.  BrmU  v.  The  Bankj  10  Pet. 
614;  The  Siren,  7  Wall  IM;  United  States  v.  Stimson,  197 
U.  S.  200,  205. 

The  transfer  in  1899  to  the  Standard  Oil  Company  of  New 
Jersey  of  the  various  non-oompetitive  properties  jointly 
used  by  them  as  one  property  was  not  a  restriction  of  inter- 
slate  trade,  or  an  attempt  to  monopolize,  or  a  violation  of 
the  Sherman  Act 

The  Sbiemian  Act  permits  trusts,  combines,  corporations, 
and  individuals  to  enter  into  and  compete  for  interstate 
trade  so  l<mg  as  they  act  lawfully.  It  does  not  seek  to  regu- 
late the  methods  nor  forbid  those  who  enter  into  trade  from 
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.  doing  their  business  in  the  f onn  of  a  trusty  corporation  or 
onnbine,  provided  they  carried  it  on  lawfully. 

The  Standard  Oil  Company  of  New  Jersey  after  1899 
might  legitimately  and  properly  compete  for  interstate  trade, 
notwith^nding  the  combination  of  the  group  of  properties 
gave  it  a  great  power,  only  provided  it  did  not  restrain  such 
trade  or  by  unlawful  means  seek  to  gain  a  monopoly  con- 
trary to  the  provisions  of  the  Sherman  Act 

There  is  nothing  in  this  case  to  show  that  after  1899  the 
combination  did  unlawfully  compete,  restrict  or  seek  to 
monopolize  interstate  trade;  yet  such  evidence  was  indis- 
pensable to  prove  that  the  combination  was  violating  the 
Sherman  Act  in  1906.  See  the  OdJwMt  db  Heda  [14]  case, 
Judge  Ejiappen,  167  Fed.  Bep.  709,  715;  Judge  Lurton^  167 
Fed.  Sep.  727,  728;  Judge  Qray  in  United  States  v.  Beading 
Oo.^  decided  December  8,  1910. 

There  is  a  great  difference  between  the  Northern  Securities 
case  and  the  case  at  bar. 

On  the  question  of  potential  competition,  the  idea  of 
competition  between  properties  all  owned  by  the  same  per- 
sons is  a  novelty.  The  idea  that  properties  themselves 
compete,  and  that  if  one  man  owns  two  or  more  h^  must 
compete  with  himself,  is  startling.  Competition  between 
joint  owners  is  also  novel.  Fairbanks  v.  Leary^  40  Wiscon- 
sin, 642,  643;  WhitweU  v.  Continental  Tobacco  Oo^  125 
Fed.  Rep.  454. 

Competition  is  the  striving  of  two  or  more  persons,  or 
corporations,  either  individually  or  jointly,  for  one  thing, 
i.  e.,  trade;  it  is  personal  action;  the  strife  between  different 
persons.  Properties  do  not  compete.  Their  relative  loca- 
tions may  more  readily  enable  their  owners  to  use  them  in 
competition,  but  of  themselves  and  as  against  eadi  other, 
they  do  not  compete. 

This  idea  makes  the  Sherman  Act  read  that  the  same 
person  or  group  of  individuals  shall  not  own  and  operate 
two  or  more  sites  for  refineries  or  for  stores  w  for  any  kind 
of  manufactories  which  might  be  used  by  different  owners 
in  competition.  Joint  Traffic  Assoeiaiian  case^  171  U.  S. 
506,  567. 
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The  words  ^  potential: ''  or.  ^  natimlly  compolitiye  ^  are 
not  in  the  Sherman  Act  Cascade  Railroad  Co.  ▼.  Superior 
Courts  61  Washington,  846.  The  rule  of  potential  com- 
petLkion  iBfers  only  to  the  ownership  of  the  physical  prop- 
erties which  produce  the  oil  which  goes  into  interstate 
oonuneroe,  and  not  to  the  oil  itsell  United  States  y.  E.  €. 
Knight  Co.,  156  U.  S.  1;  Northern  Securities  Co.  y.  UnUed 
States,  193  U.  S.  407. 

The  Sherman  Act  is  a  highly  penal  (me.  In  a  criminal 
prosecution  under  the  act  the  degree  of  proof  is  beyond  a 
[16].  reasonable  doubt  In  a  civil  suit  under  it,  the  degree 
'  is  not  so  great,  but  the  proof  must  be  direct,  plain  and  con- 
vincing. United  States  y.  Trans-Missouri  Freight  Assn.,  68 
Fed.  Sep.  77;  Northern  Securities  Co.  v.  Unit^ed  States,  193 
TJ.  a  197,  401;  State  v.  Continental  Tobacco  Co.,  177  Mis- 
sissippi, L 

There  is  a  distinction  between  private  traders  and  rail- 
road companies;  and  see  also  distinction  under  Sherman 
Act  between  quasi-public  corporations  and  private  traders. 
Trans-Missouri  case,  166  U*  S.  290. 

The  mere  method  in  which  stocks  are  held  is  not  pre- 
scribed by  the  Sherman  Act;  all  methods  are  lawful  if  not 
used  to  restrict  trade  or  gain  an  unlawful  monopoly*  Under 
the  court's  ruling  the  effectiveness  of  a  large  business  organi- 
zation may,  by  reason  of  that  very  fact,  bring  it  under  the 
Sherman  Act. 

The  decree  below  was  not  justified  by  the  facts  found  by 
the  court;  or  by  the  Sherman  Act;  after  the  court  in  §  6 
permitted  the  distribution  among  the  shareholders  of  the 
Standard  Oil  Company  of  New  Jersey  of  the  stocks  held 
by  that  company,  it  did  without  lawful  authority  so  to  do, 
define  and  limit  the  method  of  that  distribution;  restrict 
the  distributees  in  the  future  sale,  use  and  disposal  of 
their  stocks;  restrict  the  distributees  in  the  sale,  use  and 
disposal  of  their  properties;  and  in  the  contract  relations* 
thereafter  to  exist,  as  well  as  the  use  and  disposition  of 
the  different  properties  in  such  a  drastic  manner  as  to  greatly 
iujure  and  destroy  the  value  of  the  same  and  render  their 
future  profitable  use  practically  impossible.     The  decree 
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disixitegrates  properties  builf  with  appellants^  mmejB  for 
joint  use  so  as  to  create  units  that  never  before  existed  and 
compds  these  units  separately  to  carry  on  business  and 
compete  with  other  unite,  directly  contrary  to  the  purpote 
of  their  creation.  It  allows  the  future  operation  and  use  of 
the  refineries,  pipe  lines,  and  other  properties  of  the  appel- 
lante  only  under  the  vague  and  [1&]  indefinite,  but  broad 
and  comprehensive,  terms  of  §  6  of  the  decree,  by  subjecting 
those  who  in  the  future  operate  them  to  attadmient  for  con- 
tempt for  unwittingly  violating  vague  and  indefinite  terms. 
It  prohibite  appellante  from  engaging  in  all  interstate  com- 
merce until  the  discontinuance  of  the  operation  of  the  illegal 
combination,  thus  inflicting  a  new  penalty  for  an  indefinite 
an,d  uncertain  period. 

All  of  such  restrictions  are  unau&orized  by  the  Sherman 
Act,  are  in  violation  of  the  settled  rules  governing  injunc- 
tions, and  are  contrary  to  the  provisions  of  the  different  de 
crees  heretofore  approved  by  this  court  under  the  Sherman 
Act,  and  especially  the  one  in  the  Northern  Securities  ease. 

The  decree  authorized  by  the  Sherman  Act  is  wholly  nega- 
tive, and  one  that  merely  enjoins—estops  an  illegal  thing  in 
operation  when  the  petition  is  filed  or  which  then  is  fore- 
seen. Lacaasagne  v.  CfuipiuSy  144  U.  S.  124;  E.  0.  Knighi 
Co.  case^  156  U.  S.  1,  17;  Harriman  v.  Northern  Secwitiee 
Co.,  197  U.  S.  244,  289;  Swift  x&  Co.  v.  United  States,  196 
U.  S.  876, 402 ;  United  States  v.  Reading  Go.,  decided  by  C5ir- 
cuit  Court  of  the  Third  Circuit,  December  8, 1910. 

The  Sherman  Act  prescribes  certain  specific  methods  of 
relief  which  are  exclusive  of  all  others.  Noyes  on  Intercor- 
porate Relations,  2d  ed.,  1909,  §  406;  (Jreer,  MUls  <6  Go.  v. 
StoUer,  77  Fed.  Rep.  1,  8 ;  Minnesota  v.  Northern  Seewrities 
Go.,  194  U.  S.  48,  71 ;  Bamet  v.  National  Bank,  98  U.  S.  666, 
668;  East  Tennessee  R.  R.  Go.  v.  Southern  Td.  Go.,  112  U.  S. 
806,  810;  Farmers^  Bank  v.  Dearing,  91  U.  S.  29,  86;  United 
States  V.  Union  Paeifie  Railroad  Go.,  98  U.  S.  569. 

The  decree  hampers  and  greatly  injures  the  value  of  the 
stock  of  the  stockholders,  thbugh  they  are  not  parties  to  the 
bilL 
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A  oQrporatioQ,  when  party  to  a  bill  in  equity,  does  rep- 
[17]  resent  its  stockholders,  bat  only  within  the  scope  of 
corporate  power,  and  not  as  to  the  individual  rights  of  the 
stockholder  to  do  with  his  property  as  he  ehooees.  Tayler 
<b  Co.  V.  Southern  Padfio  Co^  122  Fed-  Bep.  147,  Wa,  164. 
A  corporation  h^  no  rig^t  to  condade  ix  affect  the  right 
of  any  shareholder  in  reepect  of  the  ownership  or  inddttits 
of  his  particular  shares.  Brown  v.  Pacific  Mail  Stcamahif 
Co.,  Fed.  Cas.  No.  2025;  5  Blatch.  525;  JTcttm  t.  B^  State 
Oas.  Co.^  91  Fed.  Bep.  944,  946;  Harriman  v.  Northern  Se- 
curities Co.y  197  U.  S.  244, 288-290. 

The  decree  follows  the  appellaiits  and  their  properties 
after  the  dissolution. 

The  Sherman  Act  closely  limits  and  defines  the  power  ol 
the  court  on  a  petition  filed  to  give  equitable  relief.  The 
petition  must  pray,  that  such  violations  shall  be  enjoined  or 
otherwise  prohibited;  and  it  is  these  violations  of  the  aot 
that  the  court  may  now  e]:\}oin»  and  only  such  vi<datu»i& 
Fast  unlawful  competition  does  not  deprive  parties  of  their 
right  to  conduct  lawful  competition.  Neu>  Haven  B.  B.  caee^ 
200  U.  S.  861,  404. 

The  Sherman  Act  does  not  give  power  to  the  courts  to 
strike  down  and  disintegrate  a  non-competing  group  of 
physical  properties  used  to  manufacture  an  article  of  trade. 
Tl^  physical  properties  are  brought  and  held  and  used 
under  state  laws;  they  do  not  enter  into  interstate  commerce 
and  hence  are  not  under  Federal  controL  New  Haven  B.  B. 
Go.  V.  Interstate  Com.  Comm^  200  U.  S.  361,  404;  State  v. 
Omaha  Elevator  Co.^  75  Nebraska,  637. 

The  effect  of  the  decree  is  ruinous.  Fw  instance,  these 
companies  jointly  own  54,616  miles  of  pdpe  lines,  of  which 
the  seven  individual  defendants  and  their  associates  built 
over  50,000  miles,  in  which  they  have  an  investment  of  over 
$61,000,0004 

The  decree  splits  up  this  pipe  line  system  into  eleven  parts, 
takes  away  from  the  owners,  who. jointly,  built  the  pipe  lines 
and  who  ci^eated  the  sub-companies,  all  control  [IS]  over  the 
different  sub-companies^  and  compels  the  eleven  different 
parts  to  stand  alone,  independently  of  theix  principal  and  of 
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eadi  other,  to  be  hostile  to  and  to  compete  with  thdb*  prin« 
apal  and  with  one  another. 

Pipe  lines  are  never  parallel  but  always  continuous,  and 
eadi  line  has  a  Talue  whidi  depends  wholly  upon  its  con- 
nection with  other  parts  of  the  system,  and  whether  all  are 
used  together  as  one  whole.  Tlie  carrying  out  of  the  decree 
would  cut  the  pipe  line  system  into  isolated  segments,  pre^ 
yent  such  use,  and  make  the  successful  operation  of  the  pipe 
lines  impossible. 

The  decree  would  especially  destroy  the  ralue  of  the  stock 
of  all  shareholders  who  each  had  five  shares  or  less.  The 
stockhqlders  on  August  19,  1907,  holding  from  one  to  four 
shares  each  numbered  1,157,  and  the  stoddiolders  owning 
five  shares  each  numbered  489,  out  of  a  total  number  of  5,085 
stockholders. 

Considering  the  case  de  novOj  and  not  on  the  findings  of 
the  court  below,  it  is  not  true  that  when  the  petition  in  this 
case  was  filed  in  1906,  the  seven  individual  appellants  and 
their  associates,  private  traders  in  oil,  were,  contrary  to  the 
provisions  of  the  Sherman  Act,  carrying  on  a  conspiracy 
to  restrain  interstate  and  foreign  trade  in  oils,  and  to  gain 
by  illegal  means  a  monopoly  thereof. 

The  Federal  law  allowed  and  allows  each  of  the  indi- 
viduals to  compete  freely  for  the  interstate  and  foreign 
traffic  in  oil  and  its  products.  He  may  use  all  the  weapons 
that  his  ingenuity  and  skill  can  suggest,  to  wage  a  success- 
ful warfare.  His  rights  to  compete  are  not  limited  to 
merely  such  means  as  are  fair  or  reasonable,  but  are  only 
limited  to  such  as  are  unlawful  and  directly  tend  to  the  vio- 
lation of  the  Sherman  Act  Hie  Federal  law  also  allows 
and  assures  to  each  competitor  whatever  share,  however 
large,  of  the  interstate  or  foreign  trade  in  oil  he  or  they  may 
win  provided  his  means  are  not  unlawful.  The  Sherman 
Act  was  passed  to  protect  trade  and  further  [19]  competi- 
tion. It  makes  such  restraint  and  monopoly  a  crime  and 
inflicts,  on  conviction,  severe  penalties  for  such  offense.  It 
permits  one  set  of  comi>etitors  to  purchase  the  property  of 
other  competitors  solely  to  avoid  further  competition.  The 
mere  size  of  the  competing  corporations  or  combinations  is 
immateriaL 
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The  monopoly  of  a  trade  at  common  law  was  forbidden 
because,  and  only  because,  it  excluded  all  others  from  prac- 
ticing ERich  trade,  and  seems  to  have  been  then  limited  to  a 
royal  grant,  as,  for  example,  giving  the  exclusive  right  to 
manufacture  playing  cards.  It  was  and  is  a  distinct  thing 
from  engrossing,  regrating  or  forestalling  the  market,  all 
of  which  were  based  on  the  prevention  of  artificial  prices 
f (h:  the  neoessaries  of  life.  No  one  of  these  falls  under  Fed- 
eral jurisdiction,  but  each  is  subject  to  state  control  only. 

Hie  present  litigation  is  between  tihe  Federal  Government 
and  certain  of  its  citizens.  The  questions  involved  are  solely 
the  rights  of  these  Federal  citizens  and  the  effect  upon  those 
rights  of  the  Sherman  Act,  and  whether  these  Federal  citi- 
zens have  violated  the  provisions  of  that  act 

There  was  and  is  no  such  thing  as  a  Federal  crime,  aside 
from  express  congressional  acts,  and  as  no  such  act  was  in 
existence  prior  to  1890,  as  to  the  matters  charged  in  the 
petition,  all  the  matters  and  things  done  by  the  defendants 
prior  thereto  are  ioomateriaL 

This  case  involves,  and  only  involves,  the  question  of  tlie 
restraint  and  monopolization  of  interstate  and  foreign  trade 
in  oil  in  November,  1906,  when  the  petition  was  filed;  it 
does  not  involve  any  alleged  restraint  or  monopoly  of  thaoil 
industry  in  any  of  the  States. 

The  appellants  were  lawfully  entitled  to  so  hold  and  use 
in  interstate  trade  all  of  its  combined  properties. 

To  succeed  in  this  case,  the  Government  must  also  show 
that  the  said  Standard  Oil  Company  was  then  in  1906 
[20]  using  its  power  to  actually  restrain  interstate  or  for- 
eign trade  in  oil,  or  was  then  in  1906  excluding  or  attempt- 
ing  to  exclude  l^  illegal  means  others  from  said  trade  luid 
attempting  to  monopolize  the  same,  or  a  part  thereof. 

The  Sherman  Act  does  not  compel  private  traders,  however 
organized,  to  compete  with  each  other.  The  diaracter  of  the 
oil  buainees  was  and  is  sach  that «  great  corporation  was  and 
is  an  eeonomie  necessity  for  carrying  on  that  industry.  The 
growth  and  success  of  the  Standard  Oil  Company  was  the 
result  of  indivldnal  entertHriae  and  the  natural  laws  of  trader 
It  was  not  thei  rwdt  of  unlawlal  means,  but  of  skill,  unre- 
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mitiing  toil,  denials  and  hardships,  and  is  an  instance  of 
where  the  contLnuons  use  for  forty  years  of  skUl,  labor  and 
capital  reached  a  great  success. 

To  prove  a  violation  of  §  1  of  the  Sherman  Act  the  Gk>v- 
eminent  must  clearly  show  that  when  the  petition  was  filed 
appellants  were  then  actually  restraining  interstate  trade 
in  oiL 

To  prove  a  monopoly  under  §  2  of  the  Sherman  Act,  the 
Government  must  show  that  the  appellants  were,  when  the 
petition  was  filed,  then  using  unlawful  means  to  maintain 
their  control  of  the  industry  and  that' the  appellants  w^ie 
then  by  unlawful  means  excluding  others  from  said  industry* 

•  The  Attorney  General  and  Mr.  Frank  B.  KeUogg^  with 
whom  Mr.  Cordenio  N.  Severance  was  on  the  brief,  for  the 
United  States: 

It  is  immaterial  that  this  conspiracy  had  its  inception  prior 
to  the  enactment  of  the  Sherman  Law,  or  that  many  of  the 
rebates  and  discriminations  granted  by  the  railroads  which 
enabled  the  defendants  to  monopolize  the  commerce  in  petro- 
leum antedated  the  enactment  of  the  Interstate  Commerce 
Act;  the  principles  of  the  common  law  applied  to  interstate 
BS  well  as  to  intrastate  com[21]merce.  Western  Union 
Telegraph  Co.  v.  Call  Puh.  Co.^  181  U.  &  92;  Murray  v. 
C.  dk  N.  W.  R.  Co.^  62  Fed.  Rep.  24;  Interstate  Com.  Comm. 
V.  B.  <6  0.  R.  Co.,  145  U*  S.  268 ;  Bank  of  Kentucky  v,  Ada$M 
Empress  Co.,  98  U.  S.  174;  National  Lead  Co.  r.  Orote  Paint 
Store  Co.,  80  Mo.  App.  247;  People  v.  Chicago  Gas  Trusty 
180  Illinois,  268;  Richardson  v.  Buhl,  77  Michigan,  682; 
State  V.  Nebraska  DistUling  Co.,  29  Nebraska,  700;  DistOUmff 
<6  CatOe  Feeding  Co.  v.  People,  156  Illinois,  44a 

From  the  earliest  date  these  various  corporations  were 
held  together  by  trust  agre^nents  which  were  void  at  com- 
mon law.  But  whether  they  were  void  or  not,  the  combina* 
tion  was  a  continuing  one;  there  was  no  vested  right  by  lea- 
son  of  the  acquisition  of  these  stocks  by  the  trustees^  and 
when  the  Sherman  Act  was  passed  the  continuance  of  the 
combination  became  illegal,  l/nited  States  v^  Freight  Asso* 
ciation,  166  U.  S.  S90,  cited  and  approved  ukWater9-PietH>0 
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Oa  Co.  V.  Tewasj  212  U.  S.  86;  TAoin/^Mm  v.  Union  Oa$tle 
SUanuhip  Go.^  166  Fed.  Bep.  251 ;  Untied  iStatet  y.  Amsrioan 
Tohaeeo  Oo.^  164  Fed.  Bep.  700;  Fmdk  v.  Schneider  Gramte 
Oo.^  86  &  W.  Bep.  221;  Ford  ▼.  OMoago  MUk  A$etLj  166 
Illinois,  166. 

The  Standard  Oil  Company,  through  yarious  delendmt 
sabsidiary  OHporations  is  engaged  in  produdng  and  pur- 
Rasing  crude  petroleum  in  Pennsylvania,  West  Virginia, 
Ohio,  Indiana,  Illinois,  Oklahoma,  Kansas  and  California; 
in  transporting  the  same  by  pipe  lines  from  the  States  in 
which  the  same  is  produced  into  the  various  other  Stales  to 
the  manufactories  of  the  various  defendants;  in  manufactw- 
ing  tiie  same  into  the  products  of  petroleum  and  transporting 
tiioee  products,  largely  in  the  tank  cars  of  the  Union  Tank 
Line  Company  (controlled  by  the  Standard  Oil  Company 
of  New  Jersey)  to  the  various  murketin^  places  throughout 
the  United  States,  and  in  selling  and  disposing  of  the  sanie. 
This  clearly  makes  the  defendants  engaged  in  interstate  comr 
meree.  Swift  df  Co.  v.  [88]  United  Sta4es,  196  U.  S.  875; 
Shawnee  Gompreee  Co.  v.  Anderson^  209  U.  S.  4S8 ;  Loewe  v. 
Lawlor,  208  U.  &  274. 

The  amalgamation  of  the  stocks  of  all  these  companies 
in  1899  in  the  Standard  Oil  Company  of  New  Jersey  as  a 
holding  cor;>oration  was  a  combination  in  restraint  of  trade 
within  §  1  of  the  Sherman  Act  United  States  v.  Northern 
Seeuritiee  Co.j  198  U.  S.  197;  Harriman  v.  Northern  Securi- 
ties Co.^  197  U.  S.  244;  Shawnee  Compress  Co.  v.  Andersonj 
209  U.  S.  423;  Swift  A  Co.  v.  United  States^  196  U.  S.  876; 
Loewe  v.  Laulor^  208  U.  S.  274 ;  Continental  Wall  Paper  Co. 
V.  Voiffht,  148  Fed.  Bep.  939;  212  U.  S.  227;  Burrow  v. 
Inter.  Met.  Co.^  166  Fed.  B^.  889;  Montague  v.  Lowrffj  198 
U.  S.  88;  DistaUng  dk  CiMe  Feeding  Co.  v.  People,  li^ 
Illinois,  48;  Harding  v.  Am.  Gluoose  Co.,  66  N.  E.  Bep. 
677;  IhMbar  v.  American  Tel.  it  Tdeg.  Co.,  79  N.  E.  Bep. 
^7;  Missouri  v.  Standard  OH  Co.,  218  Missouri,  1;  Mer- 
ehanis"  lee  <fi  Cdd  Storage  Co.  v.  Bohrman,  128  S.  W.  Bep. 
600;  State  y.  Intematicnal  Harvester  Co.,  79  Kansas,  871; 
International  Harvester  Co.  v.  Commonwealth,  ISA  KeUr 
tudky,  648;  State  r.  Gremnery  Package  Mfg.  Co.^  126  N.  W. 
Bep.  126. 
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The  Northern  Securities  case  and  other  authoritieB  dtad 
under  this  head  are  oondusiTe  of  the  proposition  that  thifi 
IB  a  combination  in  restraint  of  trade.  The  court  held  that 
the  inhibitions  of  the  Sherman  Act  were  not  limited  to  those 
direct  restraints  upon  trade  and  commerce  evidenced  by  con<- 
tracts  between  independent  lines  of  railway  to  fix  rates  or  to 
maintain  rates,  or  manufacturing  or  other  c(M*poration8  to 
limit  the  supply  or  control  prices;  that  the  power  of  sup- 
pression of  competition  and  therefore  of  restraint  of  trade 
exercised  or  which  could  be  exercised  by  reason  of  stock 
ownendiip  and  control  of  the  various  corporations,  was  as 
fldnch  in  violation  of  the  Anti-Trust  Act  as  direct  restraint 
by  contract.  There  is  nothing  in  the  act  whidi  can  be  cour 
straed  to  prohibit  the  suppression  of  com^tition  by  reason 
ol  stock  control  of  railways  [23]  and  at  the  same  time  to 
permit  it  in  manufacturing  industries,  pipe  line  companies^ 
or  car  line  companies  engaged  in  the  manufacture  and  trans- 
portation of  oil.  Tiie  contracts,  combinations  in  the  form 
of  trusts  or  otherwise,  or  conspiracies  in  restraint  of  trade, 
which  are  inhibited  by  the  first  section  of  the  act  as  applied 
to  these  classes  of  corporations  cannot  be  distinguished  from 
those  contracts,  combinations  in  the  form  of  trusts  or  other- 
wise, or  conspiracies  in  restraint  of  trade,  when  applied  to 
railway  companies.  Hie  thing  inhibited  is  the  restraint  of 
interstate  commerce.  The  thing  to  be  accomplished  is  the 
maintenance  of  the  freedom  of  trade«  The  inhibition  against 
the  suppres^n  of  competition  by  any  instrumantalily^ 
scheme,  plan  or  device,  to  evade  the  act,  applies  to  all  corpo- 
rations and  all  devices.  The  real  point  is  not  the  instrumen- 
tality or  the  scheme  used  to  suppress  the  competition,  but 
whether  competition  is  thns  suppressed  and  trade  restrained 
and  monopolised.  Nowhere  in  the  decisions  of  this  court  is 
there  authority  for  the  proposition  that  combinations  by 
stock  ownership  or  the  purchase  of  competing  propeftties  is 
invalid  as  to  railroads  but  valid  as  to  trading  and  manu- 
fiftcturing  companies.  The  act  of  Congress  and  the  dedflicms 
<yf  this  court,  so  far  as  the  prindpte  goes,  {dkces  them  upon 
the  same  plane.  In  the  argument  of  the  Freight  AemnrnMon 
^foses  it  was  urged  by  counsel  that  the  inhibitiatis  of  the 
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j^ernuLD  Act  in  this  regard  did  not  i^pply  to  mlroads,  but 
only  indnded  trading  companiea  It  is  naw  urged  that  tiiey 
apply  to  railroads  and  do  not  apply  to  manufacturing  and 
trading  oompanies.  But  this  court  in  the  FreifffU  Aasocia- 
don  00869  clearly  laid  down  the  rule  that  while  there  are 
points  of  difference  existing  between  the  tw:o  classes  of  cor- 
porations, yet  they  are  all  engaged  in  interstate  commerce^ 
that  the  injuries  to  the  public  have  many  common  features, 
and  that  the  inhibitions  apply  to  alL    166  U.  S.  322. 

[24],  The  transfers  of  the  stocks  of  these  companies  in 
1899  to  the  Standard  Oil  Company  of  New  Jersey  had  no 
greater  legal  sanctity  than  the  transfer  to  the  trustees  in 
1882,  nor  was  it  different  from  the  transfer  of  the  stocks  of 
the  Northern  Pacific  and  Great  Northern  Bailways  to  the 
Northern  Securities  Company  in  1901,  two  years  after  the 
organization  of  the  present  corporate  Standard  Oil  combina* 
tion.  It  is  the  usual  course  of  reasoning  urged  in  all  of  these 
trust  cases — because  a  person  has  a  rigjht  to  purchase  prop- 
erfy,  he  may  therefore  purchase  a  competitor,  and  because 
he  may  purchase  one  competitor  he  may  purchiise  all  of  his 
competitors,  and  what  an  individual  may  do  a  corporation 
may  do.  These  were  the  identical  arguments  pressed  with 
great  ability  by  counsel  in  the  Northern  SepuriUes  case  and 
in  the  subsequent  case  of  Hoprriman  v.  Northerp.  Securities. 
Co.,  197  U.  S.  291 ;  but  this  court  held  to  the  contrary.  The 
position  is  also  contrary  to  the  almost  universal  trend  of  the 
American  decisions  both  Federal  and  state.  The  exercise  of 
an  individual  right  disconnected  from  all  other  circumstances 
may  be  legal^but  when  taken  together  with  the  other  circum- 
stances may  accomplish  the  prohibited  thing. 

The  second  section  of  the  act  prohibits  a  person  or  a  single 
corp<Hnition  from  monopolizing  or  attempting  to  monopolize 
any  part  of  the  ccMiamerce  of  the  counjfcry  by  any  means  what- 
ever, and  also  from  conspiring  with  any  other  person  or  per- 
sons to  accomplish  the  same  object  Th^  two  sections  of  the 
act  were  manifestly  not  intended  to  cover  the  aanxe  thing; 
otherwise  the  second  section  would  be  useless*  Any  contract 
or  combination  in  the  form  of  a  trust  or  otherwise,  or  oon^ 
spin^y  in  restraint  of  trade  which  tends  to  monopoly  is 
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prohibited  by  the  first  section.  Addyston  Pipe  etae^  176 
U.  S.  211;  VfUted  States  v.  Northern  SeourUies  Oo^  198 
U.  &  884. 

The  question  then  is:  What  is  the  meaning  of  the  word 
^^  monopoly,"  as  used  in  the  second  section  of  the  actt  [S6] 
Of  course  Congress  did  not  have  in  mind  mcmopoly  by 
legidative  or  executive  grant  National  Cotton  OU  Go.  v. 
Texasy  197  U.  S.  129;  Burrows  v.  Inter.  Met.  Oo.^  186  Fed. 
Bep.  889,  opinion  by  Judge  Holt  Sudi  monopolies  could 
not  exist  in  this  countiy  except  by  grant  of  Congress  or 
the  States,  and  it  has  been  held  that  exclusive  grants  to 
pursue  an  ordinary  legitimate  business  are  void.  Butchen? 
Union  Co.  v.  Crescent  City  Co.,  Ill  U.  S.  754.  Neither  did 
Congress  have  in  mind  an  absolute  monopoly.  This  can  only 
be  obtained  by  legislative  grant  In  a  countiy  like  ours, 
where  everyone  is  free  to  enter  the  field  of  industry,  no  abso- 
lute monopoly  is  probable.  It  is  sufficient  to  bring  it  within 
the  act  if  the  combination  or  the  aggregation  of  capital 
"tends  to  monopoly  *  *  ♦-  or  are  reasonably  calculated 
to  bring  about  the  things  forbidden.'*  Waters-Pierce  Co.  v. 
Texasy  212  U.  S.  86.  Originally  monopoly  meant  a  grant  by 
a  sovereign  power,  of  the  exclusive  right  to  carry  on  any  em- 
ployment The  only  act  of  exclusion  was  the  grant  itself.  If 
the  grant  was  void,  then  there  was  no  monopoly.  These  mo- 
nopolies were  common  in  all  inbnarchial  countries.  Monop- 
oly, however,  came  to  have  a  broader  meaning  under  the  com- 
mon law  in  the  later  days,  and  especially  in  the  United  States, 
and  in  order  to  arrive  at  what  Congress  intended  by  the  act 
of  1890  it  is  important  to  understand  the  history  of  the  times 
and  the  general  understanding  of  monopoly  as  defined  by  the 
courts  and  the  political  economists,  and  the  monopolies  which 
were  known  to  the  people  generally  and  against  which  Con- 
gress was  legislating.  Prior  to  the  passage  of  this  law,  the 
various  trusts  cases  had  been  decided,  in  which  trusts,  like 
the  Standard  Oil  of  1882,  had  been  held  illegal  because  they 
tended  to  create  a  monopoly.  People  v.  North  River  Sugar 
BepUng  Co.,  64  Hun,  864;  State  v.  Nebraska  DistiUing  Co.y 
29  Nebraska,  700;  State  v.  Standard  OU  Co.y  49  Oh,  St  187. 
Various  other  decisions  had  defined  monopoly  as  known 


Digitized  by  VjOOQIC 


ISTAirDAJK^  QDCi  00.  V»  VJrjTBI  STATES.  101 


for  Urn  UiHttd  i 

[M]  in  this  ooiiiiti7,--^B<^  eMad&  as  Alger  v.  Thaeher^  19 
Pick.  61;  People  v.  Chicago  Gae  Trusty  180  Illinois,  268; 
JSaU  Co.  V.  Chdhricy  85  Oh.  St  666;  &ra/^  y.  MeConoughy^  79 
Illinois,  346;  Ceniiral  R.  R.  Co.  y.  CcUinsy  40  Georgia,  582. 

These  cases  were  decided  before  the  Sherman  Act  was 
passed,  and  defined  oKmopoly  at  common  law  as  it  was 
understood  and  existed  in  this  country.  They  embrace  trusts 
like  the  Standard  Oil  Trust;  agreements  fixing  prices,  divid- 
ing territory,  or  limiting  producticm,  thereby  tending  to 
enhance  or  control  the  price  of  products;  general  agreements 
restraining  indiyiduals  from  engaging  in  any  employment 
exc^t  as  incident  to  the  sale  of  property ;  purchases  hy  cor- 
poraticNtis  of  all  or  a  large  proportion  of  competing  manu- 
facturing or  mechanical  plants;  combinations  of  separate 
businesses  in  the  form  of  partnership  but  really  for  the 
purpose  of  controlling  the  trade;  and  yarious  other  forms 
of  acquiring  monopoly.  There  was  no  unlawful  exdusioii 
of  anyone  else  from  doing  business  in  these  cases.  They 
show  that  the  term  ^^  monoik>ly '^  as  applied  in  American 
jurisprudence  meant  monopoly  acquired  by  mere  indiyidual 
acts,  as  distinguished  from  grant  of  goyemment,  although 
tiie  indiyidual  act  in  and  of  itself  was  not  illegal ;  the  con* 
oentration  of  business  in  the  hands  of  one  combination,  cor- 
poration, or  person,  so  as  to  giye  ocmtrol  of  the  product  or 
prices;  as  said  by  Mr.  Justice  McKenna,  in  the  Cotton  OH 
caee,  ^all  suppression  of  competition,  by  unification  of 
interest  or  management" 

The  case  of  Craft  y.  MeConoughg,  eupra,  well  illustrates 
this  argument  The  pretended  copartner^p  formed  be- 
tween the  dealesrs  of  the  town  of  Bochelle,  while  carrying  on 
the  business  s^arately,  enabled  than  to  control  the  prices  to 
the  detriment  of  the  surrounding  country.  It  was  therefore 
a  monopolizing  or  an  attempt  to  monopolise  a  part  of  tiie 
commerce  of  the  State;  and  the  monopolization  would  haye 
been  just  as  effeetiye  had  these  sepa[87]rate  business  enter- 
prises been  stock  corporations  and  tiie  stock  placed  in  the 
hands  of  a  holding  company.  A  similar  illustration  was  the 
case  otSmOetf  y.  Kansas^  196  IT.  S.  447  (affirming  65  Kansas, 
240),  in  which  an  attempt  to  control  the  grain  trade  of  a 
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particular  statioQ  was  keld  illegal  imder  a  8tote  etatate.  Hie 
Standard  oombiiiatioii  is  an  attempt  to  control  and  monopo- 
lize a  vast  oommeroe  of  the  entire  country,  as  these  people 
undertook  to  control  and  monopolize  a  local  commerce. 

The  term  ^^  monopoly,"  therefore,  as  used  in  the  Sherman 
Act  was  intended  to  cover  such  monopolies  or  attempts  to 
monopolize  as  weiie  known  to  exist  in  this  country;  those 
which  were  defined  as  illegal  at  common  law  by  the  States, 
when  applied  to  intrastate  commerce,  and  those  which  were 
known  to  Congress  when  the  act  was  passed.  The  monopoly 
most  commonly  known  in  this  country,  and  whidi  the  debates 
in  Congress  *  show  were  intended  to  be  prohibited  by  the  act^ 
were  those  acquired  by  ccxnbination  (by  purchase  or  other- 
wise) of  competing  concerns*  The  purchase  of  a  competitor, 
as  a  s^arate  transaction  standing  alone,  was  the  exercise  of 
a  lawful  privilege,  not  in  and  of  itself  unlawful  at  common 
law  nor  prohibited  by  statute,  yet  in  the  Northern  8eeur%Ue$ 
ease  the  purchase  of  stock  in  a  railway  was  held  to  be  illegal 
when  done  in  pursuance  of  a  scheme  of  monopoly. 

It  is  not  necessary  in  this  case,  and  we  doubt  whether  in 
any  case  it  is  possible,  to  make  a  comprehensive  definiticm 
of  m<Miopoly  which  will  cover  every  case  that  might  arise. 
It  is  sufSlcient  if  tiie  case  at  bar  clearly  comes  within  the  pro- 
visions of  the  act  We  believe  that  the  defendants  have 
acquired  a  monopoly  by  means  of  a  combination  of  the  prin- 
cipal manu&cturing  concerns  through  [88]  a  holding  com- 
pany; that  they  have,  by  reason  of  the  very  size  of  the  ccnn- 
bination,  been  able  to  maintain  this  monopoly  through  un- 
fair methods  of  competition,  discriminatory  freight  rates, 
and  other  means  set  forth  in  the  proofs.  If  this  act  did  not 
mean  this  kind  of  monopoly,  we  doubt  if  there  is  such  a 
thing  in  this  country.  The  men  who  framed  the  Constitu- 
iion  of  this  country  were  familiar  with  the  history  of  monop- 
olies growing  out  of  acts  of  the  Government  They  guarded 
the  people  against  these  by  constitutional  provisions,  but 
they  left  open  the  widest  field  for  the  exercise  of  individual 

«Goxi^.  Rec,  Vol.  21,  part  3,  pp.  2456-2460,  2662,  2645,  2726,  2T28, 
2791,  2928 ;  Ck>iig.  Rec,  Vol.  21,  part  5,  pp.  4088,  4093,  4008»  4101 ;  Vol. 
21,  part  6,  p.  6954. 
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oiterpriJBe,  and  it  irae  the  abuse  of  tims  persanal  privileges, 
made  eas^  by  state  laws  permitting  unlimited  incorporation, 
miuA  gave  rise  to  the  evils  that  convinoed  the  people  of  &e 
necessity  for  the  passage  of  the  Sherman  AnO-Tnat  Act 
It  was  not  monopc^es  as  kxLCfwn  to  the  English  common  law, 
b«t  monopolies  such  as  W0Pe  oommonly  undeistood  to  eoast 
in  this  country  whish  that  act  prcftiibiOML 

Ab  a  BBtaral  oondusion  from  the  foregoing  definltioii  of 
monopoly  by  appellant's  counsel  they  daim  that  the  inhi- 
bitions  of  the  seoond  eecticn  are  against  the  unlawful  mmam 
4ised  to  acquire  the  monopdy,  but  that  acquired  monopoly  is 
not  illegal;  therefore  that  the  court  can  only  restrain  the 
means  1^  which  the  monopoly  was  acquired,  leaving  the 
nnxiopoly  to  exist.  We  bdieve  this  to  be  an  altogether  too 
refilled  eonstructioli  of  the  act  If  such  be  the  true  interpre- 
taticm,  the  result  would  be  that  one  could  combine  all  the 
sepamte  manuiactures  in  a  given  branch  of  industry  in  this 
country  by  use  of  unlawful  means  sudi  as  discriminatory 
freight  rates,  but,  if  not  attacked  by  the  Government  before 
it  had  obtained  oomplete  oonUrol  of  the  business,  its  very  siae, 
with  its  ramifications  tfaitm^  all  the  States,  would  make  it 
impossible  for  anyone  else  to  compete,  and  it  could  eontnd 
(he  price  of  products  in  the  entire  country  and  would  be 
bey(md  tl^  readb  of  the  law.  It  could,  by  selling  at  a  low 
price  where  a  competitor  was  [89]  engaged  in  business  and 
t^  raising  the  price  where  there  was  no  attempt  at  oompeti- 
ticm,  absolutely  oontrol  the  business  without  itself  suffering 
any  loss;  and  yet  the  GovemmexFt  would  be  powerless  to 
destroy  the  monopoly  because  the  unlawful  means  had  been 
abanckned. 

If  the  court  finds  this  combinatioii  to  be  in  restraint  of 
trade  and  a  monopoly,  it  is  authorized  by  §  S  to  enjoin  the 
same  and  has  plenary  power  to  make  such  decree  as  is  neces- 
sary to  enforce  the  terms  and  provisions  of  the  act  Northern 
Sewrities  Co.  v.  UfiUed  States,  198  U.  S.  886,  887,  844; 
a^oift  dk  Oo.  V.  United  States,  196  U.  S.  875 ;  United  States  v. 
Marigold,  9  How.  660,  566;  Grutohar  v.  Kentucky,  141  U.  8. 
91}  In  re  Bapier,  143  U.  8. 110^  The  Lottery  case,  188  V.  8. 
Ml ;  United  States  v.  iJ^meral  Pup&r  €o.,  opinion'  of  Judge 
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Sanbom  in  flettling  the  decree;  not  reported ;  UnitedStatesT. 
Amerioan  Tdbaaco  Co^  164  Fed.  Bep.  700;  Chicago^  Bock 
lOand  ds  Paoifie  B.  B.  Co.  y.  Union  Patxfio  B.  B.  Oo^  47 
Fed*  Bep.  16,  26. 

.  Evidence  that  the  defendant  companies  obtained  rebates 
and  discriminatory  rates  in  the  transportation  of  their  prod- 
uct as  against  their  oompetitors,  and  engaged  in  unfair  and 
oppressive  methods  of  competition  thereby  destroying  the 
smaller  manufacturers  and  dealers  throughout  the  country, 
J3  oiaterial  in  this  case.  Staie  of  Missouri  v.  Standaird  OH 
47o^  218  Missouri,  1 ;  State  of  Minnesota  v.  Standard  OU  Oo^ 
125  N.  W.  Eep.  627;  Standard  OU  Co.  v.  State  of  Tennessee^ 
U7  Tennessee,  618;  S.  C,  120  Tennessee,  86;  S.  a,  217  U.  & 
418 ;  State  of  South  Dakota  v.  Oen^al  Lumber  Co.,  123  N.  W. 
Sep»  604 ;  CitiBens*  Light,  Heat  <6  Power  Co.  v.  Montgomerp, 
171  Fed.  Bep*  663;  State  of  Nebraska  v.  Drayton^  82  Ne- 
braska, 264;  S.  C,  117  N.  W.  Bep.  769;  People  v.  Amerioan 
loe  Co.,  120  N.  Y.  Supp.  443. 

A  person  or  corporation  joining  a  conspiracy  after  it  is 
lormed)  and  thereafter  aiding  in  its  execution,  becomes  from 
that  time  as  much  a  conspirator  as  if  he  originally  de- 
signed and  put  it  into  operation.  United  States  v.  [80] 
Standard  Oil  Co.,  162  Fed.  Bep.  294;  Lincoln  v.  Claflin,  7 
Wall.  132;  United  States  v.  Babcock,  24  Fed.  Ga&  916,  N<i. 
14,487;  United  States  v.  Cassidy,  67  Fed.  Bep.  698,  702;  The 
Anarchist  case,  122  nUnois,  1 ;  United  States  v.  Pohndon,  26 
Fed.  Bep.  682, 684;  People  v.  Mather,  4  Wend.  230. 

This  conspiracy  was  a  continuing  offense.  Every  overt  act 
committed  in  furtherance  thereof  was  a  renewal  of  the  same 
as  to  all  of  the  parties.  The  statute  of  limitations  does  not 
begin  to  run  until  the  commission  of  the  last  ov^rt  act. 
Neither  can  the  parties  claim  a  vested  right  to  violate  the 
law.  19  Am.  &  £ng.  Ency.  of  Law,  2d  ed,  ^  LimitatuMW  of 
Actions;  ^\United  States  v.  Greene,  116  Fed  Bep.  343;  O^ks 
V.  People,  124  Illinc»s,  399;  Spies  v.  People,  122  Illinois,  1; 
8  Ojc  678;  State  v.  Pippin,  88  No.  Car.  646;  United  States 
V.  Bradford,  148  Fed.  B^p.  413;  Commonwealth  v.  BartUson, 
86  Pa.  St.  489;  PeopHe  v.  MatJier,  4  Wend.  261;  State  v. 
Konyp,  87  No.  Car.  638;  Amoriean  Fire  Ins.  Co.  v.  Stcte^ 
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22  So.  Bep.  (MiBS.)  99;  Lorena  v.  Z7n<«^  iSfto«M,  34  Aj^. 
D.  C,  837;  Pe0ple  v.  TFiZiii,  23  Miac  (N.  Y.)  668;  SaMgh 
v.  Cook,  60  Texass  438;  CammanweaUh  v.  CfUlespie^  10  Am. 
Dec  (PaO  480. 

Mr.  Chief  Justice  Whitb  delivered  the  opinion  of  the 
court 

The  Staadard  Oil  Company  of  New  Jersey  and  88  other 
corporations,  John  D.  Rockefeller^  William  Rockefeller  and 
iBre  other  individual  defendants  prosecute  this  appeal  to 
reverse  a  decree  of  the  ^urt  below.  Such  decree  was  en- 
tered upon  a  bill  filed  by  the  United  States  under  authority 
of  §  4y  of  the  act  of  July  2, 1890,  c  647,  p.  209,  known  as  the 
Anti-Trust  Act,  and  had  for  its  object  the  enforcement  of 
flie  provisions  of  that  act.  The  record  is  inordinately  volumi- 
nous, consisting  of  twenty-three  volumes  of  printed  matter, 
aggregating  about  twelve  thousand  pages,  containing  a  vast 
amount  of  confusing  and  conflicting  testi[31]mony  relating 
to  innmnerable,  complex  and  varied  business  transactions, 
extending  over  a  period  of  nearly  forty  years.  In  an  effort 
to  pave  the  way  to  reach  the  subjects  which  we  are  called 
upon  to  consider,  we  propose  at  the  outset,  following  the 
order  of  the  bill,  to  give  the  merest  possible  outline  of  its 
contents,  to  summarize  the  answer,  to  indicate  the  course  of 
the  trial,  and  point  out  briefly  the  decision  below  rendered. 

The  bill  and  exhibits,  covering  one  hundred  and  seventy 
pages  of  the  printed  record,  was  filed  on  November  15,  1906. 
Co(rporations  known  as  Standard  Oil  Company  of  New  Jer- 
sey, Standard  Oil  Company  of  California,  Standard  Oil 
Company  of  Indiana,  Standard  Oil  Company  of  Iowa, 
Standard  Oil  Company  of  Kansas,  Standard  Oil  Company 
of  Kentucky,  Standard  Oil  Company  of  Nebraska,  Standard 
Oil  C<Hnpany  of  New  York,  Standard  Oil  Company  of  Ohio 
and  sixly-two  other  corporations  and  partaerships,  as  also 
seven  individuals  were  named  as  def endanta  The  bill  .was 
divided  into  thirty  numbered  sections,  and  sought  relief  up<m 
the  theory  that  the  various  defendants  were  engaged  in  eon- 
spiring  ^  to  restrain  the  trade  and  commerce  in  patroleum, 
commonly  called  ^  crude  oil,'  in  refined  oil,  and  in  the  otbsr 
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produds  ^f  peiroleum,  among  the  aeyeral  States  and  Terri- 
tories of  the  United  States  and  the  District  of  Colombia 
and  with  foreign  nations,  and  to  monopolise  the  said  com- 
merce." The  conspiracy  was  alleged  to  have  been  formed  in 
or  about  the  year  1870  by  three  of  the  individaal  defendeats, 
viz :  John  D.  Rockefeller,  William  Bdckef eller  and  Henry  M. 
Flagler.  The  detailed  averments  concerning  the  alleged  con- 
spiracy were  arranged  with  refeirence  to  three  peciodpi  the 
first  from  1870  to  1882,  the  second  from  1882  to  1890,  and 
the  third  from  1899  to  the  time  of  the  filing  of  the  bill. 

The  general  charge  conceming  the  period  from  1870  to 
1682  was  as  follows: 

[89]  ''That  dvrlng  said  first  period  the  said  IndMdiial  defendants, 
In  eonnection  with  the  Standard  OU  Ctoapany  of  Ohio»  pandnuMd 
and  obtained  interests  through  stock  ownership  and  otherwise  in,  and 
entered  into  agreements  with,  varlouB  persons,  firms,  corporations, 
and  limited  partnerships  engaged  in  purchasing,  shipping,  refining, 
and  selling  petroleum  and  its  products  among  the  yarlous  States  for 
the  purpose  of  fixing  the  price  of  crude  and  refined  oU  and  the  prod- 
nets  thereof,  limiting  the  production  thereot  and  controUlng  the  trans- 
portation therein,  and  thereby  restraining  trade  and  commerce  aaieng 
the  several  States,  and  monopolizing  the  said  commerce." 

To  establish  this  chexge  it  was  ai^erred  that  John  D.  and 
William  Rockefeller  and  several  other  named  individuals, 
who,  prior  to  1870,  composed  three  separate  partnerships 
engaged  in  the  business  of  refining  cmde  oil  and  shipping  its 
products  in  interstate  commerce,  organized  in  the  year  1870,  a 
corporation  known  as  the  Standard  Oil  Company  of  Ohio 
and  transferred  to  that  o(Hnpany.  the  business  of  the  said  part- 
nerships, the  members  thereof  becoming,  in  proportion  to 
their  prior  ownership,  stockholders  in  the  corporation.  It 
was  averred  that  the  other  individual  defendants  soon  after- 
wards became  participants  in  the  illegal  combination  and 
either  transferred  property  to  the  corporation  or  to  individ- 
uals to  be  held  for  the  benefit  of  all  parties  in  interest  in  {vo- 
portion  to  their  sespective  interests  in  the  combination;  that 
is,  in  proportion  to  their  stock  ownership  in  the  StandAtd  Oil 
Company  of  Ohio.  By  the  means  thus  stated^  it  wap  charged 
that  by  the  year  1872,  the  combination  had  acquired  eub- 
•kantially  all  but  three  or  four  of  the  thirty^Ave.  or  forty  oil 
refineries  located  in  Cleveland,  Ohio.    By  reason  of  the 
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and  pTii*po9e  to  resfcraiii  trade  and  to  inonopofise  the  com- 
merce, interstate  as  well  as  intrastate,  in  petiroleum  and  its 
products,  the  bill  alkged  that  the  oombination  $nd  its  mem- 
[SSjbeis  obtaiaed  large  prclaraatial  satee  and  rebates  m 
many  and  devious  wajs  over  their  oompetltoie  firom  Taiioaa 
railroad  companies,  and  that  by  means  of  the  advantage 
^tas  obtained  many,  if  not  virtiially  all,  oompetitors  were 
fiuroed  either  to  become  memibers  of  the  ocHnbittUioii  or  were 
driven  out  of  bnsixMes;  and  tbna,  it  was  atl^ged,  dnring.  the 
period  in  question  the  following  results  were  brbught  about: 
{a)  That  the  combination,  in. addition  to  the  r^necies  in 
Cleveland  whidi  it  had  acquired  as  previously  stttbed,  aad 
which  it  had  either  dismantled  to  limit  produotion  or  con- 
tinued to  operate,  also  from  time  to  lime  acquired  a  Isffge 
number  of  refineries  of  erade  petrokunl,  sitnated  in  New 
York,  Pennsylvania,  Ohio  and  ekewheoe.  The  properties  thus 
acquired,  like  those  previously  €»btained,  although  belonging 
to  and  being  held  for  the  benefit  of  the  combination,  wete  osk 
tensibly  divergently  controlled,  some  of  them  being  put  in 
the  name  of  the  Standard  Oil  Company  of  Ohio,  some  in  the 
name  of  corporations  or  limited  partnerships  affiliated  there- 
with, or  some  being  left  in  the  name  of  the  original  owners 
who  had  become  stockholders  in  the  Standard  Oil  Company 
of  Ohio  and  thus  members  of  the  alleged  illegal  oomlMnation. 

(b)  That  the  combination  had  obtained  controlof  the 
pipe  lines  available  for  transporting  oil  from  the  oil  fields 
to  the  refineries  in  Cleveland,  Pittsburg,  Titusville,  Phila- 
delphia, New  York  and  New  Jersey. 

(c)  That  the  combination  during  the  period  named  had 
obtained  a  complete  mastery  over  the  oil  industry,  controlling 
90  per  cent  of  the  business  of  producing,  shipping,  refining 
and  selling  petroleum  and  its  products,  and  thus  was  able 
to  fix  the  price  of  crude  and  refined  petroleum  and  to  restrain 
and  monopolise  all  interstate  eomtmeioe  in  those  >produots/ 

The  averments  -bearing  upon  the  ^oond  period  (1B88  to 
1899)  had  relation  to  the  claim: 

'^Thet  dittloK  tlie  said  second  iMried  of  ODOflpinLcj  the  defeadaats 
into  a  aNitnMt.ana  tnmt  agMemeot;  IM}  Iv  wlilca 
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encased  in  pardbtaatng,  traneportbig,  reQnlog,  ahtpplpg  and  eeUing  oil 
and  the  products  thereof  among  the  various  States  turned  over  the 
manaaement  of  their  said  business,  corporations  and  limited  partner- 
sfalpa  to  nine  trustees,  composed  chiefly  of  certain  indiyiduaUi  defend* 
ant  herein,  which  said  trust  agreement  was  In  restraint  of  trade  and 
oemmeree  and  in  yiolation  of  law»  as  her^nafter  more  particoiaily 
aUeged.** 

The  trust  agreement  thus  referred  to  was  aet  out  in  the 
bill.  It  was  made  in  January,  1882.  By  its  terms  the  stock 
of  forty  corporations,  including  the  Standard  Oil  Ckunpany 
of  Ohio,  and  a  large  quantity  of  various  properties  which 
had  been  previously  acquired  by  the  aUeged  combination  and 
which  was  held  in  diverse  forms,  as  we  have  previously  indi- 
cated, for  the  benefit  of  the  members  of  the  combination,  was 
vested  in  the  trustees  and  their  successors,  '^  to  be  held  for  all 
parties  in  interest  jointly."  In  the  body  of  the  trust  agree- 
ment was  contained  a  list  of  the  various  individuals  and  cor- 
porations and  limited  partnerships  whose  stodcholders  and 
members,  or  a  portion  thereof,  became  parties  to  the  agree- 
ment.   This  list  is  in  the  margin.^ 

*lst  All  the  stockholders  and  members  of  the  following  corpora- 
tions and  limited  partnerships,  to  wit: 

Acme  on  Company,  New  Yorlc. 

Acme  Oil  Oompany,  Pennsylvania. 

Atlantic  Refining  Oompany  of  Philadelidift. 

Buah  &  Co.  (Limited). 

Camden  Consolidated  Oil  Company. 

Mizabethport  Acid  Works. 

Imperial  Refining  Company  (limited). 

Charles  Pratt  &  Co. 

Paine,  Ablett  ft  Co. 

Standard  OU  Company,  Ohio. 

Standard  OU  Company,  Pittsburg. 

Smith's  Ferry  Oil  Transportation  (Company. 

Solar  Oil  CJompany  (Limited). 

Sone  ft  Fleming  Mannfactnring  Conipany  (Limited). 

Alao  aU  the  stockholders  and  membera  of  snch  other  corperatloBa 
a^d  limited  partnerships  as  may  hereafter  join  in  this  agreement  at 
the  request  of  the  trustees  herein  provided  for. 

2d.  The  following  individuals,  to  wit: 

W.  a  Andrews,  John  D.  Andibotd,  Lide  K.  Art^ ,  J.  A.  Boatwtek, 
Beajamla  Brewster,  D.  BoshneU,  Ttaemae  a  BvribMM,  J.  N.  Osmdiftr 
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[96]  The  agrBMnent  made^  proTision  for  the  method  of 
oontirolling  and  mahi^hig  the  propterty  bj  the  trustees,  for 

Henry  L.  Dayls,  H.  M.  Flagler,  Mra  H.  M.  Flagler,  John  Huntington, 
H.  A.  Hutching,  Charles  F.  O.  Heye,  A.  B.  Jennings,  Charles  Lock- 
hart,  A.  M.  McGregor,  William  H.  Macy,  William  H.  Macy,  Jr.,  estate 
ef  Joelah  Macy,  William  H.  Macy,  jr.,  executor;  O.  H.  Payne,  A.  X 
Pooch,  JcHm  D.  Bodoefeller,  William  BochefeUer,  Henry  H.  Bogere, 
W.  P.  Thompson,  J.  J,  Vandergrlft,  WUliam  T,  Wardwell,  W.  O.  War- 
den, Joseph  U  Warden,  Warden,  Frew  &  Co.,  Louise  C.  Wheaton, 
H.  M.  Hanna,  and  George  W.  Chapin,  D.  M.  Harkness,  D.  M.  Hark 
ness,  trustee,  8.  V.  Harkness,  O.  H  Payne,  trustee;  Charles  Pratt, 
Horace  A.  Pratt,  O.  M.  Pratt,  Julia  H.  Tork,  George  H.  Yllas*  M.  B. 
Keith,  tmstees,  George  F.  Chester.  . 

AlfiU)  all  such  individuals  as  may  hereafter  join  in  the  agreement  at 
the  request  of  the  trustees  herein  provided  for. 

8d.,  A  portion  of  the  stockholders  and  meml^ers  of  the  .following 
corporations  and  limited  partnerships,  to  wit: 

American  Lubricating  Oil  Company. 

Baltimore  United  Oil  Company. 

Beacon  Oil  Company. 

Bush  &  Denslow  Manufacturing  Company, 

Central  Beflning  Co.  of  Pittsburg. 

Chee^rough  lianufacturing  Company. 

Chess  Oarley  Company. 

Consolidated  Tank  Line  Company, 

Inland  Oil  Company. 

Keystone  Beflning  Company. 

Maverick  Oil  Company. 

National  Transit  Company. 

Portland  Kerosene  Oil  Company. 

PtodneenT  Consolidated  Land  and  Petroleum  Company, 

Signal  OU  Works  (Limited). 

Thompeon  &  Bedford  Company  (Limited). 

Devoe  Manufacturing  Company. 

Bdipse  Lubricating  Oil  Company  (Limited). 

Empire  Beflning  Company  (Limited). 

riankUn  Pipe  Coriipany  (Limited). 

Galeae  Oil  Works  (Limtted).  . 

Galena  Farm  OH  Company  (Limited.) 

Germania  Minhig  Company. 

Vacuum  Oil  Company. 

H.  a  Van  Tine  ft  Company  (Limited). 

Watem-Plerce  Oil  Company. 

Also  stodliolderB  and  members  (not  betng  all  tiiereof)  of  other 
eorporatlODS  and  limited  partnerthipa  who  may  hereafter  join  in  this 
;  at  the  leanest  of  the  tmstees  herein  provided  for." 
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flie  fonnation  of  additional  maaufBctaiuig,  etc,  oolrpara- 
[86]ti(ms  in  yarious  States,  and  the  trusty  unless  tenmnated 
by  a  mode  specified^  was  to  continue  ^^  during  die  liTes  of  the 
survivors  and  survivor  of  the  trustees  named  in  the  agree- 
ment ax^  for  twenty-one  years  thereafter."  The  agreement 
provided  for  the  issue  of  Standard  Oil  Trust  oertifiieates  to 
r^resent  the  interest  arising  under  tiie  trust  in  the  proper- 
ties affected  by  the  trust,  which  of  course  in  view  of  the  pro- 
visions of  the  agreement  and  the  subject  to  which  it  related 
caused  the  interest  in  the  certificates  to  be  coincident  with 
and  the  exact  representative  of  the  interest  in  ib»  cembina^ 
tion,  that  is,  in  the  Standard  Oil  Compwaj  of  Ohio.  Soon 
afterwards  it  was  alleged  the  trustees  organized  the  Standard 
Oil  Company  of  New  Jersey  and  the  Standard  Oil  Company 
of  New  York,  the  former  having  a  capital  stock  of  $3,000,000 
and  the  latter  a  capital  stock  of  $5,000,000i,  subsequently 
increased  to  $10,000,000  and  $16,000,000  req)ectively.  The 
bin  alleged  "  that  pursuant  to  said  trust  agreement  the  said 
•  trustees  caused  to  be  transferred  to  themselves  the  stocks  of 
all  corporations  and  limited  partnerships  named  in  said  trqst 
agreement,  and  caused  various  of  the  individuals  and  copart- 
nerships, who  owned  apparently  independent  refineries  and 
other  properties  employed  in  tiie  busineBS  of  refilling  and 
transporting  and  selling  oil  in  and  among  said  various  States 
and  Terri[87]tories  of  the  United  States  as  aforesaid,  to 
transfer  their  property  situated  in  said  several  States  to^.the 
respective  Standard  Oil  Companies  of  said  States  of  New 
York,  New  Jersey,  Pennsylvania  and  Ohio,  and  other  corpo- 
rations organized  or  acquired  by  said  tnistees  from  time  to 
time.  *  *  *."  For  the  stocks  and  property  so  acquired 
the  trustees  issued  trust  certificates.  It  was  alleged  that  in 
1888  the  trustees  ^^  unlawfully  comtarolled  the  stock  and  mm- 
ership  of  various  corporations  and  limited  partnershijps  en- 
gaged in  such  purchase  and  trans^rtation,  refining;,  selling, 
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gnd  ahippiiig  of  <»!,''  as  p«r  a  list  wUeh  is  eacoerptedt  in  the 
margiii*^ 

[86]  The  bill  chtiged  that  during  the  seoond  period  quo 
wsmnto  proceedings  wen  oommeneed  against  the  SteoDdavd 
Oil  Company  of  Ohio,  which  randted  in  the  entry  by  the 
Stzpretne  Court  oi  Ohio,  on  March  2, 1892,  of  a  decree  [89] 
adjndgiiig  the  trust  agreement  to  be  void,  not  only  because 
the  Standard  Oil  Company  of  Ohio  was  a  party  to  the  same, 
bnt  also  becaose  the  agreement  in  and  of  itself  [40]  was  in 


^  List  of  oorporatlonB  the  stocks  of  which  were  wholly  or  partially  held  by 
tte  tmataes  of  Btaadafd  OU  Trust: 


Oq>ltd 
stook. 


fitaadacdOU 

Tratt 
Qvnenh^ 


New  Toik  State: 

Aome  OU  CMapany ,  maautestofenef  petroleam  prodnctt. 
Atlas  Raflntiig  Company,  maniifMtaxen  of  petroleom 

American  i^iek  lUmdietariiig  CompaQy/mmcSeturras 

oflaiatwiaks 

Bush  ft  DenSlow  ICamiftctarlng  Company,  msnafMtarw 

eivtirpoBOisiini  pnKiucia. 

QMsebTOQ^  Msnutetoring  Company,  manuteetimrs  of 

petrolBun 

Osntrsl  RofisJog  Coapsny  (Tilailtsd),  maBafsetantt  of 

petrolsam  prodncts  .^. 

Da^oe  IbBonotaitaig  OamiNniy »  imkAdsbs,  manoftctuien 

Bm^eRaflntnif  Company  '(Limt'ted)7mazm^^        eif' 

^petroleom  piodncts 

Oswsgo  Maauactnihn  Company,  msnatMJtoran  of  wood 


Piatt  MauufMStiBlni^  Company,  mannfMstmen  of  petro- 
— -  '  ^  OB  Oanpany  «f  New  York,  manufKtann'oif 


Bbbe  A  ITemfag  Msnntiateiring  Oampsnr  (Lfaadted), 
msuBhsaws  of  patroleiim  prodoots**.  •■..■•••.. 

Thompson  A  Bedford  Company  (Liasitad),  manafce'tei^' 
srsolpstroJaaaBpSDdactt 

Vaeoqm  Oil  Company,  manoliMtaran  of  petroleom 

New  Jersey : 

"Baight  Oil  Oonipany,  mannftetoraBi  ef jpatmsmii  pfodusts 
IjbatonjMCanips^  . . : 
Standard  Oil  Company  of  New  Jsney,  manatMtmars  of 
petrolsompfodiictB. , 


AemeOn 
Atlantia 


mantdbctnrsrB  of 


•leom  products 


Qakna  Oil  Works  (Limited),  BMaiiihatiirasofyatwisom 
ImpeiialRiAUtaaCom  mttoflictoren  of 


ioosn  of  erode  oil. .. . 
THBBSitOompspy, 


o#etodaoil 

of  petrolaauL 


OaWerha(LI»itsdX] 


$100^000 
900,000 

no,  000 

aoOfOoo 
aoOyOoo 
iao»OQo 

100,000 

5,000,000 

280,000 

280,000 

9l»00i 

380,000 
75,000 

8;000,000 

800,000 
400,000 
180,000 

1,000,000 
28,485,900 

400,000 


Kntiia 

na 

nai 
50  per  cent. 
2,081-^,000. 
l-07Jiporoont 
SatiiSL 
aOpscosBt. 
Bntinu 

Do. 

Do. 

Do. 

aopsrottt 

75  per  coat 

Sntffa. 
Do. 

Do; 

Do. 

Do. 

OO^pereont 


tf-, 


.psrooat 
paroBnt 
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restraint  of  trade  and  amounted  to  the  deation  of  an  nnlaw** 
ful  monopoly.  It  was  alleged  that  shortly  after  this  de* 
ciaion,  seemingly  for  the  purpose  of  complying  therewith, 
▼oluntary  proceedings  were  had  apparently  to  dissolve  the 
trust,  but  that  these  proceedings  were  a  subterfuge  and  a 
sham  because  they  simply  amounted  to  a  transfer  of  the 
stock  held  by  the  trust  in  64  of  the  companies  which  it  con- 
trcdled  to  some  of  the  remaining  20  companies,  it  having 
controlled  before  the  decree  84  in  all,  thereby,  while  seem- 
ingly in  part  giving  up  its  dominion,  yet  in  reality  preserving 
the  same  by  means  of  the  control  of  the  companies  as  to 
which  it  had  retained  complete  authority.  It  was  chaif;ed 
that  especially  was  this  the  case,  as  the  stock  in  the  com- 
panies selected  for  transfer  was  virtually  owned  by  the 
nine  trustees  or  the  members  of  their  immediate  families 
or  associates.  The  bill  further  alleged  that  in  1897  the  attor- 
ney general  of  Ohio  instituted  contempt  proceedings  in  the 
quo  warranto  case  based  upon  the  claim  that  the  trust  had 


Footnote  continued. 


Standard  Oil 
Trust 


Obto: 

CoDsoUdated  TmikiUm  Company,  Jobban  of  patralamw 

prodncta •• •. 

Inland  Oil  Comnany,  Jobban  of  petzoleom  prodncta 

Standard  Oil  Company,  manufMtoren  af  patroleam 

prodooCa 

Solar  Reflnlnc  Company,  manolMtarars  af  patrolaom 

produota 

Kentdokr: 

Standard  OH  Company,  JobbarB  of  patrolaam  pndQBta. .. 
Mar^and: 

Baltimora  United  Oil  Company,  mannfMtamfB  of  pe- 

trolaum  produota 

Waat^nninla: 

Cemdan  CooaoUdatad  Oil  Company,  mannlMtona  af 

patrolaam  prodncta 

mnnaaota: 

Standard  Oil  Company,  Jobban  of  patrolaam  pcodnota. . . . 
■oori: 
Watart-Piana  Ofl  Company,  Jobban  of  patrolaam  prod- 

ooti... ••...- 

naohnastta: 

Baaoon  OH  Company,  Jobbers  of  patrolaum  produota 

Mafertok  Oil  Company,  Jobban  af  patrolemw  ptoduale. . . . 
ina: 
Portland  Bjoroaaaa  011  Company,  Jobban  of  patrolaam 

Standard  Oil  Company,  Jobban  of  pateolaaB  pradnala. .. . 
^^^ — ^1  ^  Canpeny,  Jobban  of  patrolaom  pndnala.  < 


87  per  cent. 
MparcauL 
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Mt  been  disserved  as  required  by  the  decree  in  that  case. 
About  tiie  same  time  also  proceedings  in  quo  warranto  were 
commenced  to  fori eii  the  charter  of  a  pipe  line  known  as  the 
Buckeye  Pipe  Line  Ccnnpany,  an  [41]  Ohio  oorpOTation, 
whose  stock,  it  was  alleged,  was  owned  by  the  m^nbere  of 
the  combination,  om  the  ground  of  its  connection  with  the 
trust  which  had  been  held  to  be  illegal. 

The  res^Ut  of  these  proceedings,  the  bill  charged,  caused  a 
resort  to  the  allied  wnmgful  acts  asserted  to  have  be<Hi 
oomanitted  during  the  third  period,  as  follows: 

••  That  during  the  third  period  of  said  conspiracy  and  In  pnrsuance 
thereof  the  said  Indiridual  defendants  operated  throngh  the  Standard 
OU  Company  of  New  Jersey,  as  a  holding  corporation,  which  oorpoza- 
tion  obtained  and  acquired  the  majority  of  the  stocks  of  the  yariout 
corporations  engaged  in  purchasing,  transporting,  refining,  shipping^ 
and  selling  oil  Into  and  among  the  various  States  and  Territories  of 
the  United  States  and  the  District  of  Ck>lumbla  and  with  foreign 
nations,  and  thereby  managed  and  controlled  title  same.  In  yiolation 
of  the  laws  of  the  United  States,  as  herehiafter  more  parttcnlarly 
alleged.** 

It  was  alleged  that  in  or  about  the  month  of  January.  1899, 
the  individual  defendants  caused  the  charter  of  the  Standard 
Oil  Company  of  New  Jersey  to  be  amended ;  "  so  that  the 
business  and  objects  of  said  company  were  stated  as  follows, 
to  wit:  ^To  do  all  kinds  of  mining,  manufacturing,  and 
trading  business;  transporting  goods  and  merchandise  by 
land  or  water  in  any  manner;  to  buy,  sell,  lease,  and  improve 
land;  build  houses,  structures,  vessels,  cars,  wharves,  docks, 
and  piers;  to  lay  and  operate  pipe  lines;  to  erect  lines  for 
conducting  electricity ;  to  enter  into  and  carry  out  contracts 
of  every  kind  pertaining  to  its  business;  to  acquire,  use,  sell, 
and  grant  licenses  under  patent  rights;  to  purchase  or  other- 
wise acquire,  hold,  sell,  assign,  and  transfer  shares  of  capital 
stock  and  bonds  or  other  evidences  of  indebt^ness  of  corpo- 
rations, and  to  exercise  all  the  privileges  of  ownership,  in^- 
duding  voting  upon  the  stock  so  held ;  to  carry  on  its  businesa 
and  have  offices  and  agencies  therefor  in  all  parts  of  the 
world,  and  [42]  to  hold,  purchase,  mortgage,  and  convey  real 
estate  and  peraonal  propertjr  outside  the  State  of  New 
Jerdey.'  •* 

95825**— VOL  4—17 8 
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The  capital  stock  of  tiie  company — ^which  snce  'Maixih  19, 
1892,  had  been  $10,000,000— was  increased  to  $110,000,000; 
and  the  individual  defendants,  as  theretofore^  contimied  to 
be  a  majority  of  the  board  of.  directors. 

Without  going  into  detail  it  suffices  to  say  tliat  it  iras 
alleged  in  the  bill  that  shortly  after  these  proceedings  the 
trust  came  to  an  end,  the  stock  of  the  various  corporations 
which  had  been  controlled  by  it  being  transferred  by  its 
holders  to  the  Standard  Oil  Company  of  New  Jersey,  whidi 
cc«poration  issued  therefor  certificates  of  its  common  stock 
to  the  amount  of  $97,250,000.  The  bill  contained  allegations 
referring  to  the  development  of  new  oil  fields,  for  example, 
in  California,  southeastern  Kansas,  northern  Indian  Terri- 
tory, and  northern  Oklahoma,  and  made  reference  to  the 
building  or  otherwise  acquiring  by  the  combination  of  re- 
fineries and  pipe  lines  in  the  new  fields  for  the  purpose  of 
restraining  and  monopolizing  the  interstate  trade  in  petro- 
leum and  its  products. 

Keiterating  in  substance  the  averments  that  both  the 
Standard  Oil  Trust  from  1882  to  1899  and  the  Standard  Oil 
Company  of  New  Jersey  since  1899  had  monopolized  and 
restrained  interstate  conunerce  in  petroleum  and  its  prod- 
ucts, the  bill  at  great  length  additionally  set  forth  various 
means  by  which  during  the  second  and  third  perioda,  in 
addition  to  the  effect  occasioned  by  the  combination  of 
alleged  previously  independent  concerns,  the  monopoly  and 
restraint  complained  of  was  continued.  Without  attempting 
to  follow  the  elaborate  averments  on  these  subjects  spread 
over  fifty-seven  pages  of  the  printed  record,  it  suffices  to  say 
that  such  averments  may  properly  be  grouped  under  the  fol- 
lowing heads:  Rebates,  preferences  and  other  discriminatory 
practices  in  favor  of  the  combination  by  railroad  companies; 
restraint  and  monopolization  by  control  of  pipe  lines,  and 
unfair  practices  against  oom[48]petii;ig  pipe  lines;  con- 
tracts with  competitors  in  restraint  of  trade ;  unfair  methods 
of  competition,  such  as  local  price  cutting  at  the  points 
where  necessary  to  supress  competition;  espionage  of  the 
business  of  competitors,  the  operation  of  bogus  independent 
oompanies,  and  payment  of  rebates  on  oil,  with  the  like  in- 
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tent;  the  dirifflOD  of  tiie  United  JStates  into  districtB  and  the 
limiting  of  the  operati<ma  of  the  yerions  sobaidiary  corpora- 
tione  as  to  sadi  districts  so  that  competition  in  the  sale  of 
petroleum  products  between  such  corporations  had  been  en- 
tirely eliminated  and  destroyed;  and  finally  reference  was 
made  to  what  was  alleged  to  be  the  ^  enormous  and  unrea- 
somble  profits ''  earned  by  the  Standard  Oil  Trust  and  the 
Standard  Oil  Company  as  a  result  of  the  allied  m<mopoly ; 
whidi  presumably  was  averred  as  a  means  of  refiezly  infer- 
ring the  scope  and  power  acquired  by  the  alleged  combina- 
tion. 

Coming  to  the  prayer  of  the  bill,  it  suffices  to  say  that  in 
general  terms  the  substantial  relief  asked  was,  first,  that  the 
combination  in  restraint  of  interstate  trade  and  commerce 
and  which  hid  monopolized  the  same,  as  alleged  in  the  bill, 
be  found  to  have  existence  and  that  the  parties  thereto  be 
perpetually  enjoined  frpm  doing  any  further  act  to  give  effect 
to  it;  second,  that  the  transfer  of  the  stocks  of  the  various 
corp<Hrations  to  the  Standard  Oil  Company  of  New  Jersey, 
as  alleged  in  the  bill,  be  held  to  be  in  violation  of  the  fiist 
and  second  sections  of  the  Anti-Trust  Act,  and  that  the 
Standard  Oil  CompaiQr  of  New  Jersey  be  enjoined  and  re- 
strained from  in  any  manner  continuing  to  exert  control 
over  the  subsidiary  corporations  by  means  of  ownersdxip  of 
said  stock  or  othermse;  third,  that  specific  relief  by  injunc- 
tion be  awarded  against  further  violation  of  the  statute  by 
any  of  the  acts  specifically  complained  of  in  the  bilL  There 
was  also  a  prayer  for  general  relief. 

Of  the  numerous  defendants  named  in  the  bill,  the  Waters* 
Pierce  Oil  Company  was  the  cmly  resident  of  the  [44]  dis- 
trict in  which  the  suit  was  commenced  and  the  only  defendant 
served  with  process  therein*  Contemporaneous  with  the 
filing  of  the  bill  the  court  made  an  order,  under  §  5  of  the 
Anti-Trust  Act,  for  the  service  of  process  upon  all  the  other 
defendants,  wherever  they  could  be  found.  Thereafter  the 
various  defendants  unsuccessfully  moved  to  vacate  the  order 
for  service  on  non-resident  defendants  or  filed  pleas  to  the 
jurisdiction.  Jou^t  exceptions  were  likewise  unsuccessfully 
filed,  upon  the  ground  of  impertinence,  to  many  of  the  aver- 
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mcoitB  of  die  bill  of  oomplamt,  particiilarly  tliose  wUdi 
related  to  acts  alleged  to  have  been  done  by  the  combination 
prior  to  the  passage  of  the  Anti-Trust  Act  and  pnot  to  ibM 
year  1899. 

Certain  of  the  defendants  filed  separate  answers,  and  a 
joint  answer  was  filed  on  behalf  of  the  Standard  Oil  Oom* 
pany  of  New  Jersey  and  numerous  of  the  other  defeDdaats. 
The  scope  of  the  answers  will  be  adeqpiately  indicated  by 
quoting  a  summary  on  the  subject  made  in  the  brief  for  the 
appellants^ 

"  It  is  sufficient  to  say  that,  whilst  admitting  many  of  the 
alleged  acquisitions  of  property,  the  formation  of  the  so- 
called  trust  of  1882,  its  dissolution  in  1892,  and  the  acquisi- 
tion by  the  Standard  Oil  Company  of  New  Jersey  of  the 
stocks  of  the  various  corporations  in  1899,  Ihey  deny  all 
the  allegations  respecting  combinations  or  conspiracies  to 
restrain  or  monopolize  the  oil  trade;  and  particularly  that 
the  so-called  trust  of  1882,  or  the  acquisition  of  the  shares 
of  the  defendant  companies  by  the  Standard  Oil  Company  of 
New  Jersey  in  1899,  was  a  combination  of  independent  or 
competing  concerns  or  corporations.  The  averments  of  the 
petition  respecting  the  means  adopted  to  monopolize  the  oil 
trade  are  traversed  either  by  a  denial  of  the  acts  alleged  or 
of  their  purpose,  intent  or  effect.*' 

On  June  24, 1907,  the  cause  being  at  issue,  a  special  exam- 
iner was  appointed  to  take  the  evidence,  and  his  report  was 
filed  March  22,  1909.  It  was  heard  on  April  6  [45]  to  10^ 
1909,  under  the  expediting  act  of  February  11, 1908,  before  a 
Circuit  Court  consisting  of  four  judges. 

The  court  decided  in  favor  of  the  United  States.  In  the 
opinion  delivered,  all  the  multitude  of  acts  of  wrongdoing 
charged  in  the  bill  were  put  aside,  in  so  far  as  they  were 
alleged  to  have  been  committed  prior  to  the  passage  of  the . 
Anti-Trust  Act,  "  except  as  evidence  of  their  (the  defend* 
ants')  purpose,  of  their  continuing  conduct  and  of  its  effecf* 
(178  Fed.  Rep.  IH.) 

By  the  decree  which  was  entered  it  was  adjudged  that  the 
combining  of  the  stocks  of  various  companies  in  the  hands 
of  the  Standard  Oil  Company  of  New  Jersisy  in  1899  con^ 
fitituted  a  combination  in  restraint  of  trade  and  also  an 
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ftttempt  to  monopolize  and  a  monopoIizatioD  under  §  S  of 
the  Anti-Trust  Act  The  decree  was  against  seven  individual 
dafendantS)  the  Standard  Oil  Company  of  New  Jersey, 
thirfcy-siz  domestic  companies  and  one  foreign  company 
which  the  Standard  Oil  Company  of  New  Jersey  controls  by 
stock  ownership ;  these  88  corporate  defendants  being  held  to 
be  parties  to  the  combination  found  to  ezist^ 

The  bill  was  dismissed  as  to  all  other  corporate  defend- 
ants, 88  in  number,  it  being  adjudged  by  §  8  of  the  decree 
that  they  ^  have  not  been  proved  to  be  engaged  in  the  opera- 
tion or  carrying  out  of  the  cambination."  ^ 

[46]  The  Standard  Oil  Company  of  New  Jersey  was  en- 
joined from  voting  the  stocks  or  exerting  any  control  over 
the  said  87  subsidiaTy  cwipanies,  and  the  subsidiary  compa- 
nies were  enjoined  from  paying  any  dividends  as  to  the 
Standard  Oil  Company  or  peimitting  it  to  exercise  any  con- 
trol over  them  by  virtue  of  the  stock  ownership  or  power 
acquired  by  means  of  the  ccMnbination.  The  individuals  and 
corporations  were  also  enjoined  from  entering  into  or  carry- 
ing into  effect  any  like  combination  which  would  evade  the 
decree.  Further,  the  individual  defendants,  the  Standard 
Oil  Compai^,  and  the  87  subsidiary  corporations  were  en- 
joined from  engaging  or  continuing  in  interstate  ooHuneroe 
in  petroleum  or  its  products  during  the  continaance  of  the 
illegal  combination. 

At  the  outset  a  question  of  jurisdiction  requires  considera- 
tion, and  we  shall,  also,  as  a  preliminary,  dispose  of  another 
question,  to  the  end  that  our  attention  may  be  completely 

•  Comusel  for  appellants  says :  **  Of  the  38  (37)  corpi^rate  defendants 
named  In  section  2  of  the  decree  and  as  to  whleh  the  judgment  of  the 
eourt  applies,  fonr  have  not  appealed,  to  wit :  Ctondcana  Refining  Co., 
Maaliattan  Oil  Co.,  Secnrity  OU  Co.,  Waters^Pierce  OU  Co.,  and  one, 
the  Standard  Oil  Co.  of  Iowa,  has  hem  lianldated  and  no  longer 
exiata." 

^  Of  ttie  dismissed  defendants  16  were  natural  gas  companies  and  10 
were  companies  which  were  liquidated  and  ceased  to  exist  before  the 
ffling  of  the  petition.  The  other  dismissed  defendants,  7  in  nnmber, 
were:  Florence  Oil  Refining  Co.,  United  OU  Co.,  Tidewater  Oil  G»., 
TtOe  Water  Pipe  Co.  (LTd).  Flatt  ft  Waahl^aoa  Beflains  Oow  Ffank- 
Ua  Pipe  Co.  and  Peon^jrlTaaia  Oil  Co. 
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ooneentrated  upon  the  merits  of  the  ocmtroversy  TvhfiQ  we 
oome  to  ooDfidder  them. 

First.  We  are  of  opinion  that  in  oonsequenoe  of  the  pree- 
enoe  within  the  district  of  the  Waters-Pieroe  Oil  Company, 
the  court,  under  the  authority  of  §  5  of  the  Anti-Trust  Act, 
rightly  took  jurisdicticMi  oTer  the  cause  and  properly  ordered 
notice  to  be  served  upon  the  non-resident  defendants. 

Second.  The  overruling  of  the  exceptions  taken  to  so  much 
of  the  bill  as  counted  upon  facts  occurring  prior  to  the  pea- 
sage  of  the  Anti-Trust  Act — ^whatever  may  be  the  view  as  an 
original  question  of  the  duty  to  restrict  the  controversy  to 
a  much  narrower  area  than  tiiat  propounded  by  the  bill — we 
think  by  no  possibility  in  the  present  stage  of  the  case  can 
the  action  of  the  court  be  treated  as  prejudicial  error  justify* 
ing  reversaL  We  say  this  because  the  court,  as  we  shall  do, 
gave  no  weight  to  ^e  testimony  adduced  under  the  aver- 
ments complained  of  except  in  so  far  as  it  tended  to  throw 
light  upon  the  acts  done  after  the  [47]  passage  of  the  Anti- 
Trust  Act  and  the  results  of  which  it  was  charged  were 
being  participated  in  and  enjoyed  by  the  alleged  oombina* 
tion  at  the  time  of  the  filing  of  the  biU. 

We  are  thus  brought  face  to  face  with  the  merits  of  the 
controversy. 

Both  as  to  the  law  and  as  to  the  facts  the  opposing  con- 
tentions pressed  in  the  argument  are  numerous  and  in  all 
their  aspects  are  so  irreconcilable  that  it  is  difficult  to  reduce 
them  to  some  fundamental  generalization,  which  by  being 
disposed  of  would  decide  them  all.  For  instance,  as  to  the 
law.  While  both  sides  agree  that  tiie  determinati<»i  of  the 
controversy  rests  upon  the  correct  construction  and  applica- 
tion of  the  first  and  second  sections  of  the  Anti-Trust  Act, 
yet  the  views  as  to  the  meaning  of  the  act  are  as  wide  apart 
as  the  poles,  since  there  is  no  real  point  of  agreement  on  any 
view  of  the  act  And  this  also  is  the  case  as  to  the  scope  and 
effect  of  authorities  relied  upon,  even  although  in  some  in- 
stances one  and  the  same  authority  is  asserted  to  be  coa- 
trolUng. 

So  abo  is  it  as  to  the  facte.  Thus,  on  the  one  hand,  with 
relentless  pertinacty  and  minuteness  of  analysis,  it  is  in- 


Digitized  by  VjOOQIC 


flTAKDAlD  (XL  CO.  V.  USTTlIK  STATES.  119 


4)fttloii  Of :th«  < 

sisted  that  the  facts  establish  that  the' assailed  eomMiiation 
toc^  its  birth  in  a  purpose  to  unlawfully  acquire  wealth  by 
(^pressing  the  public  and  destroying  the  just  rights  of 
others,  and  that  its  entire  career  exonplifies  an  inexorable 
carrying  out  of  such  wrongful  intents,  since,  it  is  asserted, 
the  pathway  of  the  combination  from  the  beginning  'to  the 
time  of  the  filing  of  tiie  bill  is  marked  with  constant  proofs 
of  wrong  inflicted  upon  the  public  and  is  strewn  with  the 
wrecks  resulting  from  crushing  out,  without  regard  to  law, 
the  indiyidual  rights  of  others.  Indeed,  so  conclusiTe,  it  is 
urged,  is  the  proof  on  these  subjects  that  it  is  asserted  that 
the  existence  of  the  principal  corporate  defendant — ^the 
Standard  Oil  .C<«npany  of  New  Jersey — ^with  the  vast  aoeu- 
mulaticm  of  property  which  it  owns  or  controls,  because  of  its 
ijifinite  potency  [48]  for  harm  and  the  dangerous  example 
which  its  continued  existence  affords,  is  an  open  and  endur- 
ing menace  to.  all  fredom  of  trade  and  is  a  byword  and  re- 
proach to  modem  economic  methods.  On  the  other  hand,  in 
a  powerful  analysis  of  the  facts,  it  is  insisted  that  they  dem- 
onstrate that  the  origin  and  development  of  the  vast  business 
which  the  defendants  control  was  but  the  result  of  lawful 
oompetitiye  methods,  guided  by  economic  genius  of  the  high- 
est order,  sustained  by  courage,  by  a  keen  insight  into  com- 
mercial situations,  resulting  in  the  acquisition  of  grttet 
wealth,  but  at  the  same  time  serving  to  stimulate  and  increase 
production,  to  widely  extend  the  distribution  of  the  products 
of  petroleum  at  a  cost  largely  below  that  which  would  have 
otherwise  prevailed,  thus  proving  to  be  at  one  and  the  same 
time  a  benefaction  to  the  general  public  as  well  as  of  enor- 
mous advantage  to  individuals.  It  is  not  denied  that  in  the 
enormous  volume  of  proof  contained  in  the  record  in  the 
period  of  almost  a  lifetime  to  which  that  proof  is  addressed, 
there  may  be  found  acts  of  wrong-doing,  but  the  insistence  is 
that  they  were  rather  the  exception  than  the  rule,  and  in  most 
cases  were  either  the  result  of  too  great  individual  sseal  in 
the  keen  rivalries  of  business  or  of  the  methods  and  habits 
of  dealing  which,  even  if  wrong,  were  commonly  practised^  at 
the  tiipe.  And  to  discover  and  3ltate  the  trutlx  cenceming 
these  contentions  both  alignments  call  for  the  analysis  aikd 


Digitized  by  VjOOQIC 


180  m  xrmm  BtMras,  A 


lOftlieONVl 

wdghiiife  as  we  haye  said  at  the  outset,  of  a  jangle  of  0011- 
flidiing  testiinoiiy  ooyering  a  period  of  forty  years,  a  duty 
diffioalt  to  ri^tly  perform  and,  e^en  if  satisfactorily  aooom- 
pliahed,  almost  impossible  to  state  with  any  reasonable  re- 
gard to  InreTity. 

Duly  appreciating  tbe  situation  just  stated,  it  is  certain 
that  only  <me  point  of  concOTd  between  the  parties  is  dis- 
cemable,  which  is,  that  the  controversy  in  every  aspect  is 
controlled  by  a  correct  concepti<Ni  of  the  meaniog  of  the  first 
and  seceiid  sections  of  the  Anti-Trust  Act  We  shall 
[49]  therefore— departing  from  what  olherwise  would  be 
the  natural  order  of  analysis— ^nake  this  one  point  of  har- 
mony the  initial  basis  of  our  examination  of  the  contentions, 
relying  upon  the  conception  that  by  doing  so  some  har- 
monious resonance  may  result  adequate  to  dcxninate  and  con- 
trol the  discord  with  which  the  case  abounds.  That  is  to 
say,  we  shall  first  come  to  consider  the  meaning  of  the  first 
and  second  sections  of  the  Anti-Trust  Act  by  the  text,  and 
after  discerning  what  by  that  process  appears  to  be  its  true 
meaning  we  shall  proceed  to  consider  the  respective  oonten* 
tions  of  the  parties  concerning  the  act,  the  strength  or  weak- 
ness of  those  contentions,  as  well  as  the  accuracy  of  the  mean- 
ing of  the  act  as  deduced  from  the  text  in  the  light  of  the 
prior  decisions  of  this  court  concerning  it.  When  we  have 
done  this  we  shall  then  approach  the  facta  Following  this 
course  we  shall  make  our  investigation  under  four  separate 
headings:  First,  the  text  of  the  first  and  second  sections  of 
the  act  originally  considered  and  its  meaning  in  the  light  of 
the  common  law  and  the  law  of  this  country  at  the  time  of 
its  adc^tion;  second,  the  contentions  of  the  parties  concern- 
ing the  act,  and  the  scope  and  effect  of  the  decisions  of  this 
court  upcm  which  they  rely;  third,  the  application  of  the 
statute  to  facts;  and,  fourth,  the  remedy,  if  any,  to  be 
afforded  as  the  result  of  such  application. 

Firat.  The  teaoi  of  the  act  and  Us  meammg. 

We  quote  the  text  of  the  first  and  second  sections  of  the 
act,  as  follows: 

**  Bmraam  1.  Brery  contract,  combiBstton  In  tt&e  form  of  trust  or 
#th«wlsa^  <Mr  coiuQHmt^.  in  restraint  ef  traAs  or 
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tte  MTeral  Stete%  «r  irllli  favelgii  nations,  is  hereby  OecdMred  to  Im 
Ulegel.  Bfery  peceon  wbo  shall  make  aigr  such  contract;  or  engage 
in  any  soch  combination  or  congplracy,  shall  be  deemed  guilty  of  a 
misdemeanor,  and,  on  conviction  thereof,  shall  be  punished  by  fine 
act  exceedhig  five  thousand  dollars,  or  by  [50]  imprisonment  not 
exceeding  one  year,  or  by  both  said  pnnirtiments,  in  the  discretion  of 
Hie  convt 

**  Ssa  2L  ]Sy«7  pecsoa  who  shall  monopolise,  or  attempt  to  monopo- 
lise, or  combine  or  eonq;>lre  with  any  other  person  or  persons,  to 
monopolize  any  part  of  the  trade  or  commerce  among  the  several 
States,  or  with  foreign  nations,  shall  be  deemed  guilty  of  a  misde- 
meanor, and,  on  con-yictkm  thereot  diall  be  poiiiehed  by  line  not  ex- 
oesOIng  fire  thousand  doUaos,  or  by  isaprisonment  not  exioeediiig  ons 
7ear,  or  by  both  said  ponishmeots,  in  ite  discretion  of  the  coort" 

The  debates  show  that  doubt  as  to  whether  there  wee  a 
oommon  law  of  the  United  States  which  govemed  tiie  sub- 
jeet  in  the  abeenee  of  legislation  was  among  the  inflnimcfB 
leading  to  the  passage  of  the  act  They  conduaiyely  ahow^ 
howeiwr,  that  the  main  cause  which  led  to  the  legislation 
was  the  thought  that  it  waa  required  t^  the  economic  condi- 
tion of  the  timesy  that  is,  the  vast  accumulation  of  wealth  in 
tlM  hands  of  corporations  and  individuala,  the  enormous 
deTelopment  of  corporate  organization,  the  facility  for  com- 
bination which  sacb  organizations  afforded,  the  fact  that 
the  facility  was  being  used,  and  that  oombinationa  known  as 
trusto  w^re  being  multiplied,  and  the  widespread  impressicm 
that  their  power  had  been  and  would  be  exerted  to  oppress 
individuals  and  injure  the  public  generally.  Although  de- 
bates may  not  be  used  as  a  means  for  interpreting  a  statute 
{United  States  ▼.  Trana-Missouri  Freight  Association^  166 
n.  S.  818,  and  cases  cited)  that  rule  in  the  nature  of  things 
is  not  violated  by  resorting  to  debates  as  a  means  of  ascertein- 
ing  the  environment  at  the  time  of  the  enactment  of  a  par- 
tijcular  law;  that  is,  the  history  of  the  period  when  it  was 
adopted. 

There  can  be  no  doubt  that  the  sole  subject  with  which 
the  first  section  deals  is  restraint  of  trade  as  therein  contem- 
plated, and  that  the  attempt  to  monopolize  and  monopoliza- 
tion is  the  subject  with  which  the  second  sec[51]ti(m  is 
concerned.  It  is  certain  that  those  term^  at  least  in  their 
mdimieaatary  meaningi  took  their  origin  in  the  oonunon  law, 
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and  were  also  familiar  in  the  law  of  this  ooimtrf  prior  to 
and  at  the  time  of  the  adoption  of  the  act  in  question. 

We  shall  endeavor  then,  first  to  seek  their  meaning,  not  by 
indulging  in  an  elaborate  and  learned  analysis  of  the  Eng- 
lish law  and  of  the  law  of  this  country,  but  by  making  a 
very  brief  reference  to  the  elementary  and  indiaputaUe 
conceptions  of  both  the  English  and  American  law  on  the 
subject  prior  to  the  passage  of  the  Anti-Trust  Act 

(a)  It  is  certain  that  at  a  very  remote  period  the  words 
^^  contract  in  restraint  of  trade "  in  England  came  to  refer 
to  some  voluntary  restraint  put  by  contract  by  an  individual 
on  his  right  to  carry  on  his  trade  or  calling.  Originally  all 
such  contracts  w^e  considered  to  be  illegal,  because  it  was 
deemed  they  were  injurious  to  the  public  as  'Well  as  to  the 
individuals  who  made  them.  In  the  interest  of  the  freed<»Di 
of  individuals  to  contract  this  doctrine  was  modified  so  that 
it  was  only  when  a  restraint  by  contract  was  so  general  as  to 
be  coterminous  with  the  kingdom  that  it  was  treated  as  void. 
That  is  to  say,  if  the  restraint  was  partial  in  its  operaticm  and 
was  otherwise  reasonable  the  contract  was  held  to  be  valid: 

(b)  Monop<dies  were  defined  by  Lord  Coke  as  follows: 

"'A  monopoly  Is  an  institution,  or  aUowance  by  the  king  by  hl^ 
grant,  commission,  or  otherwise  to  any  person  or  persons,  bodies 
politic  or  corporate,  of  or  for  the  sole  boylnsr  seUing,  making,  wozt- 
Ing,  or  using  of  anyliiing,  whereby  any  person  or  persons,  bodies  politic 
or  corporate,  are  sought  to  be  restrained  of  any  freedom  or  liberty 
that  they  had  before,  or  hindered  in  their  lawful  trade.*  (8  Inst 
181,  c.  85.)" 

Hawkins  thus  defined  them : 

'"A  monopoly  is  an  allowance  by  the  king  to  a  particular  person 
or  persons  of  the  sole  buying,  selling,  making,  [52]  working,  or  using 
of  anything  wherdby  the  subject  in  general  is  restrained  from  the 
freedom  of  manufacturing  or  trading  which  he  had  belora'  (Hawk. 
P.  O.  bk.  1,  c.  29.)  " 

The  frequent  granting  of  monopolies  and  the  struggle 
which  led  to  a  denial  of  the  power  to  create  them,  that  is  to 
say,  to  the  establishment  that  they  were  incompatible  with 
the  English  constitution  is  known  to  all  and  need  not  be 
reviewed.  The  evils  which  led  to  the  public  outcry  against 
monopolies  and  to  the  final  denial  of  the  power  to  makJB 
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thfiB:  miy  be  thus  mmiikftrily  stated:  (1)  The  power  whioh 
the  monopoly  gave  to.  the  onei  who  enjoyed  it  to  fix  the  prioe 
9iid  thereby  injure  the  puUio;.  (2)  the  power  which  it  en-^ 
gendered  of  eiuUiling  a  limitation  on  production;  and,  (8) 
the  danger  of  deterioration  in  quality  of  the  monopoliaed 
artide  whioh  it  was  deemed  was  the  inevitable  resultant  of 
the  monopolistic  control  o^er  its  prodiiotiim  and  dale;  Ais 
moDopQly  as  thus  conceived  embraced  only  a  xxmsequenoe 
aiisiBg  frcMDi  an  exertion  of  sovcMigh  power,  no  express  re* 
strictions  or  prdiibitions  obtained  against  the  creation  by 
an  individual  of  a.  u^nppoly,  as  suQt^  .  But  as  i^  .wasi  ^n- 
sidered,  at. least  so  far  as  the  necessaries  of  lifis  wem  com 
oemed,  that  individuals  by  thie  abuse  of  th^  right  to 
contract  might  be  able  to  tisurp  the  power  arbitrarily  to 
enhance  prices,  one  of  the  wrongs  arising  from  monopoly, 
it  came  to  be  that  law?  were  passed  relating  to  offenses  such 
as  forestalling,  regrating  and  engrossing  by  which  prohibi- 
tions were  placed  upon  the  power  of  individuals  to  d^l 
under  such  circumstances  and  conditions  as,  according  to  the 
conception  of  the  times,  created  a  presumption  that  the 
dealings  were  not  simply  the  honest  eieertion  of  one's  right 
to  contract  for  his  own  benefit  nnaooompanied  by  a  wrongful 
motive  to  injure  others,  but  wore  the  consequence  of  a  eon- 
tmct  or  coiurse  of  dealing  of  such  a  character  as  to  give  rise 
to  the  presumption  of  an  intent  to  injure  others  through  the 
means,  for  instance,  of  a  monopolistic  increase  of  prices. 
[58]  This  is  illustrated  by  the  definition  of  engrossing 
found  in  the  statute,  5  and  6  £dw.  VI,  ch.  14,  as  follows: 

"  Wbatsoever  person  or  persons  •  •  •  shall  engross  or  get  into 
his  or  their  hanas  by  buying,  contracting,  or  promise^taking,  other 
than  by  demise,  grant,  or  lease  of!  land,  or  tithe,  any  corn  growing  In 
tlM  flelds,  or  any  other  com  or  grain,  butter,  cheese,  fish,  or  other  de^d 
Tictoal,  whatsoeyer,  within  the  realm  of  BngUnd,  to  the  intent  to 
seU  the  same  again,  shaU  be  accepted,  reputed,  and  taken  an  nnlawfol 
engrosser  or  engrossers.** 

.  As  by  the  statutes  providing  against  engrossing  the  quan- 
tity engrossed  was  not  required  to  be  the  whole  or  a  proxi- 
mate part  of  the  whole  of  an  article,  it  is  dear  that  there 
was  ^  ^ide  difference  between  monopoly  and  epgroesing,  ^x^ 
But  as  the  principal  wrong  which  it  was  deemed  would  re^ 
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salt  ir«n  monopoliy',  that  is,  an  enhsnoeinent  of  llie  pme, 
was  the  same  wrong  to  which  k  was  thought  the  prohibited 
engpossmaent  would  give  riae,  it  came  to  pass  that  monopoly 
and  engrossing  were  regarded  as  virtually  one  and  the  same 
thing.  In  other  words,  the  prohibited  act  of  ^ogroBsiDg  be* 
miuse  of  its  inevitable  aec(»nplishment  of  one  of  the  evils 
deemed  to  be  engendered  by  monopoly,  oame  to  be  refarrsd 
to  as  being  a  monopoly  or  constituting  an  attempt  to  monopo* 
liJBc.  Thus  Pollezfen,  in  his  argument  in  East  India  Com- 
pany  V.  Sandys^  Skin.  165, 169,  said: 

''  By  common  law,  he  nld  tbat  trade  le  free,  and  for  tliat  cited  8 
Inat  81;  F.  B.  65;  1  RdL  4;  that  the  common  law  Is  as  much  against 
'  monQp(Aj  *  as  '  engrossins;'  and  tliat  they  differ  only^  that  a  '  monop- 
olj '  Is  by  patent  from  the  ldn&  the  other  ia  by  the  act  of  the  subject 
between  party  and  party;  but  that  the  mischiefs  are  the  same  from 
both,  and  there  is  the  same  law  against  both.  Moore,  673 ;  U  Rep.  84. 
The  sole  trade  of  anything  is  '  engrossing '  ex.  rei  natnra,  for  whoso- 
OFer  hath  the  sole  trade  of  baying  and  selling  hath  '  engvoased '  that 
trade;  and  who[M]soe^ier  hath  the  sole  trade  to  any  country,  hath 
the  sole  trade  of  buying  and  selling  the  produce  of  that  countzy,  at 
his  own  price,  which  is  an  '  engrossing.' " 

And  by  operation  of  the  mental  process  which  led  to  con- 
sidering as  a  monopoly  acts  which  although  they  did  not  con- 
stitute a  monopoly  were  thought  to  produce  some  of  its  bane- 
ful effects,  so  also  because  of  the  impediment  or  burden  to 
the  due  course  of  trade  which  they  produced,  such  acts  came 
to  be  referred  to  as  in  restraint  of  trade.  This  is  shown  by 
my  Lord  Coke's  definition  of  monopoly  as  being  ^  an  institu- 
tion or  allowance  *  *  *  whereby  any  person  or  persons, 
bodies  politic  or  corporate,  are  sought  to  be  restrained  of  any 
freedom  or  liberty  that  they  had  before  or  hindered  in  their 
lawful  trade."  It  is  illustrated  also  by  the  definition  which 
Hawkins  gives  of  monopoly  wherein  it  is  said  that  the  effect 
of  monopoly  is  to  restrain  the  citizen  "  from  the  freedom  of 
manufacturing  or  trading  which  he  had  before."  And  see 
especially  the  opinion  of  Parker,  C.  J.,  in  Mitchell  v.  Rey- 
nolds  (1711),  1  P.  Williams,  181,  where  a  classification  is 
made  of  monopoly  which  brings  it  generically  within  the 
descripticMi  of  r^raint  of  trade. 

Generalizing  these  considerations,  the  situation  is  this: 
(1)  That  by  the  common  law  monopolies  were  unlawful  he- 
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eaoBB  of  their  restriction  upon  in^vidual  freedom  of  con- 
tract and  then*  injury  to  the  public;  (2)  that  as  to  neces- 
aaries  of  life  the  freedcxn  of  the  individual  to  deal  was  re- 
atrieted  where  the  nature  and  character  of  the  dealing  was 
such  as  to  engender  the  presuttiption  of  intent  tb  bring  about 
at  least  one  of  the  injuries  which  it  was  deemed  would  result 
from  monopoly,  that  is  an  undue  enhancement  of  price;  (3) 
that  to  protect  the  freedom  of  contract  of  the  individual  not 
only  in  his  own  interest,  but  principally  in  the  interest  of 
the  common  weal,  a  contract  of  an  individual  by  which  he 
put  an  unreasonable  restraint  upon  himself  as  to  carrying  on 
his  trade  or  busi{56]nes8  was  void.  And  that  at  common 
law  the  evils  consequent  upon  engrossing,  etc,  caused  those 
things  to  be  treated  as  coming  within  monopoly  and  some- 
times to  be  called  monopoly  and  the  same  considerations 
caused  monopoly  because  of  its  operation  and  effect,  to  be 
brought  within  and  spoken  of  generally  as  impeding  the  due 
course  of  or  being  in  restraint  of  trade. 

From  the  development  of  more  accurate  economic  concep- 
tions and  the  changes  in  conditions  of  society  it  came  to  be 
recognized  that  the  acts  prohibited  by  the  engrossing,  fore- 
stalling, etc,  statutes  did  not  have  the  harmful  tendency 
which  they  were  presumed  to  have  when  the  legislation 
concerning  them  was  enacted,  and  therefore  did  not  justify 
the  presumption  which  had  previously  been  deduced  from 
them,  but,  on  the  contrary,  such. acts  tended  to  fructify  and 
develop  trade.  See  the  statutes  of  12th  George  III,  dtu  71, 
enacted  in  1772,  and  statute  of  7  and  8  Victoria,  ch.  24, 
enacted  in  1844,  repealing  the  prohibitions  against  engross- 
ing, forestalling,  etc,  upon  the  express  ground  that  the  pro- 
hibited acts  had  come  to  be  considered  as  favorable  to  the 
development  of  and  not  in  restraint  of  trade.  It  is  remark- 
able that  nowhere  at  common  law  can  there  be  found  a 
prohibition  against  the  cr^tion  of  monopoly  by  an  individ- 
ual. This  would  seem  to  manifest,  dther  consciously  or 
intuitively,  a  profound  conception  as  to  the  inevitable 
operation  of  economic  forces  and  the  equipoise  or  balance  in 
favor  of  the  protection  of  the  rights  of  individuals  which 
resulted.    That  is  to  say,  as  it  was  deemed  that  monopoly 
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in  the  concrete  could  only  aiiae  from  an  act  of  A>yereigB 
power,  and,  sudi  sovereign  power  being  Restrained,  prohibi- 
tions as  to  individuals  were  directed,  not  against  the  creation 
of  monopoly,  but  were  only  applied  to  such  acts  in  txJation 
to  particular  subjects  as  to  which  it  was  deemed,  if  not 
restrained,  some  of  the  consequences  of  monopoly  might 
result.  After  all,  this  was  but  an  instinctive  recc^pition  [66] 
of  the  truisms  that  the  course  of  trade  could  not  be  made 
free  by  obstructing  it,  and  that  an  individual's  right  to  trade 
could  not  be  protected  by  destroying  sucli  right 

From  the  review  just  made  it  clearly  results  that  outside 
of  the  restrictions  resulting  from  the  want  of  power  in  an 
individual  to  voluntarily  and  unreasonably  restrain  his  right 
to  carry  on  his  trade  or  business  and  outside  of  the  want  of 
right  to  restrain  the  free  course  of  trade  by  contracts  or  acts 
which  implied  a  wrongful  purpose,  freedom  to  contract  and 
to  abstain  from  contracting  and  to  exercise  every  reasonable 
right  incident  thereto  became  the  rule  in  the  English  law. 
The  scope  and  effect  of  this  freedom  to  trade  and  contract  is 
clearly  shown  by  the  decision  in  Mogvl  Steamship  Co.  v. 
McOregar  (1892),  A.  C.  26w  While  it  is  true  that  the  de- 
cision of  the  House  of  Lords  in  the  case  in  question  was 
announced  shortly  after  the  passage  of  the  Anti-Trust  Act, 
it  serves  reflexly  to  show  the.  exact  state  of  the  law  In  Eng- 
land at  the  time  the  anti-trust  statute  was  enacted. 

In  this  country  also  the  acts  from  which  it  was  deemed 
there  resulted  a  part  if  not  all  of  the  injurious  consequences 
ascribed  to  monopoly,  came  to  be  referred  to  as  a  monopoly 
itself.  In  other  words^  here  as  had  been  the  case  in  England, 
practical  common  sense  caused  attention  to  be  concentrated 
not  upon  the  theoretically  correct  name  to  be  given  to  the 
condition  or  acts  which  gave  rise  to  a  harmful  result,  but 
to  the  result  itself  and  to  the  remedying  of  the  evils  which 
it  produced.  The  statement  just  made  is  illustrated  by  an 
early  statute  of  the  Province  of  Massachusetts,  that  is,  chap. 
81  of  the  laws  of  1778-1779,  by  which  monopoly  and  fore- 
stalling were  expressly  treated  as  one  and  the  same  thing.    , 

It  is  also  true  that  while  the  principles  concerning  .con- 
tracts in  restraint  of  trade,  that  is,  voluntary  restraint  put 
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by  a  peFBon  on  his  right  to  pursae  his  calling,  henbe  only 
operating  subjectivdy,  came  generally  to  be .  recognized 
[67]  in  accordance  with  the  English  role,  it  came  moreover 
to  pass  that  contracts  or  acts  which  it  was  considered  had  a 
monopolistic  tendency,  especially  those  which  were  thought 
to  unduly  diminish  competition  and  hence  to  enhance 
prices — in  other  words,  to  monopolize— <same  also  in  a  generic 
sense  to  be  spoken  of  and  treated  as  they  had  been  in  Eng*- 
laiKl,.as  restricting  the  due  course  of  trade,  and  therefore, 
as  being  in  restraint  of  trade.  The  dread  of  monopoly  as 
an  emanation  of  governmental  power,  while  it  passed  at  an 
early  date  out  of  mind  in  this  country,  as  a  result  of  the 
structure  of  our  Government,  did  not  serve  to  assuage  the 
fear  as  to  the  evil  consequences  which  might  arise  from  the 
acts  of  individuals  producing  or  tending  to  produce  the  con- 
sequences of  monopoly.  It  resulted  that  treating  such  acts  as 
we  have  said  as  amounting  to  monopoly,  sometimes  constitu- 
tional restrictions,  again  legislative  enactments  or  judicial  de- 
cisions, served  to  enforce  and  illustrate  the  purpose  to  prevent 
the  occurrence  of  the  evils  recognized  in  the  mother  country 
as  consequent  upon  monopoly,  by  providing  against  contracts 
or  acts  of  individuals  or  combinations  of  individuals  or 
corporations  deemed  to  be  conducive  to  such  results.  To 
refer  to  the  constitutional  or  legislative  provisions  on  the 
subject  or  many  judicial  decisions  which  illustrate  it  would 
unnecessarily  prolong  this  opinion.  We  append  in  the  mar- 
gin  a  note  to  treatises,  etc,  wherein  are  contained  references 
to  constitutional  and  statutory  provisions  and  to  numerous 
decisions,  etc.,  relating  to  the  subject.' 

It  will  be  found  that  as  modem  conditicms  arose  the  trend 
of  legislation  and  judicial  decision  came  more  and  more  to 
adapt  the  recognized  restrictions  to  new  manifestations  of 
conduct  ov  of  dealing  which  it  was  thought  [58]  justified 
the  inference  of  intent  to  do  the  wrongs  which  it  had  been 
the  purpose  to  prevent  from  the  beginning.    The  evolution 

•Purdy'B  Beach  on  Private  Corporadotis,  vol.  2,  pp.  1403,  et  aeq., 
chapter  on  Trosta  and  Monopolies;  Oooke  on  Trade  and  Labor  Oom- 
blnatlonB,  App.  II,  pp.  194-195;  Am.  &  Boa.  Bncy.  Law,  2d  ed.,  articla. 
**  ICoQopoUea  and  Tmata,"  pp.  844,  et  seq. 
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is  dearly  pointed  out  in  National  Cotton  OH  Co.  v.  TeoMs^ 
197  n.  S.  115,  and  Shawnee  Compreaa  Co.  y.  Ander$on^  200 
U.  S.  488;  and,  indeed,  will  be  found  to  be  illustr»ted  in 
various  aspects  by  the  decisions  of  this  court  which  have 
been  concerned  with  the  enforcement  of  the  act  we  are  now 
considering. 

Without  going  into  detail  and  but  very  briefly  surveying 
the  whole  field,  it  may  be  with  accuracy  said  that  the  dread 
of  raihaneement  of  prices  and  of  other  wrongs  which  it  was 
thought  would  flow  from  the  undue  limitation  on  competitive 
conditions  caused  by  contracts  or  other  acts  of  individuals 
or  corporations,  led,  as  a  matter  of  public  policy,  to  the  pro- 
hibition or  treating  as  illegal  all  contracts  or  acts  which 
were  unreasonably  restrictive  of  competitive  conditions, 
either  from  the  nature  or  character  of  the  contract  or  act  or 
where  the  surrounding  circumstances  were  such  as  to  justify 
the  conclusion  that  they  had  not  been  entered  into  or  per- 
formed with  the  legitimate  purpose  of  reasonably  forward- 
ing personal  interest  and  developing  trade,  but  on  the  con- 
trary were  of  such  a  character  as  to  give  rise  to  the  inference 
or  presumption  that  they  had  been  entered  into  or  done  with 
the  intent  to  do  wrong  to  the  general  public  and  to  limit 
the  right  of  individuals,  thus  restraining  the  free  flow  of 
commerce  and  tending  to  bring  about  the  evils,  such  as  en- 
hancement of  prices,  which  were  considered  to  be  against 
public  policy.  It  is  equally  true  to  say  that  the  survey  of 
the  legislation  in  this  country  on  this  subject  from  the  be- 
ginning will  show,  depending  as  it  did  upon  the  economic 
conceptions  which  obtained  at  the  time  when  ihe  legislation 
was  adopted  or  judicial  decision  was  rendered,  that  con- 
tracts or  acts  were  at  one  time  deemed  to  be  of  such  a  char- 
acter as  to  justify  the  inference  of  wrongful  intent  which 
were  at  another  period  thought  not  to  be  [69]  of  that  char- 
acter. But  this  again,  as  we  have  seen,  simply  followed  the 
line  of  development  of  the  law  of  England. 

Let  us  consider  the  language  of  the  first  and  second  sec- 
tions, guided  by  the  principle  that  where  words  are  employed 
in  a  statute  which  had  at  the  time  a  well-known  meaning  at. 
common  law  or  in  the  law  of  this  country  they  are  presumed 


Digitized  by  VjOOQIC 


BTANBABD  OIL  OO.  V.  TTHITBD  STATES.  129 

Optnicm  Of  ih%  Ooort 

to  have  been  used  in  that  sense  unless  the  context  compels 
to  the  contirary.' 

As  to  the  first  section,  the  words  to  be  interpreted  are: 

"  Bvery  contract,  combination  in  the  form  of  trust  or  otherwise,  or 
conspiracy  in  restraint  of  trade  or  commerce  *  *  *  is  hereivy 
declared  to  be  lllegaL" 

As  there  is  no  room  for  dispute  that  the  statute  was  in- 
tended to  formulate  a  rule  for  the  regulation  of  interstate 
and  foreign  commerce,  the  question  is  what  was  the  rule 
which  it  adopted? 

In  view  of  the  common  law  and  the  law  in  this  country 
as  to  restraint  of  trade,  which  we  have  reviewed,  and  the 
illuminating  effect  which  that  history  must  have  under  the 
rule  to  which  we  have  referred,  we  think  it  results : 

(a)  That  the  context  manifests  that  the  statute  was  drawn 
in  the  light  of  the  existing  practical  conception  of  the  law 
of  restraint  of  trade,  because  it  groups  as  within  that  class, 
not  only  contracts  which  were  in  restraint  of  trade  in  the 
subjective  sense,  but  all  contracts  or  acts  which  theoretically 
were  attempts  to  monopolize,  yet  which  in  practice  had  come 
to  be  considered  as  in  restraint  of  trade  in  a  broad  sense. 

(6)  That  in  view  of  the  many  new  forms  of  contracts 
and  combinations  which  were  being  evolved  from  existing 
economic  conditions,  it  was  deemed  essential  by  an  all- 
embracing  enumeration  to  make  sure  that  no  form  of  con- 
tract or  combination  by  which  an  undue  restraint  of  [60] 
interstate  or  foreign  commerce  was  brought  about  could 
save  such  restraint  from  condemnation.  The  statute  under 
this  view  evidenced  the  intent  not  to  restrain  the  right  to 
make  and  enforce  contracts,  whether  resulting  from  com- 
bination or  otherwise,  which  did  not  unduly  restrain  inter- 
state or  foreign  oonmierce,  but  to  protect  that  commerce 
from  being  restrained  by  methods,  whether  old  or  new, 
which  would  constitute  an  interference  that  is  an  undue 

restraint 

I   --  I 

•  SwearhHfen  v.  UitUea  Staiei,  lei  U.  8.  446;  VMied  States  v.  Wonff 
Kim  Arh,  169  U.  8.  649;  Keck  y.  UwUed  Biatee,  172  U.  S.  446;  Kepfm 
V.  IMM^  BtaUe,  1B6  U.  &  100,  126. 
fi*»— VOL  4—17 ^9 
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(tf)  And  as  the  oontrftcts  or  acte  embraoed  in  th«  pio* 
vision  were  not  expressly  defined,  since  the  eaameracion 
addressed  itself  simply  to  classes  of  acts,  those  classes  being 
broad  enough  to  embrace  every  conceivable  contract  or  com- 
bination which  could  be  made  concerning  trade  or  commerce 
or  the  subjects  of  such  commerce,  and  thus  caused  any  act 
done  by  any  of  the  enumerated  methods  anywhere  in  the 
whole  field  of  human  activity  to  be  illegal  if  in  restraint 
of  trade,  it  inevitably  follows  that  the  provision  necessarily 
called  for  the  exercise  of  judgment  which  required  that  some 
standard  should  be  resorted  to  for  the  purpose  of  determining 
whether  the  prohibitions  contained  in  the  statute  had  or 
had  not  in  any  given  case  been  violated.  Thus  not  specifying 
but  indubitably  contemplating  and  requiring  a  standard,  it 
follows  that  it  was  intended  that  the  standard  of  reason 
which  had  been  applied  at  the  common  law  and  in  this 
country  in  dealing  with  subjects  of  the  character  embraced 
by  the  statute,  was  intended  to  be  the  measure  used  for 
the  purpose  of  determining  whether  in  a  given  case  a  par- 
ticular act  had  or  had  not  brought  about  the  wrong  against 
which  the  statute  provided. 

And  a  consideration  of  the  text  of  the  second  section 
serves  to  establish  that  it  was  intended  to  supplement  the 
Erst  and  to  make  sure  that  by  no  possible  guise  could  the 
public  policy  embodied  in  the  first  section  be  frustrated  or 
evaded.    The  prohibitions  of  the  second  embrace — 

[#1]  ^'erery  person  who  shall  monopbllM,  or  attempt  to  monopoUBei 
or  oombine  or  conspire  with  any  other  person  or  persons,  to  monopo- 
lize any  part  of  the  trade  or  commerce  among  the  seyeral  states,  or 
with  foreign  nations,    •    •    •  ♦♦ 

By  reference  to  the  terms  of  §  8  it  is  certain  that  the  word 
person  clearly  implies  a  corporation  as  well  as  an  individual. 

The  commerce  referred  to  by  the  words  "  any  part "  con- 
strued in  the  light  of  the  manifest  .purpose  of  the  statute 
has  both  a  geographical  and  a  distributive  significance,  that 
is  it  includes  any  portion  of  the  United  States  and  any  one 
of  the  dasses  of  things  forming  a  part  of  interstate  or 
foreign  commerce. 

Undoubtedly,  the  words  "to  monopolize*'  and  "monopo- 
lize ^  as  used  in  the  section  reach  every  act  bringing  about 
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Uie  prohibited  results.  The  ambiguity,  if  any,  is  involved 
in  deteimining  what  is  intended  by  monopolize.  But  this 
ambiguity  is  readily  dispelled  in  the  light  of  the  previous 
history  of  the  law  of  restraint  of  trade  to  which  we  have 
referred  and  the  indication  which  it  gives  of  the  practical 
evolution  by  which  monopoly  and  the  acts  which  produce 
the  same  result  as  monopoly,  that  is,  an  undue  restraint  of 
the  course  of  trade,  all  came  to  be  spoken  of  as,  and  to  be 
indeed  synonymous  with,  restraint  of  trade.  In  other  words, 
having  by  the  first  section  forbidden  all  means  of  gionopo- 
lizing  trade,  that  is,  unduly  restraining  it  by  means  of  every 
contract,  combination,  eta,  the  second  section  seeks,  if  pos- 
sible, to  make  the  prohibitions  of  the  act  all  the  more  com- 
plete and  perfect  by  embracing  all  attempts  to  reach  the 
end  prohibited  by  the  first  section,  that  is,  restraints  of 
trade,  by  any  attempt  to  monopolize,  or  monopolization 
thereof,  even  although  the  acts  by  which  such  results  are 
attempted  to  be  brought  about  or  are  brought  about  be  not 
embraced  within  the  general  enumeration  of  the  first  sec- 
tion. And,  of  course,  when  the  second  section  is  thus  har- 
monized with  and  made  as  it  [63]  was  intended  to  be  the 
complement  of  the  first,  it  becomes  obvious  that  the  criteria 
to  be  resorted  to  in  any  given  case  for  the  purpose  of  ascer* 
taining  whether  violations  of  the  section  have  been  com- 
mitted, is  the  rule  of  reason  guided  by  the  established  law 
and  by  the  plain  duty  to  enforce  the  prohibitions  of  the  act 
and  thus  the  public  policy  which  its  restrictions  were  ob- 
viously tfiacted  to  subserve.  And  it  is  worthy  of  observa- 
tion, as  we  have  previously  remarked  concerning  the  com- 
mon law,  that  although  the  statute  by  the  comprehensiveness 
of  the  enumerations  embodied  in  both  the  first  and  second 
sections  makes  it  certain  that  its  purpose  was  to  prevent  un- 
due restraints  of  every  kind  or  nature,  nevertheless  by  the 
omission  of  any  direct  prohibition  against  monopoly  in  the 
concrete  it  indicates  a  eonsdousness  that  the  freed<Hn  of  the 
individual  right  to  contract  when  not  unduly  or  improperly 
exercised  was  the  most  efficient  means  for  the  prevention  of 
monopoly,  since  tbe  operation  of  the  centrifugal  and  centrip- 
etal forces  resulting  from  the  right  to  freely  contract  was 
the  means  by  which  monopoly  would  be  inevitably  prevented 
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if  no  extraneous  or  aovereign  power  imposed  it  and  no  right 
to  make  unlawful  contracts  having  a  monopolistic  tendency 
were  permitted.  In  other  words  that  freedom  to  contract 
was  the  essence  of  freedom  from  undue  restraint  on  the  right 
to  contract 

Clear  as  it  seems  to  us  is  the  meaning  of  the  provisions  of 
the  statute  in  the  light  of  the  review  whidi  we  have  made, 
nevertheless  before  definitively  applying  that  meaning  it  be- 
hooves us  to  consider  the  contentions  urged  on  one  side  or 
the  oth^  concerning  the  meaning  of  the  statute,  which,  if 
maintained,  would  give  to  it,  in  some  aspects  a  mudi  wider 
and  in  every  view  at  least  a  somewhat  different  significancei 
And  to  do  this  brings  us  to  the  second  question  which,  at 
the  outset,  we  have  stated  it  was  our  purpose  to  consider  and 
dispose  of. 

[68]  Second.  The  oanterMons  of  the  parties  aa  to  the 
meaninff  of  the  statute  and  the  deciaiona  of  this  court  relied 
upon  concerning  those  contentions. 

In  substance,  the  propositions  urged  by  the  Government 
are  reducible  to  this:  That  the  language  of  the  statute  em- 
braces every  contract,  combination,  etc.^  in  restraint  of  trade, 
and  hence  its  text  leaves  no  room  for  the  exercise  of  judg- 
ment, but  simply  imposes  the  plain  duty  of  applying  its  pro- 
hibitions to  every  case  within  its  literal  language.  The  error 
involved  lies  in  assuming  the  matter  to  be  decided.  This  is 
true  because  as  the  acts  which  may  come  under  the  classes 
stated  in  the  first  section  and  the  restraint  of  trade  to  which 
that  section  applies  are  not  specifically  enumerated  or  de- 
fined, it  is  obvious  that  judgment  must  in  every  case  be  called 
into  play  in  order  to  determine  whether  a  particular  act  is 
embraced  within  the  statutory  classes,  and  whether  if  the  act 
is  within  such  classes  its  nature  or  effect  causes  it  to  be  a  re- 
straint of  trade  within  the  intendment  of  the  act.  To  hold 
to  the  contrary  would  require  the  conclusion  either  that 
every  contract,  act  or  c(Nnbination  of  any  kind  or  nature, 
whether  it  operated  a  restraint  on  trade  or  not,  was  within 
the  statute,  and  thus  the  statute  would  be  destructive  of  all 
right  to  contract  or  agree  or  combine  in  stay  respect  what- 
ever as  to  subjects  embraced  in  interstate  trade  or  commerce, 
or  if  this  conclusion  were  not  reached,  then  the  contention 
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would  require  it  to  be  held  that  as  the  statute  did  not  define 
the  things  to  which  it  related  and  excluded  resort  to  the  only 
means  by  which  the  acts  to  whidi  it  relates  could  be  ascer- 
tained— the  light  of  reason — the  enforcement  of  the  statute 
was  impossible  because  of  its  uncertainty.  The  merely  ge- 
neric enumeration  which  the  statute  makes  of  the  acta  to 
which  it  refers  and  the  absence  of  any  definition  of  restraint 
of  trade  as  used  in  the  statute  leaves  ro.om  for  but  one  con- 
clusion, which  is,  that  it  was  expressly  designed  not  to  unduly 
limit  the  appli[64]cation  of  the  act  by  precise  definition,  but 
while  clearly  fixing  a  standard,  that  is,  by  defining  the  ul- 
terior boundaries  which  coxild  not  be  transgressed  with  im- 
punity, to  leave  it  to  be  determined  by  the  light  of  reason, 
guided  by  the  principles  of  law  and  the  duty  to  apply  and 
enforce  the  public  policy  embodied  in  the  statute,  in  every 
given  case  whether  any  particular  act  or  contract  was  within 
the  contemplation  of  the  statute. 

But,  it  is  said,  persuasive  as  these  views  may  be,  they  may 
not  be  here  applied,  because  the  previous  decisions  of  this 
court  have  given  to  the  statute  a  meaning  which  expressly 
excludes  the  construction  which  must  result  from  the  reason- 
ing stated.  The  cases  are  United  States  v.  Freight  Aieod- 
atiouy  166  U.  S-  290,  and  United  States  v.  Joint  Traffic  Asso- 
ciatior^  171  U.  S.  505.  Both  the  cases  involved  the  legality 
of  combinations  or  associations  of  railroads  engaged  in  inter- 
state commerce  for  the  purpose  of  controlling  the  conduct  of 
the  parties  to  the  association  or  combination  in  many  partic- 
ulars. The  association  or  combination  was  assailed  in  each 
case  as  being  in  violaton  of  the  statute.  It  was  held  that 
they  were.  It  is  undoubted  that  in  the  opinion  in  each  case 
general  language  was  made  use  of,  whidb,  when  separated 
from  its  context,  would  justify  the  conclusion  that  it  was  de- 
cided that  reason  could  not  be  resorted  to  for  the  purpose  of 
determining  whether  the  acts  complained  of  were  within  the 
statute.  It  is,  however,  also  true  that  the  nature  and  char- 
acter of  the  contract  or  agreement  in  each  case  was  fully  re- 
ferred to  and  suggestions  as  to  their  unreasonableness  pointed 
out  in  order  to  indicate  that  they  were  within  the  prohibi- 
tions of  the  statute.  As  the  cases  cannot  by  any  possible  con- 
ception be  treated  as  authoritative  without  the  certitude  that 
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reason  was  resMted  to  for  the  purpose  of  deciding  them,  it 
follows  as  a  matter  of  course  that  it  must  have  been  held  by 
the  light  of  reason,  since  the  conclusion  could  not  have  been 
otherwise  reached,  that  the  assailed  [65]  contracts  or  agree- 
ments were  within  the  general  enumeration  of  the  statute, 
and  that  their  operation  and  effect  brought  about  the  restraint 
of  trade  which  the  statute  prohibited.  This  being  inevitable, 
the  deduction  can  in.reason  only  be  this :  That  in  the  cases  re- 
lied upon  it  having  been  found  that  the  acts  complained  of 
were  within  the  statute  and  operated  to  produce  the  injuries 
which  the  statute  forbade,  that  resort  to  reason  was  not  per- 
missible in  order  to  allow  that  to  be  done  which  the  statute 
prohibited.  This  being  true,  the  rulings  in  the  cases  relied 
upon  when  rightly  appreciated  were  therefore  this  and  noth- 
ing more:  That  as  considering  the  contracts  or  agreements, 
their  necessary  effect  and  the  character  of  the  parties  by  whom 
they  were  made,  they  were  clearly  restraints  of  trade  within 
the  purview  of  the  statute,  they  could  not  be  taken  out  of  that 
category  by  indulging  in  general  reasoning  as  to  the  expedi- 
ency or  non-expediency  of  having  made  the  contracts  or  the 
wisdom  or  want  of  wisdom  of  the  statute  which  prohibited 
their  being  made^  That  is  to  say,  the  cases  but  decided  that 
the  nature  and  character  of  the  contracts,  creating  as  they 
did  a  conclusive  presumption  which  brought  them  within  the 
statute,  such  result  was  not  to  be  disregarded  by  the  substi- 
tution of  a  judicial  appreciation  of  what  the  law  ought  to  be 
for  the  plain  judicial  duty  of  enforcing  the  law  as  it  was 
made. 

But  aside  from  reasoning  it  is  true  to  say  that  the  cases 
relied  upon  do  not  when  rightly  construed  sustain  the  doc- 
trine contended  for  is  established  by  all  of  the  numerous  de- 
cisions of  this  court  which  have  appKed  and  enforced  the 
Anti-Trust  Act,  since  they  all  in  the  very  nature  of  things 
rest  upon  the  premise  that  reason  was  the  guide  by  which 
the  provisions  of  the  act  were  in  every  case  interpreted.  In- 
deed intermediate  the  decision  of  the  two  cases,  that  is,  after 
the  decision  in  the  Freight  Association  case  and  before  the 
decision  in  the  Joint  Traffic  case^  ihe  case  of  Hopkins  v. 
United  States j  171  U.  S.  678,  was  de[66]cided,  the  opinion 
being  delivered  by  Mr.  Justice  Peckham,  who  wrote  both  the 
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opimoDB  in  the  Freight  ABsomation  and  the  Joint  Traffic 
cases.    And,  referring  in  the  HofkifM  com  to  the  bromd 
claim  made  as  to  the  rule  of  interpretation  announced  in  the 
Freight  Association  case^  it  was  said  (p.  892)  : 

'*  To  treat  as  condemned  by  the  act  all  agreements  under  which,  as 
a  result,  the  cost  of  conducting  an  Interstate  commercial  buslnesB  may 
be  Increased  would  enlarge  the  aniUcation  of  the  act  far  b^ond  tiie 
fair  meaning  of  the  language  used.  There  must  be  some  direct  and 
immediate  effect  upon  interstate  commerce  in  order  to  come  within 
the  act" 

And  in  the  Joint  Traffic  case  this  statement  was  expressly 
reiterated  and  approved  and  illustrated  by  example;  like 
limitation  on  the  general  language  used  in  Freight  Associa- 
tion and  Joint  Traffic  cases  is  also  the  clear  result  of  Bement 
y.  National  Harrow  Oo.^  186  U.  S.  70,  9%  and  especially  of 
Cincinnati  Packet  Co.  v.  Bay^  200  U.  S.  179. 

If  the  criteri<Hi  by  which  it  is  to  be  detenniaed  in  all  case3 
whether  every  contract,  combination,  etc,  is  a  restraint  of 
trade  within  the  intendment  of  the  law,  is  the  direct  or  in> 
direct  effect  of  the  acts  involved,  then  of  course  the  rule  of 
reason  becomes  the  guide,  and  the  construction  whidi  we 
have  given  the  statute,  instead  of  being  refuted  by  the  cases 
relied  upon,  is  by  those  cases  demonstrated  to  be  correct 
This  is  true,  because  as  the  construction  which  we  have  de- 
duced from  the  history  of  the  act  and  the  analysis  of  its  text 
is  simply  that  in  every  case  where  it  is  claimed  that  an  act 
or  acts  are  in  violation  of  the  statute  the  rule  of  reason,  in 
the  light  of  the  principles  of  law  and  the  public  policy  which 
the  act  embodies,  must  be  applied.  From  this  it  follows, 
since  that  rule  and  the  result  of  the  test  as  to  direct  or  indi- 
rect, in  their  ultimate  aspect,  come  to  one  and  the  same  thing, 
that  the  difference  between  the  two  is  therefore  only  that 
wUeh  obtains  between  things  which  do  not  differ  at  all. 

[C7]  If  it  be  true  that  there  is  this  identity  of  result 
between  the  rule  intended  to  be  applied  in  the  Freight  Asso- 
ciation  case,  that  is,  the  rule  of  direct  and  indirect,  and  the 
rule  of  reason  which  under  the  statute  as  we  construe  it 
should  be  here  applied,  it  may  be  asked  how  was  it  that  in 
the  opinion  in  the  Freight  Association  case  much  considera- 
tion was  given  to  the  subject  of  whether  the  agreement  or 
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combination  which  was  inyolved  in  that  case  could  be  taken 
out  of  the  prohibitions  of  the  statute  upon  the  theory  of  its 
reasanableness.  The  question  is  pertinent  and  must  be  fullj 
and  frankly  met^  for  if  it  be  now  deemed  that  the  Freight 
Aisodation  ease  was  mistakenly  decided  or  too  broadly 
stated,  the  doctrine  which  it  announced  should  be  either 
eizpresBly  overruled  or  limited. 

The  confusion  which  gives  rise  to  the  question  results  from 
failing  to  distinguish  between  the  want  of  power  to  take  a 
case  which  by  its  terms  or  the  circumstances  which  sur- 
rounded it,  considering  among  such  circumstances  the  charac- 
ter of  the  parties,  is  plainly  within  the  statute,  out  of  the 
operation  of  the  statute  by  resort  to  reason  in  effect  to 
establish  that  the  contract  ought  not  to  be  treated  as  within 
the  statute,  and  the  duty  in  every  case  where  it  becomes 
necessary  from  the  nature  and  character  of  the  parties  to 
decide  whether  it  was  within  the  statute  to  pass  upon  that 
question  by  the  light  of  reason.  This  distinction,  we  think, 
serves  to  point  out  what  in  its  ultimate  conception  was  the 
thought  underlying  the  reference  to  the  rule  of  reason  made 
in  the  Freight  Asiociation  ease,  especially  when  such  refer- 
ence is  interpreted  by  the  context  of  the  opinion  and  in  the 
light  of  the  subsequent  opinion  in  the  HopMM  ease  and  in 
Otneimutti  Packet  Gompam/  v.  Bay^  200  U.  S.  179. 

And  in  order  not  in  the  slightest  degree  to  be  wanting  in 
frankness,  we  say  that  in  so  far,  however,  as  by  separating 
the  general  language  used  in  the  opinions  in  the  Freight 
Association  and  Joint  Traffic  cases  from  the  con-  [68]  text 
and  the  subject  and  parties  with  which  the  cases  were  con- 
cerned, it  may  be  conceived  that  the  language  referred  to 
conflicts  with  the  c^mstruction  which  we  give  the  statute, 
they  are  necessarily  now  limited  and  qualified.  We  see  no 
possible  escape  from  this  conclusion  if  we  are  to  adhere  to 
the  many  cases  decided  in  this  court  in  which  the  Anti-Trust 
Law  has  been  applied  and  enforced  and  if  the  duty  to  apply 
and  enforce  that  law  in  the  future  is  to  continue  to  exist. 
The  first  is  true,  because  the  construction  which  we  now  give 
the  statute  does  not  in  the  slightest  degree  conflict  with  a 
single  previous  case  decided  concerning  the  Anti-Trust  Law 
aside  from  the  contention  as  to  the  Freight  AssociaUon  and 
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Joint  Trafie  coub^  ai^d  because  eveiy  one  of  thoee  caaee 
applied  the  rule  of  reason  for  the  purpose  of  detennining 
whether  the  subject  before  the  court  was  within  the  statute. 
The  second  is  also  true»  since,  as  we  have  already  pointed 
oxAj  unaided  by  the  light  of  reason  it  is  impossible  to  under- 
stand how  the  statute  may  in  the  future  be  enforced  and  the 
public  policy  which  it  establishes  be  made  efficacioua 

So  far  as  the  objections  of  the  defendants  are  concerned 
they  are  all  embraced  under  two  headings: 

(a)  That  the  act,  even  if  the  averments  of  the  bill  be  true, 
cannot  be  constitutionally  applied,  because  to  do  so  would 
extend  the  power  of  Congress  to  subjects  dehors  the  reach  of 
its  authority  to  regulate  commerce,  by  enabling  that  body 
to  deal  witli  mere  questions  of  production  of  commodities 
within  the  States.  But  all  the  structure  upon  which  this 
argument  proceeds  is  based  upon  the  decision  in  United 
States  V.  E.  C.  Kmght  Go^  166  U.  S.  1.  The  view,  however, 
which  the  argument  takes  of  tJiat  case  and  the  arguments 
based  upon  that  view  have  been  so  repeatedly  pressed  upon 
this  court  in  connection  with  the  interpretation  and  enforce- 
ment of  the  Anti-Trust  Act,  and  have  been  so  necessarily  and 
expressly  decided  to  be  unsound  as  to  cause  the  contentions 
to  be  plainly  foreclosed  and  to  require  no  ex [69]  press 
notice.  United  States  v.  Northern  Securities  Co.^  193  U.  S. 
197,  884;  Loewe  v.  Lawlor^  208  U.  S.  274;  Smft  dk  Co.  v. 
United  States^  196  U.  S.  375;  Montague  v.  Lowry,  193  U.  S. 
38;  Shanvnee  Compress  Co.  v.  Anderson^  209  U.  S.  428. 

{h)  Many  arguments  are  pressed  in  various  forms  of 
statement  which  in  substance  amount  to  contending  that  the 
statute  cannot  be  applied  under  the  facts  of  this  case  without 
impairing  rights  of  property  and  destroying  the  freedom  of 
contract  or  trade,  which  is  essentially  necessary  to  the  well- 
being  of  society  and  which  it  is  insisted  is  protected  by  the 
constitutional  guaranty  of  due  process  of  law.  But  the  ulti- 
mate foundation  of  all  these  arguments  is  the  assumption 
that  reason  may  not  be  resorted  to  in  interpreting  and  apply- 
ing the  statute,  and  therefore  that  the  statute  unreasonably 
restricts  the. right  to  contract  and  unreasonably  operates 
upon  the  right  to  acquire  and  hold  property.  As  the  premise 
is  demonstrated  to  be  unsound  by  the  construction  we  have 
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given  the  statute,  of  course  the  propositions  which  rest  upon 
that  premise  need  not  be  further  noticed. 

So  far  as  the  arguments  proceed  upon  the  conception  that 
in  view  of  the  generalil^  of  the  statute  it  is  not  susceptible 
of  being  enforced  by  the  courts  because  it  cannot  be  carried 
out  without  a  judicial  exertion  of  legislative  power,  they  are 
clearly  unsound.  The  statute  certainly  generically  enumer^ 
ates  the  character  of  acts  which  it  prohibits  and  the  wrong 
which  it  was  intended  to  prevent.  The  propositions  there- 
fore but  insist  that,  consistently  with  the  fundamental  prin- 
ciples of  due  process  of  law,  it  never  can  be  left  to  the 
judiciary  to  decide  whether  in  a  given  case  particular  acts 
come  within  a  generic  statutory  provision.  But  to  reduce  the 
propositions,  however,  to  this  their  final  meaning  makes  it 
dear  that  in  substance  they  deny  the  existence  of  essential 
legislative  authority  and  challenge  the  right  of  the  judiciary 
to  perform  duties  which  that*  department  of  the  government 
has  exerted  from  [70]  the  beginning.  This  is  so  clear  as  to 
require  no  elaboration.  Yet,  let  us  demonstrate  that  which 
needs  no  demonstration,  by  a  few  obvious  examples.  Take 
for  instance  the  familiar  cases  where  the  judiciary  is  called 
upon  to  determine  whether  a  particular  act  or  acts  are  within 
a  given  prohibition,  depending  upon  wrongful  intent.  Take 
questions  of  fraud.  Consider  the  power  which  must  be  exer- 
cised in  every  case  where  the  courts  are  called  upon  to  de- 
termine whether  particular  acts  are  invalid  which  are,  ab- 
stractly speaking,  in  and  of  themselves  valid,  but  which  are 
asserted  to  be  invalid  because  of  their  direct  effect  upon 
interstate  commerce. 

We  come  then  to  the  third  proposition  requiring  consid- 
eration, viz : 

Third.  The  facts  and  the  application  of  the  statute  to 
them. 

Beyond  dispute  the  proofs  establish  substantially  as  alleged 
in  the  bill  the  following  facts: 

1.  The  creation  of  the  Standard  Oil  Company  of  Ohio; 

2.  The  organization  of  the  Standard  Oil  Trust  of  1882, 
and  also  a  previous  one  of  1879,  not  referred  to  in  the  bill, 
and  the  proceedings  in  the  supreme  court  of  Ohio,  culmi- 
nating in  a  decree  based  upon  the  finding  that  the  company 
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WM  unlawfully  a  party  to  that  tmst;  the  tnnsfo  by  the 
trustees  of  stocks  in  certain  of  the  companies;  the  contempt 
proceedings;  and,  finally,  the  increase  of  the  capital  of  the 
Standard  Oil  Company  of  New  Jersey  and  the  acquisition 
by  that  company  of  the  shares  of  the  stock  of  the  other  cor- 
porations in  exchange  for  its  certificates. 

The  vast  amount  of  property  and  the  possibilities  of 
far-reaching  control  which  resulted  from  the  facts  last 
stated  are  shown  by  the  statement  which  we  have  pre- 
viously annexed  concerning  the  parties  to  the  trust  agree- 
ment of  1882,  and  the  corporations  whose  stock  was  held 
by  the  trustees  under  the  trust  and  which  came  therefore  to 
be  held  by  the  New  Jersey  corporation.  But  these  state- 
ments do  not  with  accuracy  convey  an  appreciation  of  the 
[71]  situation  as  it  existed  at  t^e  time  of  the  entry  of  the 
decree  below,  since  during  the  more  than  ten  years  which 
elapsed  between  the  acquiring  by  the  New  Jersey  corpora- 
tion of  the  stock  and  other  property  whidi  was  formerly 
held  by  the  trustees  under  the  trust  agreement,  the  situation 
of*  course  had  somewhat  changed,  a  change  which  when  an- 
alyzed in  the  light  of  the  proof,  we  think,  establishes  that 
the  result  of  enlarging  the  capital  stock  oi  the  New  Jersey 
company  and  giving  it  the  vast  power  to  which  we  have 
referred  produced  its  normal  consequence,  that  is,  it  gave  to 
the  corporation,  despite  enormous  dividends  and  despite  the 
dropping  out  of  certain  corporations  enumerated  in  the  de- 
cree of  the  court  below,  an  enlarged  and  more  perfect  sway 
and  control  over  the  trade  and  commerce  in  petroleum  and 
its  products.  The  ultimate  situation  referred  to  will  be 
made  manifest  by  an  examination  of  §§  2  and  4  of  the  decree 
below,  which  are  excerpted  in  the  margin.^ 

•  8xc.  2.  That  the  defendants  John  D.  Rockefeller,  William  Rocke- 
feller, HexuT  H.  Rogers,  Henry  M.  Flagler,  John  D.  Arcbbold,  OliTer 
H.  Payne,  and  Charles  M.  Pratt,  hereafter  called  the  seven  IndMdnal 
defendants,  united  with  the  Standard  Oil  Company  and  other  def^d- 
ants  to  form  and  efFectnate  this  combination,  and  since  its  formation 
hare  been  and  still  are  engaged  in  carrying  it  into  effect  and  con- 
tinning  It;  that  the  defendants  Anglo-American  OU  Company  (Lim- 
ited), Atlantic  Refining  Company.  Boekeye  Pipe  Line  Company, 
Bome-Scrymser  Company*  Cheaebrough  Manufacturing  Company,  Con- 
aolMated,  Cumberland  Pipe  Line  Company,  Colonial  OU  Company, 
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[78]  Giving  to  the  lads  just  stated,  tbe  weight  which  it 
was  deemed  they  were  entitled  to,  in  the  light  afforded  by 

Continental  Oil  Company,  Crescent  Pipe  Line  Company,  Henry  C. 
Folger,  Jr.,  and  Calvin  N.  Payne,  a  copartnership  doing  business 
under  the  firm  name  and  style  of  Corsicana  Befinlng  Company, 
Bureka  Pipe  Line  Company,  Galena  Signal  Oil  Company,  Indiana 
Pipe  Line  Company,  Manhattan  Oil  Company,  National  Transit  Com- 
pany, New  York  Transit  Company,  Northern  Pipe  Line  Company, 
Ohio  Oil  Company,  Prairie  Oil  and  Oas  Company,  Security  Oil  Com- 
pany, Solar  Refining  Company,  Southern  Pipe  Line  Company,  South 
Penn  Oil  Company,  Southwest  Pennsylvania  Pipe  Lines  Company, 
Standard  Oil  Company,  of  California,  Standard  Oil  Company,  of 
Indiana,  Standard  Oil  Company,  of  Iowa,  Standard  Oil  Company,  of 
Kansas,  Standard  Oil  Company,  of  Kentucky,  Standard  Oil  Company, 
of  N^raska,  Standard  Oil  Company,  of  New  York,  Standard  Oil 
Company,  of  Ohio,  Swan  and  Finch  Company,  Union  Tank  Line  Com- 
pany, Vacuum  Oil  Company,  Wlashington  Oil  Company,  Waters-Pierce 
Oil  Omipany,  have  entered  into  and  became  parties  to  this  combina- 
tion and  are  either  actively  operating  or  aiding  in  the  operation  of  it; 
that  by  means  of  this  combination  the  defendants  named  in  this  sec- 
tion have  combined  and  conspired  to  monopolize,  have  monopolised, 
and  are  continuing  to  monopolize  a  substantial  part  of  the  commerce 
among  the  states,  in  the  territories  and  with  fbreign  nations,  in  viola- 
tion of  section  2  of  the  Anti-Trust  Act 

•  •  •  •  • 

Saa  4.  That  in  the  formation  and  extension  of  the  combination  or 
conspiracy  the  Standard  Company  has  issued  its  stock  to  the  amount 
of  more  than  $90,000,000  in  exchange  for  the  stocks  of  other  corpora- 
tions which  it  holds,  and  it  now  owns  and  controls  all  of  the  capital 
stodc  of  many  corporations,  a  majority  of  the  stock  or  controlling 
interests  in  some  corporations  and  stock  in  other  corporations  as 
fonows: 


Ntnworoompttij. 


Total 
capital 
■took. 


Owned  by 

Staodaid 

Oil 


Ando-Amerioaa  Od  Company,  LtmltBd. 

Atlantio  Baflntnc  Company 

Bome-Scnrnuer  Company 

Buokeye  ripe  Lloa  Company 

ClMaebroucD  Ifanofactunng  Company,  ConeoUdated 

Colonial  on  Company 

Oontiuntal  Oil  Coinpany 

Cresoent  Pipe  Line  Company 

Boieka  Pipe  Line  Company 

Qalana-Sinial  Oil  Company 

Indiana  FljM  Line  Company 

Lawrenoe  59ataral  Oas  Company 

Ifaboning  Oas  Foal  Company 

Monntatn  State  Gas  Company 

National  Transit  Company.... 

Mew  York  Transit  Company 


£1,000,000 
$5,000,000 

200,000 

10,000,000 

500,000 

260,000 

300,000 

S,  000, 000 

5,000,000 

10,000,000 

1,000,000 

450,000 

150,000 

500,000 

25,465,200 


J49 

S6, 000, 000 

199,700 

0,909.700 

377,700 

9M,800 

300,000 

3,000,000 

4,990,400 

7,079,000 

999,700 

450,000 

149,900 

500,000 

25,461,090 
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the  [78]  prbof  of  otiber  cognate  facts  and  droomstances,  the 
court  below  held  that  the  acts  and  dealings  established  by  the 
[74]  proof  operated  to  destroy  the  ^  potentiality  of  compe- 
tition "  which  otherwise  would  have  existed  to  such  an  extent 
as  to  cause  the  transfers  of  stock  which  were  made  to  the 
New  Jersey  corporation  and  the  control  which  resulted  over 
the  many  and  rarious  subsidiary  corporations  to  be  a  com- 
bination or  conspiracy  in  restraint  of  trade  in  violation  of  the 
first  section  of  the  act,  but  also  to  be  an  attempt  to  monopo- 
lize and  a  monopolization  bringing  about  a  perennial  viola- 
tion of  the  second  section. 


Fbotnota  eontliiiied. 


Nameofoompany 


Owned  ti7 

Standtrd 

OUCom- 

pmy. 


NorttMrn  Pipe  line        .    ^ 
Northwflstern  Ohio  Natonl  Gas  Company 

s 

la) 

) 

ky)":::: 
») 

»rk).... 

Bwvi  and  Flocli  Company 

Union  Tank  Line  Company 

Vaoonm  Oil  Company 

Waahinaton  Oil  Company 

Waren-Pieroa  Oil  Company 


That  tbe  defendant  National  Transit  Company,  which  is  owned  and 
controlled  by  the  Standard  Oil  Company  as  aforesaid,  owns  and  con- 
trols the  amounts  of  the  capital  stocks  of  the  following-named  corr 
porations  and  limited  partnerships  stated  opposite  each,  req^ectiyely» 
as  follows : 


feofOQoqNBiy* 


Total 
capital 
atodk. 


Owned  bf 

National 

Transit 


Cumberland  Pipe  Line  Company 

Xaat  Ohio  Gas  CompaBy 

Vianklin  Pipe  Compeny.  Limited. 
PmirleOtlaiidGaaOompniy 


I63S,00S 

1,000,000 

0,000,000 

60,000 

10»jOOO,ODO 


•IU,OQO 

•iOoo,m 

it,ni 

§,ooo,n§ 
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We  eee  no  cause  to  doubt  the  correctness  of  theee  eoftdu* 
sions,  considering  the  subject  from  every  aspect,  that  is,  both 
in  view  of  the  facts  establidied  by  the  record  and  the  neces- 
sary operation  and  effect  of  the  law  as  we  have  [75]  con- 
strued it  upon  the  inferences  deducible  from  the  facts,  for 
the  following  reasons : 

(a)  Because  the  unification  of  power  and  control  over  pe- 
troleum and  its  products  which  was  the  inevitable  result  of 
the  combining  in  the  New  Jersey  corporation  by  the  increase 
of  its  stock  and  the  transfer  to  it  of  the  stodcs  of  ao  many 
other  corporations,  aggregating  so  vast  a  capital,  gives  rise, 
in  and  of  itself,  in  the  abs^ice  of  countervailing  circum- 
stances, to  say  the  least,  to  the  prima  facie  presumption  of 
intent  and  purpose  to  maintain  the  dominancy  over  the  oil 
industry,  not  as  a  result  of  normal  methods  of  industrial  de- 
velopment, but  by  new  means  of  combination  which  were  re- 
sorted to  in  order  that  greater  power  might  be  added  than 

That  the  Standard  Company  hae  also  acquired  the  control  by  the 
ownership  of  its  stock  or  otherwise  of  the  Security  Oil  Company,  a 
corporation  created  under  the  laws  of  Texas,  which  owns  a  refinery  at 
Beaumont  in  that  State,  and  the  Manhattan  Oil  Company,  a  corpora- 
tion, which  owns  a  pipe  line  situated  In  the  States  of  Indiana  and 
Ohio;  that  the  Standard  Company,  and  die  corporations  and  partner- 
ships named  in  section  2,  are  engaged  in  the  various  branches  of  the 
business  of  producing,  purchasing  and  transporting  petroleum  in  the 
principal  oil-producing  districts  of  the  United  States,  in  New  York, 
Pennsylvania,  West  Virginia,  Tennessee,  Kentucky,  Ohio,  Indiana, 
Illinois,  Kansas,  Oklahoma,  Louisiana,  Texas,  Colorado,  and  Cali- 
fornia, in  shipping  and  transporting  the  oil  through  pipe  lines  owned 
or  controlled  by  these  companies  from  the  various  oil-producing  dis- 
tricts into  and  through  other  states,  in  refining  the  petroleum  and 
manufacturing  it  into  various  products,  in  shipping  the  petroleum  and 
the  products  thereof  Into  the  states  and  territories  of  the  tTnited 
States,  the  District  <tf  Columbia  and  to  foreign  nations,  in  shipping  the 
petroleum  and  its  products  in  tank  cars  owned  or  controlled  by  the 
subsidiary  companies  Into  various  states  and  territories  of  the  United 
States  and  into  the  District  of  Columbia,  and  in  selling  the  petroleum 
and  its  products  in  various  places  in  the  states  and  territories  of  the 
United  States,  in  the  District  of  Columbia  and  in  foreign  countries; 
that  the  Standard  Company  controls  the  subsidiary  companies  and 
directs  the  management  tiierecrf  so  that  none  of  the  subsidiary  com- 
panies competes  with  any  other  of  those  companies  or  with  the  Stand- 
ard Company,  but  their  trade  is  all  managed  as  that  of  a  single  person* 
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iHMold  otherwise  have  arisen  had  normal  mediods  beeoi  fol* 
lowed,  the  whole  with  the  purpose  of  excluding  others  from 
tbe  trade  and  thus  centralizing  in  the  oombinati(«i  a  perpet- 
ual coni^ol  of  the  movonents  of  petroleum  and  its  products 
in  tiie  channels  of  interstate  commerce. 

(b)  Because  the  prima  facie  presumption  of  intent  to  re- 
strain trade,  to  monopolize  and  to  bring  about  monopoliza- 
tion resulting  from  the  act  of  expanding  the  stock  of  the 
New  Jersey  corporation  and  vesting  it  with  such  vast  control 
of  the  oil  industry,  is  made  condusive  by  considering  (1)  the 
ccmduct  of  the  persons  or  corporations  who  were  mainly 
instrumental  in  bringing  about  the  extension  of  power  in 
the  New  Jersey  corporation  before  the  consummation  of  that 
result  and  prior  to  the  formation  of  the  trust  agreements  of 
1879  and  1882;  (2)  by  considering  the  proof  as  to  what  was 
done  under  those  agreements  and  the  acts  which  immediately 
preceded  the  vesting  of  power  in  the  New  Jersey  corporation 
as  well  as  by  weighing  the  modes  in  which  the  power  vested 
in  that  corporation  has  been  exerted  and  the  results  which 
have  arisen  from  it. 

Kecurring  to  the  acts  done  by  the  individuals  or  corpora- 
tions who  were  mainly  instrumental  in  bringing  about  the 
[76]  expansion  of  the  New  Jersey  corporation  during  the 
period  prior  to  the  formation  of  the  trust  agreements  of 
1879  and  1882,  including  those  agreements,  not  for  the  pur- 
pose of  weighing  the  substantial  merit  of  the  numerous 
charges  of  wrongdoing  made  during  such  period,  but  solely 
as  an  aid  for  discovering  intent  and  purpose,  we  think  no 
disinterested  mind  can  survey  the  period  in  question  with- 
out being  irresistibly  driven  to  the  conclusion  that  the  very 
genius  for  commercial  development  and  organization  which 
it  would  seem  was  manifested  from  the  beginning  soon  begot 
an  intent  and  purpose  to  exclude  others  which  was  fre- 
quently manifested  by  acts  and  dealings  wholly  inconsistent 
with  die  theory  that  they  were  made  with  the  single  con- 
ception of  advancing  the  development  of  business  power  by 
usual  methods,  but  which  on  the  contrary  necessarily  in- 
volved the  intent  to  drive  others  from  the  field  and  to  exclude 
them  from  their  right  to  trade  and  thus  accomplish  the  mas- 
tery which  was  the  end  in  view.     And,  considering  the 
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period  from  the  date  of  the  trust  agreements  of  1879  and 
1882,  up  to  the  time  of  the  expansion  of  the  New  Jersey 
corporation,  the  gradual  extension  of  the  power  over  the 
eommerce  in  oil  which  ensued,  the  decision  of  the  Supreme 
Court  of  Ohio,  the  tardiness  or  reluctance  in  conforming 
to  the  commands  of  that  decision,  the  method  first  adopted 
and  that  which  finally  culminated  in  the  plan  of  the  New 
Jersey  corporation,  all  additionally  serve  to  make  manifest 
the  continued  existence  of  the  intent  which  we  have  pre- 
viously indicated  and  which  among  other  things  impelled 
the  expansion  of  the  New  Jersey  corporation.  The  exercise 
of  the  power  which  resulted  from  that  organization  fortifies 
the  foregoing  conclusions,  since  the  development  which  came, 
the  acquisition  here  and  there  which  ensued  of  every  efiicient 
means  by  which  competition  could  have  been  asserted,  the 
slow  but  resistless  methods  which  followed  by  which  means 
of  transportation  were  absorbed  and  brought  under  control, 
[77]  the  system  of  marketing  which  was  adopted  by  which 
the  country  was  divided  into  districts  and  the  trade  in  each 
district  in  oil  was  turned  over  to  a  designated  corporation 
within  the  combination  and  all  others  were  excluded,  all  lead 
the  mind  up  to  a  conviction  of  a  purpose  and  intent  which 
we  think  is  so  certain  as  practically  to  cause  the  subject  not 
to  be  within  the  domain  of  reasonable  contention. 

The  inference  that  no  attempt  to  monopolize  could  have 
been  intended,  and  that  no  monopolization  resulted  from 
the  acts  complained  of,  since  it  is  established  that  a  very 
small  percentage  of  the  crude  oil  produced  was  controlled 
by  the  combination,  is  unwarranted.  As  substantial  power 
over  the  crude  product  was  the  inevitable  result  of  the  abso- 
lute control  which  existed  over  the  refined  product,  the 
monopolization  of  the  one  carried  with  it  the  power  to  con- 
trol the  other,  and  if  the  inference  which  this  situation  sug- 
gests were  developed,  which  we  deem  it  unnecessary  to  do, 
they  might  well  serve  to  add  additional  cogency  to  the  pre- 
sumption of  intent  to  monopolize  which  we  have  found  arises 
from  the  unquestioned  proof  on  other  subjects. 

We  are  thus  brought  to  the  last  subject  which  we  are  called 
upon  to  consider,  vLe  : 
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F^yftth.  The  remedy  to  he  admmistered. 

It  may  be  ocmoeded  that  ordinarily  where  it  was  found 
that  acts  had  been  done  in  violation  of  the  statute,  adequate 
measure  of  relief  would  result  from  restraining  the  doing  of 
such  acts  in  the  future.  Swift  v.  United  States^  196  U.  S. 
875.  But  in  a  case  like  this,  where  the  condition  which  has 
been  brought  about  in  violation  of  the  statute,  in  and  of 
itself,  is  not  only  a  continued  attempt  to  monopolize,  but 
also  a  monopolization,  the  duty  to  enforce  the  statute  re- 
quires the  application  of  broader  and  more  controlling  reme- 
dies. As  penalties  which  are  not  authorized  by  law  may  not 
be  inflicted  by  judicial  authority,  it  follows  that  to  meet  the 
situation  with  which  we  are  confronted  [78]  the  applicaticm 
of  remedies  two-fold  in  character  becomes  essential:  1.  To 
forbid  the  doing  in  the  future  of  acts  like  those  which  we 
have  found  to  have  been  done  in  the  past  whidi  would  be 
violative  of  the  statute.  2.  The  exertion  of  such  measure  of 
relief  as  will  effectually  dissolve  the  combination  found  to 
exist  in  violation  of  the  statute,  and  thus  neutralize  the  ex- 
tension and  continually  operating  force  which  the  possession 
of  the  power  unlawfully  obtained  has  brought  and  will 
continue  to  bring  about. 

In  applying  remedies  for  this  purpose,  however,  the  fact 
must  not  be  overlooked  that  injury  to  the  public  by  the 
prevention  of  an  undue  restraint  on,  or  the  monop<dization 
of  trade  or  commerce  is  the  foundation  upon  which  the 
prohibitions  of  the  statute  rest,  and  moreover  that  one  of  the 
fundamental  purposes  of  the  statute  is  to  protect,  not  to 
destroy,  rights  of  property. 

Let  us  then,  as  a  means  of  accurately  determining  what 
relief  we  are  to  afford,first  come  to  consider  what  relief  was 
afforded  by  the  court  below,  in  order  to  fix  how  far  it  is 
necessary  to  take  from  or  add  to  that  relief,  to  the  end  that 
the  prohibitions  of  the  statute  may  have  complete  and  oper- 
ative force. 

The  court  below  by  virtue  of  §§  1,  2,  and  4  of  its  decree, 

which  we  have  in  part  previously  excerpted  in  the  margin^ 

adjudged  that  the  New  Jersey  corporation  in  so  far  as  it 

held  the  stock  of  the  various  corporations,  recited  in  g§  2  and 

^5826°— VOL  4-17 ^10 


Digitized  by  VjOOQIC 


146  221  tTKtTED  STATES,  79. 

Opinion  of  the  Oonrt. 

4  of  the  decree,  or  controlled  the  same  was  a  combination  in 
violation  of  the  first  section  of  the  act,  and  an  attempt  to 
mcmopolize  or  a  monopolization  contrary  to  the  second  sec- 
tion of  the  act.  It  commanded  ^e  dissolution  of  the  com- 
bination, and  therefore  in  effect,  directed  the  transfer  by  the 
New  Jersey  corporation  back  to  the  stockholders  of  the 
various  subsidiary  corporations  entitled  to  the  same  of  the 
stock  which  had  been  turned  over  to  the  New  Jersey  com- 
pany in  exchange  for  its  stock.  To  [79]  make  this  command 
effective  §  5  of  the  decree  forbade  the  New  Jersey  corpora- 
tion from  in  any  form  or  manner  exercising  any  ownership 
or  exerting  any  power  directly  or  indirectly  in  virtue  of  its 
apparent  title  to  the  stocks  of  the  subsidiary  corporations, 
and  prohibited  those  subsidiary  corporations  from  paying 
any  dividends  to  the  New  Jersey  corporation  or  doing  any 
act  which  would  recognize  further  power  in  that  company, 
Except  to  the  extent  that  it  was  necessary  to  enable  that  com- 
pany to  transfer  the  stock.  So  far  as  the  owners  of  the  stock 
of  the  subsidiary  corporations  and  the  corporations  them- 
selves were  concerned  after  the  stock  had  been  transferred, 
§  6  of  the  decree  enjoined  them  from  in  any  way  conspiring 
or  combining  to  violate  the  act  or  to  monopolize  or  attempt 
to  monopidize  in  virtue  of  their  ownership  of  the  stock  trans- 
ferred to  them,  and  prohibited  all  agreements  between  the 
subsidi^y  corporations  or  other  stockholders  in  the  future, 
tending  to  produce  or  bring  about  further  violations  of  the 
act 

By  §  "^9  pending  the  accomplishment  of  the  dissolution  of 
the  combination  by  the  transfer  of  stock  and  until  it  was 
oonsummated,  the  defendants  named  in  §  1,  constituting  all 
the  corporations  to  which  we  have  ref^red,  were  enjoined 
from  engaging  in  or  carrying  on  interstate  commerce^  And 
by  §  9,  among  other  things  a  delay  of  thirty  days  was  granted 
for  the  carrying  into  effect  of  the  directions  of  the  decree. 

So  far  as  the  decree  held  that  the  ownership  of  the  stock 
of  the  New  Jersey  corporation  constituted  a  combination  in 
violation  of  the  first  section  and  an  attempt  to  create  m 
monopoly  or  to  monopolize  under  the  second  section  and 
commanded  the  dissoluticm  of  the  combination,  the  decree 
was  clearly  appropriate.    And  this  also  is  true  of  §  5  of  the 
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decree  which  itatrmuied  both  the  New  Jeifaey  corpoiatiLon 
and  the  snbeidiarjr  corporfitioiis  from  doing  anything  which 
would  recognize  or  giye  effect  to  further  ownership  [80]  in 
the  New  Jersey  corporation  of  the  stocks  which  were  ordered 
to  be  retransf erred. 

But  the  contention  is  thai^  in  so  far  as  the  relief  by  way  of 
injunction  which  was  awarded  by  §  6  against  the  stockhold- 
ers of  the  subsidiary  corpcMrations  or  the  subsidiary  corpora- 
tions themselves  after  the  transfer  of  stock  by  the  New 
Jersey  corporation  itas  completed  in  conformity  to  the  de- 
cree, the  relief  awalxied  was  too  broad:  a.  Because  it  was 
not  sufficiently  specific  ajid  tended  to  cause  those  who  were 
within  the  embrace  of  the  order  to  cease  to  be  under  the 
{NTotection  of  the  law  of  the  land  and  required  them  to  there 
after  ccmduct  their  business  under  the  jeopardy  of  punish- 
ments for  contempt  for  yiolating  a  general  injunction.  Neu 
Hai»en  B,  B.  v.  In^ersiaie  Oomm&rce  Gcmmisaianj  200  U.  S. 
4(ML  Besides  it  is  siid  that  the  restraint  imposed  by  §  6 — 
even  putting  out  of  view  the  consideration  just  stated — ^was 
moreoTer  calculated  to  do  injury  to  the  pilblic  and  it  may 
be  in  and  of  itself  to  produce  the  very  restraint  on  the  due 
coarse  of  trade  which  it  was  intended  to  prevent  We  say 
this  since  it  does  not  necessarily  follow  because  an  illegal 
restraint  of  trade  or  an  attempt  to  monopolize  or  a  monopo- 
lization resulted  from  the  combination  and  the  transfer  of 
the  stocks  of  the  subsidiary  corporations  to  the  New  Jersey 
corporation  that  a  like  restraint  or  attempt  to  monopolize 
or  monopolization  would  necessarily  arise  from  agreements 
bdiweoi  one  or  more  of  the  subsidiary  corporations  after 
the  transfer  of  the  stock  by  the  New  Jersey  corporation. 
For  illustration,  take  the  pipe  lines.  By  the  effect  of  the 
ttensfiBr  of  the  stock  the  pipe  lines  would  cc»ne  under  the 
control  of  various  corporaticms  instead  of  being  subjected 
to  a  uniform  control.  If  various  corpoi^tions  owning  the 
lines  determined  in  the  public  interests  to  so  combine  as  to 
make  a  continuous  line,  such  agreement  or  combination 
would  not  be  repugnant  to  the  act,  and  yet  it  might  be 
restrained  by  the  decree.  As  another  example,  take  the 
[81]  Union  Tank  Line  Company,  one  of  the  subsidiary  cor- 
porations, the  owner  practically  of  all'  the  tank  cars  in  use 
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by  the  combination.  If  no  possibility  existed  of  agreements 
for  the  distribution  of  these  cars  among  the  subsidiary  cor- 
porations, the  most  serious  detriment  to  the  public  interest 
might  result  Conceding  the  merit,  abstractly  considered, 
of  these  contentions  they  are  irrelevant  We  so  think,  since 
we  construe  the  sixth  paragraph  of  the  decree,  not  as  depriv- 
ing the  stockholders  or  the  corporations,  after  the  dissolution 
of  the  combination,  of  the  power  to  make  normal  and  lawful 
contracts  or  agreements,  but  as  restraining  them  from,  by 
any  device  whatever,  recreating  directly  or  indirectly  the 
illegal  combination  which  the  decree  dissolved.  In  other 
words  we  construe  the  sixth  paragraph  of  the  decree,  not  as 
depriving  the  stockholders  or  corporations  of  the  right  to 
live  under  the  law  of  the  land,  but  as  compelling  obedience 
to  that  law.  As  therefore  the  sixtii  paragraph  as  thus  con* 
strued  is  not  amenable  to  the  criticism  directed  against  it 
and  cannot  produce  the  harmful  results  which  the  arguments 
suggest  it  was  obviously  right  We  think  that  in  view  of  the 
magnitude  of  the  interests  involved  and  their  complexity 
that  the  delay  of  thirty  days  allowed  for  executing  the  de- 
cree was  too  short  and  should  be  extended  so  as  to  embrace 
a  period  of  at  least  six  months.  So  also,  in  view  of  the  pos- 
sible serious  injury  to  result  to  the  puUic  from  an  absolute 
cessation  of  interstate  commerce  in  petroleum  and  its  prod- 
ucts by  such  vast  agencies  as  are  embraced  in  the  combina- 
tion, a  result  which  might  arise  from  that  portion  of  the 
decree  which  enjoined  carrying  on  of  interstate  commerce 
not  only  by  the  New  Jersey  corporation  but  by  all  the  sub- 
sidiary companies  until  the  dissolution  of  the  combination 
by  the  transfer  of  the  stock  in  accordance  with  the  decree 
should  not  have  been  awarded. 

Our  conclusion  is  that  the  decree  below  was  right  and 
should  be  affirmed,  except  as  to  the  minor  matters  conoem- 
[82]ing  which  we  have  indicated  the  decree  should  be  modi- 
fied. Our  order  will  therefore  be  one  of  affirmance  with 
directions,  however,  to  modify  the  decree  in  accordance  with 
this  opinion.  The  court  below  to  retain  jurisdiction  to  the 
extent  necessary  to  compel  compliance  in  every  respect  with 
its  decree. 

And  it  is  so  ordered. 
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Mr.  Justioe  TtAHTiiN  oonourriiig  in  part,  and  dissenting 
in  park 

A  sense  of  duty  constrains  me  to  express  the  objections 
which  I  have  to  certain  declarations  in  the  opinion  just 
delivered  on  behalf  of  the  court. 

I  concur  in  holding  that  the  Standard  Ofl  Company  of 
New  Jersey  and  its  subsidiary  companies  constitute  a  c<Hn- 
bination  in  restraint  of  interstate  commerce,  and  that  they 
have  attempted  to  monopolize  and  have  monopolized  parts 
of  such  conmierce--all  in  violation  of  what  is  known  as  the 
Anti-Trust  Act  of  1890.  26  Stat  209,  c.  647.  The  evidence 
in  this  case  overwhelmingly  sustained  that  view  and  led  the 
Circuit  Court,  by  its  final  decree,  to  order  the  dissolution  of 
the  New  Jersey  corporation  and  the  discontinuance  of  the 
illegal  combination  between  that  corporation  and  its  sub- 
sidiary companies. 

In  my  judgment,  the  decree  below  should  have  been 
affirmed  without  quidification.  But  the  court,  while  affirm- 
ing the  decree,  directs  some  modifications  in  respect  of  what 
it  characterizes  as  ^  minor  matters."  It  is  to  be  apprehended 
that  those  modifications  may  prove  to  be  mischievous.  In 
saying  tUs,  I  have  particularly  in  view  the  statement  in  the 
opinion  that — 

"It  does  not  necessarily  follow  that  because  an  Illegal  restraint  of 
trade  or  an  attempt  to  monopolize  or  a  monopolization  resulted  from 
the  combination  and  the  transfer  of  the  stocks  of  the  snbsidlary 
corporations  to  the  New  Jersey  corporation,  [88]  that  a  like  restraint 
of  trade  or  attempt  to  monopolize  or  monopolization  would  neces- 
sarily arise  from  agreements  between  one  or  more  of  the  subsidiary 
corporations  after  the  transfer  of  the  stock  by  the  New  Jersey  cor- 
poration.'' 

Taking  this  language,  in  connection  with  other  parts  of 
the  opinion,  the  subsidiary  companies  are  thus,  in  effect, 
informed — ^unwisely,  I  think — ^that  although  the  New  Jersey 
corporation,  being  an  illegal  combination,  must  go  out  of 
existence,  they  may  join  in  an  agreement  to  restrain  com- 
merce among  the  States  if  such  restraint  be  not  ^  undue." 

In  order  that  my  objections  to  certain  parts  of  the  court's 
opinion  may  distinctly  appear,  I  must  state  the  circum- 
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stADOw  tmder  which  Congress  passed  the  Aali-Trust  Act, 
and  trace  the  course  of  judicial  decisicms  as  to  its  meaping 
and  scope.  This  is  the  more  necessary  because  the  court  by 
its  decision,  when  interpreted  by  the  language  of  its  opinion, 
has  not  only  upset  the  long-settled  interpretation  of  tihe  aot, 
but  has  ursurped  the  constitutional  functions  of  the  legiala- 
tive  branch  of  the  Government  With  all  due  respect  for  the 
opinions  of  others,  I  feel  bound  to  say  that  what  the  court 
has  said  may  well  cause  some  alarm  for  the  integrity  of  our 
institutions.    Let  us  see  how  the  mAtter  stands. 

All  who  recall  the  condition  of  the  country  in  1890  will 
remember  that  there  was  everywhere,  among  the  people 
generally,  a  deep  feeling  of  unrest  The  Nation  had  been  rid 
of  human  slavery — ^fortunately,  as  all  now  feel — ^but  the  con- 
viction was  universal  that  the  country  was  in  real  dan|;er 
from  another  kind  of  slavery  sought  to  be  fastened  on  the 
American  people,  namely,  the  slavery  that  would  result  from 
aggregations  of  capital  in  the  hands  of  a  few  individuals  and 
corporations  controlling,  for  their  own  profit  and  advantage 
exclusively,  the  entire  business  of  the  country,  including  the 
production  and  sale  of  the  necessaries  of  life.  Such  a  danger 
was  thought  to  be  then  [84]  imminent,  and  all  felt  that  it 
must  be  met  firmly  and  by  such  statutory  regulations  as 
would  adequately  protect  the  people  against  oppression  and 
wrong.  Congress  therefore  took  up  the  matter  and  gave  the 
whole  subject  the  fullest  consideration.  All  agreed  that  the 
National  Government  could  not,  by  legislation,  regulate  the 
domestic  trade  carried  on  wholly  within  the  several  States; 
for,  power  to  regulate  such  trade  remained  with,  because 
never  surrendered  by,  the  States.  But,  under  authority  ex- 
pressly granted  to  it  by  the  Constitution,  Congress  could 
regulate  commerce  among  the  several  States  and  with  foreign 
States.  Its  authority  to  regulate  such  commerce  was  and  is 
paramount,  due  force  being  given  to  other  provisions  of  the 
fundamental  law  devised  by  the  fathers  for  the  safety  of  the 
Government  and  for  the  protection  and  security  of  the  essen- 
tial rights  inhering  in  life,  liberty  and  property. 

Guided  by  these  considerations,  and  to  the  end  that  the 
people,  80  far  as  interstate  commerce  was  concerned,  might 
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nfit  be  dominated  by  vast  oombinatioos  wd  moQQpQlifis,  bfkv- 
ing  power  to  adyanoe  tbeir  owb  selfish  ends,  regardlese  of 
the  general  interests  and  welfare,  Congress  passed  the  Anti- 
Trust  Act  of  1890  in  these  words  (the  italics  here  and  elae- 
where  in  this  opinion  are  mine) : 

**  Sxa  1.  Bvery  contract,  combinatioii  in  the  form  of  tnwt  or  otb«r- 
wise^  or  oonsplracy»  in  r^tr^t  of  trade  or  comiKuerce  among  tbe  aer- 
eral  States,  or  with  foreign  nations,  is  hereby  declared  to  be  illegal. 
Bveiy  person  who  shall  make  any  9Uoh  contract  or  engage  in  amf 
MMft  combination  or  conspiraog,  shall  be  deemed  guiltj  of  a  misde- 
meanor, and,  on  conyiction  thereof,  shall  be  punished  by  fine  not  ex- 
ceeding five  thousand  dollars,  or  by  imprisonment  not  exceeding  one 
year,  or  by  both  said  punishments,  in  the  discretion  of  the  court 
I  2.  Bvery  person  who  shall  monopolize,  or  attempt  to  monopolise,  or 
combine  or  conspire  with  any  other  person  or  persons,  [86]  to  monop- 
olise any  port  of  the  trade  or  commerce  among  the  several  States,  or 
with  foreign  nations,  shall  be  deemed  guilty  of  a  misdemeanor,  4nd« 
on  conviction  thereof  shall  be  punished  by  fine  not  exceeding  five  thou- 
sand dollars,  or  by  imprisonment  not  exceeding  one  year,  or  by  both 
aaid  punishments^  in  the  discretion  of  the  court,  fi  3.  Every  coutract, 
combination  in  form  of  trust  or  othenoise,  or  conspiracy,  in  restraint 
of  trade  or  commerce  in  any  Territory  of  the  United  States  or  in  the 
District  of  Columbia,  or  in  restraint  of  trade  or  commerce  between 
a^y  such  Territory  and  another,  or  between  any  such  Xe^ltory  or 
Territories  and  any  State  or  States  or  the  District  of  Columbia,  or 
with  foreign  nations,  or  between  the  District  of  Columbia  and  any 
State  or  States  or  foreign  nations,  is  hereby  declared  illec^  Bvery 
person  who  shall  make  any  such  contiract  or  engage  in  any  such  com- 
bination or  conspiracy,  shall  be  denned  guildr  of  a  misdemeanor,  and, 
on  conviction  thereof,  shall  be  punished  by  fine  not  exceeding  Hve 
thousand  dollars,  or  by  imprisonment  not  expeeding  one  year,  or  l|y 
both  said  punishments,  in  the  discretion  of  the  court"  26  Stat  200, 
C647. 

The  important  inquiry  in  the  present  case  is  as  to  the 
noeaning  and  scope  of  that  e.ct  in  its  application  to  interstate 
eommerce. 

In  1896  this  court  had  occasion  to  determine  the  meaning 
and  scope  of  the  act  in  an  important  case  known  as  the  Trans- 
Missouri  Freight  case,  166  U.  S.  290.  The  question  there 
was  as  to  the  validity  under  the  Anti-Trust  Act  of  a  certain 
agreement  between  numerous  railroad  companies,  whereby 
they  formed  an  association  foi*  the  purpose  of  establishing 
and  maintaining  rates,  rules  and  regulations  in  respect  of 
freight  traffic  over  specified  routea     Two  questions  were 
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involved:  First,  whether  the  act  applied  to  railroad  carriers; 
second,  whether  the  agreement  the  annulment  of  which  as 
illegal  was  the  basis  of  the  suit  which  the  United  States 
brought.  The  court  [86]  held  that  railroad  carriers  were 
embraced  by  the  act  In  determining  that  question,  the  court, 
among  other  things,  said : 

''The  langnase  of  the  act  Indades  every  contract,  combination  in 
the  form  of  trust  or  otherwise,  or  con^iracy,  in  restraint  of  trade  or 
commerce  among  the  several  States  or  with  foreign  nations.  So  far 
as  the  very  terms  of  the  statute  go,  they  apply  to  any  contract  of  the 
nature  described.  A  contract  therefore  that  is  in  restraint  of  trade 
or  commerce  is,  by  the  strict  language  of  the  act  prohibited,  eyen 
though  such  contract  is  entered  into  between  competing  common 
carriers  by  railroad,  and  only  for  the  purposes  of  thereby  affecting 
traffic  rates  for  the  transportation  of  persons  and  property.  If  such 
an  ageement  restrains  trade  or  commerce,  it  is  prohibited  by  the 
statute,  unless  it  can  be  said  that  an  agreement,  no  matter  what  its 
terms,  relating  only  to  transportation  cannot  restrain  trade  or  com- 
merce. We  see  no  escape  from  the  conclusion  that  if  an  agreemoit  of 
such  a  nature  does  restrain  it,  the  agreement  is  condemned  by  this  act 
•  ^  •  Nor  is  It  for  the  substantial  interests  of  the  country  that 
any  one  commodity  should  be  within  the  sole  power  and  subject  to 
the  sole  wiU  of  one  powerful  combination  of  capitaL  Congress  has, 
so  fkr  as  its  jurisdiction  extoids,  prohibited  aU  contracts  or  combina- 
tions in  the  form  of  trusts  entered  into  for  the  purpose  of  restraining 
trade  and  commerce.  •  •  ^  While  the  statute  prohibits  all  com- 
binations in  the  form  of  trusts  or  otherwise,  the  limitation  is  not 
confined  to  that  form  alone  AU  combinations  which  are  4n  rettraiiU 
of  trade  or  eofnmerce  are  prohibited,  whether  in  the  form  of  trusts  or 
Ivi  ony  other  form  whatever/'  XJnUei  8tate9  t.  Freight  Asm.,  ISS 
U.  S.  290,  812,  824,  828. 

The  court  then  proceeded  to  consider  the  second  of  the 
above  questicMos,  saying: 

**  The  next  question  to  be  discussed  is  as  to  what  is  Hie  true  con- 
struction of  the  statutei  [87]  assuming  that  it  applies  to  common 
carriers  by  railroad.  What  is  the  meaning  of  the  language  as  used 
in  the  statute,  'that  erery  contract,  combination  in  the  form  of 
trust  or  otherwise,  or  conspiracy  in  restraint  of  trade  or  commerce 
among  the  several  States  or  with  foreign  nations,  is  hereby  declared 
to  be  illegal?'  Is  it  confined  to  a  contract  or  combination  whidi  Is 
only  in  unreasonable  restraint  of  trade  or  commerce,  or  does  it  In- 
chide  what  the  language  of  the  act  plainly  and  in  terms  oorers,  an 
contracts  of  that  nature?  It  is  now  with  much  amplification  of 
aiyument  urged  that  t^e  statute^  in  declaring  megal  every  combina- 
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tkm  lH'thd  f^rm  of  trust  or  otberwlse^  or  eontplracy  in  restrftlnt  of 
trade  or  oonuDerce,  does  not  mean  wbat  the  language  need  tliereln 
plainly  import^  bat  that  it  only  means  to  declare  Illegal  any  such 
contract  which  is  in  unreosoiMiMtf  reatraint  of  tiade,  while  leaving  all 
others  nnalTected  by  the  provisions  of  the  act;  that  the  common  law 
meaning  of  the  term  ^contract  in  restraint  of  trade'  includes  only 
sndli  contracts  as  are  in  unreMonable  restraint  of  trade,  and  when 
that  term  is  used  in  the  Federal  statute  it  is  not  intended  to  include 
all  contracts  in  restraint  of  trade,  but  only  those  whicdi  are  in  unrea- 
sonable restraint  thereol  *  *  *  By  the  simple  use  of  the  term 
'contract  in  restraint  of  trade,'  aU  contracts  of  that  nature,  whether 
yalid  or  otherwise,  would  be  included,  and  not  tOone  that  Mnd  of 
eontrac4  which  iihm  4$waUd  and  unenforeenlOe  as  being  in  imrea- 
•onsMe  restraint  of  trade.  When,  thenefore,  the  body  of  an  act  pro- 
nounces as  illegal  every  contract  or  combination  in  restraint  of  trade 
or  commerce  among  the  several  States,  etc.,  the  plain  and  ordinary 
meaning  of  such  language  is  not  limited  to  that  kind  of  contract 
alone  which  is  in  unreasonable  restraint  of  trade^  but  att  contracts 
are  included  in  such  language,  and  no  ezc^iydon  or  limitation  can  be 
added  without  placing  in  the  act  that  which  has  been  omitted  by 
GongresB.  ^  ^  *  If  only  that  kind  of  contract  [88]  which  is  in 
unreasonable  restraint  of  trade  be  within  the  meaning  of  the  statute, 
and  declared  therein  to  be  illegal,  it  is  at  once  apparent  that  the 
siri>Ject  of  what  Is  a  reasonable  rate  is  attoided  with  great  uncer- 
tainty. *  *  *  To  say,  therefore,  that  the  act  excludes  agreements 
which  are  not  in  unreasonable  restraint  of  trade,  and  which  tend 
simply  to  keep  up  reasonable  rates  for  transportation,  is  substan- 
tially to  leave  the  question  of  unreasonableness  to  the  companies 
themselves.  •  *  •  But  aasuming  that  agreonents  of  this  nature 
are  not  void  at  common  law  and  that  the  various  cases  dted  by  the 
learned  courts  below  show  it,  the  answer  to  the  statement  of  their 
validity  now  is  to  be  found  in  the  terms  of  the  statute  under  con- 
sideration. •  •  ^  The  arguments  which  have  been  addressed  to 
us  against  the  inclusion  of  all  contracts  in  restraint  of  trade,  as  pro- 
vided for  by  the  language  of  the  act,  have  been  based  upon  the  alleged 
presumption  that  Ck>ngreBs,  notwithstanding  the  language  of  the  act, 
could  not  have  intended  to  embrace  all  contracts,  but  only  such  con- 
tracts as  were  in  unreasonable  restraint  of  trade.  Under  these  cir- 
cumstances we  are,  therefore,  asked  to  hold  that  the  act  of  Gongresa 
exeats  contracts  which  are  not  in  unreasonable  restraint  of  trade, 
and  which  only  keep  rates  up  to  a  reasonable  price,  notwithstanding 
the  language  of  the  act  makes  no  such  exception.  In  other  words,  we 
are  asked  to  read  into  the  act  by  u>ay  of  iudicM  legislation  an  emoep- 
tion  that  is  not  placed  there  bp  the'lawmaMnff  branch  of  the  Chvem- 
menif  and  this  is  to  be  done  upon  the  theory  that  the  impolicy  of  soch 
leglsbiAion  is  so  dear  that  it  cannot  be  supposed  Congress  intend^ 
the  natural  import  of  the  language  it  used.  This  toe  oannot  and  ottght 
nottodc^^^ 
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**  If  m%  aet  otig^  to  reaOt  m  ooalMideA  for  by  Aef aidantfl*  Oofi#ri»« 
i«  tt«  (04v  to  (HMtttf  4^  aiKt  not  IM«  oonri,  ^  a  proceM  o/  i%dieial 
legislation  tohoUy  m^iuitifiaJkle.  Lacse  oambeiDB  do  not  acroe  tliat  tbe 
Yiew  takeo  l^  dofwidanti  [80]  is  sound  or  true  In  sabstanco,  and 
Gongraas  may  and  very  probably  did  abare  in  tbat  belief  In  passing 
tbe  aet  Tbe  pobllc  polky  of  the  Govammait  is  to  be  fonod  in  its 
•tolttiet » and  wben  tbey  bave  not  directly  spoken,  then  in  tbe  decisloBs 
of  tbe  coarts  and  tbe  oonstant  practice  of  tbe  goFemment  oficlals; 
bnt  wben  tbe  lawmaking  power  speaks  upon  a  partienlar  subject, 
oTor  which  it  has  constitntlonal  power  to  l^;islate,  ptt5Uo  poUoy  in 
9ueh  a  case  is  ioha*  the  statute  enacts.  If  the  law  prohibit  any  con- 
tract or  combination  in  restraint  of  trade  or  commerce,  a  contimct  or 
comblnatlim  made  in  violation  of  such  law  is  Toid,  whatever  may  have 
been  theretofore  decided  by  the  conrts  to  have  been  the  public  policy 
of  the  country  on  that  subject  The  conclusion  which  we  have  drawn 
from  the  examination  above  made  into  the  question  before  us  is  that 
tbe  Anti-Trust  Act  applies  to  railroads,  and  that  it  renders  illegal  all 
agrettnents  which  are  in  restraint  of  trade  or  commerce  as  we  have 
above  deflned  that  expression,  and  the  question  then  arises  whether 
the  agreement  befiMre  us  is  of  that  nature." 

I  have  made  these  extended  extracts  from  the  opinion  of 
tbe  court  in  the  Trans-Missouri  Freight  ca$e  in  order  to  sdbow 
beyond  question,  that  the  point  was  there  urged  by  counsel 
that  the  Anti-Trust  Act  condemned  only  contracts,  combi- 
nations, trusts  and  conspiracies  that  were  in  unreasonable 
restraint  of  interstate  commerce,  and  that  tbe  court  in  clear 
and  decisive  language  met  that  point  It  adjudged  that  Con- 
gress had  in  unequivocal  words  declared  that  ^^  every  con- 
tract, combination,  in  the  form  of  trust  or  otherwise,  or  con- 
spiracy, in  restraint  of  commerce  among  the  several  States  ^ 
shall  be  illegal,  and  that  no  distinction,  so  far  as  interstate 
commerce  ioas  oonaemsd,  was  to  be  tolerated  between  re- 
straints of  such  commerce  as  were  undue  or  unreason- 
able, and  restraints  that  were  due  or  reasonable.  With 
full  knowledge  of  the  then  condition  of  the  country  and 
of  its  bufiiness,  Congress  deter[90]  mined  to  meet,  and 
did  meet,  the  situation  by  an-  absolute,  statutory  prohibition 
of  **  every  contract,  combination  in  the  form  of  trust  or  other- 
wise, in  restraint  of  trade  or  co^ynerce-"  Still  piore ;  in  re- 
sponse to  the  goggestion  by  able  counsel  that  Congress  in- 
'tended  only  to  strike  down  soeh  oontracta,  oombinaAioBS  «id 
monopolies  as  unreasonably  restrained  interstate  commttce, 
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tlus  eonrt,  in  words  too  olaar  to  be  nuBmidfirtood,  miid  llutt 
to  80  hold  was  ^  to  resd  into  the  act  by  way  of  judioUl  leffii- 
laimn^  an  ezcqpiion  not  placed  there  by  the  law-making 
fasanch  of  the  Government"  ^  niis,"  the  court  said,  as  we 
have  seen,  ^  toe  cannot  and  aught  not  to  do." 

It  thus  appears  that  fifteen  years  ago,  when  the  purpose 
of  Cioiiigress  in  passing  the  Anti-Trust  Act  was  fresh  in  the 
minds  of  courts,  lawyers,  statesmen,  and  the  general  public, 
this  court  expressly  declined  to  indulge  in  judicial  legisla- 
tion, by  inserting  in  the  act  the  word  ^unreasonable"  or 
any  other  w(»d  of  like  import  It  may  be  stated  here  that 
the  eoimtry  at  large  accepted  this  view  of  the  act,  and  the 
Federal  courts  throughout  the  entire  country  enforced  its 
provisions  according  to  the  interpretation  given  in  the 
Freight  Association  case.  What,  then,  was  to  be  done  by 
those  who  questi^med  the  soundness  of  the  interpretation 
placed  on  the  act  by  this  court  in  that  case!  As  the  court 
had  decided  that  to  insert  the  word  ^  unreasonable  "  in  the 
act  would  be  ^^ judicial  legislation"  on  its  part,  the  only 
alternative  left  to  those  who  <^po6ed  the  decision  in  that 
case  was  to  induce  Congress  to  so  amend  the  act  as  to  recog- 
nize the  right  to  restrain  interstate  commerce  to  a  reasonable 
extent  The  public  press,  magazines  and  law  joum^  the 
debates  in  Congress,  speeches  and  addresses  by  public  men 
and  jurists,  all  contain  abundant  evidence  of  the  general  un- 
derstanding that  the  meaning,  extent  and  scope  of  the  Anti- 
Tnist  Act  had  been  judicially  determined  by  this  court,  and 
that  the  only  question  remaining  open  for  discussion  was  the 
[91]  wisdom  of  the  policy  declared  by  the  act — a  matter 
that  was  exclusively  within  the  cognizance  of  Congress.  But 
at  every  session  of  Congress  since  the  decision  of  1896,  the 
lawmaking  brandi  of  the  Government,  with  full  knowledge 
of  that  decision,  has  refused  to  change  the  poli<7  it  had  de- 
dared  or  to  so  amend  the  act  of  1890  as  to  except  from  its 
operation  contracts,  combinations,  and  trusts  that  reasonably 
restrain  interstate  commeroe. 

But  those  who  weve  in  oombinations  that  were  illegal  did 
not  despair.  They  at  once  set  up  the  baseless  ckim  that  the 
decision  of  1896  disturbed  the  ^business  interests  of  the 
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Gomntry,^  and  let  it  be  known  that  they  would  never  be  c<m- 
tent  until  the  rule  was  established  that  would  pennit  inter- 
state commerce  to  be  subjected  to  reasonable  restraints. 
Finally,  an  opportunity  came  again  to  raise  the  same  ques- 
tion which  this  court  had,  upon  full  consideration,  deter- 
nuned  in  1896.  I  now  allude  to  the  case  of  United  States  ▼. 
Joint  Traffie  Association^  171  U.  S.  605,  decided  in  1898. 
What  was  that  case! 

It  was  a  suit  by  the  United  States  against  more  than  thirty 
railroad  companies  to  have  the  court  declare  illegal,  under 
the  Anti-Trust  Act,  a  certain  agreement  between  these  com- 
panie&  The  relief  asked  was  denied  in  the  subordinate 
Federal  courts  and  the  Oovemment  brought  the  case  here. 

It  is  important  to  state  the  points  urged  in  that  case  by 
the  defendant  companies  charged  with  violating  the  Anti- 
Trust  Act,  and  to  show  that  the  court  promptly  met  them. 
To  that  end  I  make  a  copious  extract  from  the  opinion  in 
the  Joint  TrafjUc  case.   Among  other  things,  the  court  said : 

**  Upon  comparing  that  agreement  [the  one  in  the  Joint  Traffic  oase^ 
then  under  consideration,  171  U.  8.  605]  with  the  one  set  forth  in 
the  case  of  United  States  y.  Trans-Missouri  Freight  Assooiaiionf 
166  U.  S.  290,  the  great  similarity  between  them  suggests  that  a 
similar  resnlt  should  be  reached  in  the  two  casea'*     (P.  558.) 

[92]  Learned  coimsel  in  the  Joint  Traffic  case  urged  a  re- 
consideration of  the  question  decided  in  the  Trans-Missouri 
ease  contending  that  '^  the  decision  in  that  case  [the  Trans- 
Missouri  Freight  case]  is  quite  plainly  erroneous^  and  the 
consequences  of  such  error  are  far  reaching  and  disastrous, 
and  clearly  at  war  with  justice  and  sound  policy,  and  the 
construction  placed  upon  the  Anti-trust  statute  has  been 
received  by  the  public  with  surprise  and  alarm."  They 
suggested  that  the  point  made  in  the  Joint  Traffic  case  as  to 
the  meaning  and  scope  of  the  act  might  have  been  but  was 
not  made  in  the  previous  case.  The  court  said  (171  U.  S. 
659)  that  ^^the  report  of  the  Trans-Missouri  ease  dearly 
shows  not  only  that  the  point  now  taken  was  there  urged 
upon  the  attention  of  the  court  but  it  was  then  isUentionalty 
and  necessarily  dedded*" 


Digitized  by  VjOOQIC 


SIAKBABD  OCL  CX>.  tT*  UNTTBD  8TATB8.  157 


The  question  whether  the  tetui  should  again  consider  the 
point  decided  in  the  Trans-Missouri  case^  171  U.  S.  578,  was 
disposed  of  in  the  most  decisive  language,  as  follows: 

*^  Finally,  we  are  asked  to  reeontlder  tlie  Question  decided  In  the 
Trmns'Missoun  case,  and  to  retrace  the  steps  taken  therein,  because 
of  the  plain  error  contained  in  that  decision  and  the  widespread  alann 
with  which  it  was  receiyed  and  the  sertons  consequences  which  have 
resulted,  or  may  soon  result,  from  the  law  as  interpreted  in  that  case. 
It  is  proper  to  remaA  that  an  application  for  a  reconsideration  of  a 
question  but  lately  decided  by  this  court  is  usually  based  npon  a 
statement  that  some  of  the  argaments  emi^oyed  on  the  original  hear- 
ing of  the  question  have  been  oyerlooked  or  misunderstood,  or  tiuit 
some  controlling  authority  has  been  either  misapplied  by  the  court 
or  passed  orer  without  discussion  or  notice.  While  this  is  not  strictly 
an  application  for  a  rehearing  In  the  same  case,  yet  in  substance  it  is 
the  sauM  thing.  The  court  is  asked  to  reconsider  a  question  but  Just 
decided  after  a  careful  inrestigation  of  the  matt^  InTolred.  There 
hare  heretofore  been  in  effect  two  arguments  of  precisely  the  same 
[98]  questions  now  before  the  court,  and  the  same  arguments  were 
addressed  to  us  on  both  those  occaslona  The  report  of  the  Trans- 
Missouri  case  shows  a  dissenting  opinion  delivered  in  ttiat  case,  and 
that  the  oi^iiion  was  c<«ciirred  in  by  tluree  other  members  of  the 
court  That  opinion,  it  wUl  be  seen,  gires  with  great  force  and  ability 
the  arguments  against  the  decision  which  was  finally  arrived  at  by 
the  court  It  was  after  a  full  discussion  of  the  questions  involved 
and  with  the  knowledge  of  the  views  entertained  by  the  minority  as 
expressed  in  the  dissenting  opinion,  that  the  majority  of  the  court 
came  to  the  conclusion  it  did.  Soon  after  the  decision  a  petition  for 
a  rehearing  of  the  case  was  made,  supported  by  a  printed  argument 
in  its  favor,  and  pressed  with  an  earnestness  and  vigor  and  at  a 
length  which  were  certainly  commensurate  with  the  importance  of 
the  case.  This  court,  with  oare  and  deliberation  and  also  with  a  fui; 
appreciation  of  their  importance,  again  considered  the  questions  in- 
volved in  its  former  decision.  A  majority  of  the  court  once  more 
arrived  at  the  conclusion  it  had  first  announced,  and  accordingly  it 
denied  the  application.  And  now  for  the  tMrd  time  the  same  argn- 
moits  are  employed,  and  the  court  is  again  asked  to  recant  its  former 
opinion,  and  to  decide  the  same  question  in  direct  opposition  to  the 
conclusion  arrived  at  in  the  Trans-Missouri  ease.  The  learned  counsel 
while  making  the  application  frankly  confess  that  the  argument  in 
opposition  to  the  decision  in  the  case  above  named  has  been  so  folly, 
so  clearly  and  so  forcibly  presented  in  the  dissenting  opinion  of  Mr 
Justice  White  [In  the  Freight  case'i  that  it  is  hardly  possible  to  add 
to  it,  nor  is  it  necessary  to  repeat  it  The  fact  that  there  was  so 
dose  a  division  of  opinion  in  this  court  when  the  matter  was  first 
under  advisement  togeth^  with  the  difltfent  vieiws  taken  by  some 
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of  tlie  jQdscB  of  the  lower  courte,  led  lu  to  tbe  most  curitfol  and  ocaro- 
tinizing  ^camination  of  the  argomentB  advanced  b^  both  aides,  and 
it  was  after  saeh  an  examination  that  the  majority  of  [94]  the  court 
came  to  the  conclusion  it  did.  It  is  not  now  alleged  that  the  court 
on  the  former  occasion  oyeiiooked  aay  arguineKkt  for  the  respondents 
or  mistkpplied  anj  controlling  authority;  It  is  simply  insisted  that 
the  court,  notwithstanding  the  arguments  for  an  opfKUdte  Tiew,  ar- 
rived at  an  erroneous  result,  which,  for  reasons  already  stated,  oui^t 
to  be  reconsidered  and  reversed.  A§  toe  have  twice  already  deM^ 
eraiely  and  eamesUy  considered  the  swne  atvuments  which  are  now 
for  a  third  time  pressed  npon  owr  attention,  it  could  hardly  be 
expected  that  our  opinion  should  now  change  from  that  already 
expressed." 

These  utterances,  taken  in  connection  with  what  was  pre- 
viously said  in  the  Trans-Missouri  Freight  casdy  show  sa 
dearly  and  affirmatively  as  to  admit  of  no  doubt  that  this 
court,  many  years  ago,  upon  the  fullest  consideration,  inter- 
prets the  Anti-Trust  Act  as  prohibiting  and  making  illegal 
not  only  every  contract  or  combination,  in  whatever  form, 
which  was  in  restraint  of  interstate  commerce^  without  re- 
gard to  its  reasonableness  or  unreasonableness,  but  all  mofnop- 
olies  or  attempts  to  monopolize  **  any  part "  of  such  trade  or 
commerce.  Let  me  refer  to  a  few  other  cases  in  which  the 
scope  of  the  decision  in  the  Freight  Association  case  was 
referred  to:  In  Bement  v.  National  Harrow  Co.^  186  U-  S* 
70,  92,  the  court  said :  ^^  It  is  true  that  it  has  been  held  by 
this  court  that  the  act  (Anti-Trust  Act)  included  any  re- 
straint of  commerce,  whether  reasonable  or  unreasonable  " — 
citing  United  States  v.  Trans-Missouri  Freight  Asso.^  166 
U-  S.  290;  United  States  v.  Joint  Traffic  Association^  171 
U.  S.  505;  Addyston  Pipe  dsc.  Co.  v.  United  States^  175 
U.  8.  211.  In  Montague  r.  Lovrry^  198  U.  S.  38,  46,  which 
involved  the  validity,  under  the  Anti-Trust  Act,  of  a  certain 
association  formed  for  the  sale  of  tiles,  mantels,  and  grates, 
the  court  referring  to  the  c<Mitention  that  the  sale  of  tiles  in 
San  Frandboo  was  so  small  ^^  as  to  be  a  negligible  quantity," 
held  that  the  association  was  nevertheless  %  combination  in 
restraint  of  interstate  trade  or  com[95]merce  in  violation 
of  the  Anti-Trust  Act,  In  Loewe  v.  Lawlor^  208  U.  S.  274, 
297,  all  the  members  of  this  court  coiicurred  in  saying  that 
the  Tram^Missof^  Joint  Traffic  and  N&rthem  Seourittee 
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eoies  ^  hold  in  effeet  tbMt  the  Anti-Trust  Law  has  a  broader 
application  than  the  prohibition  of  restraints  of  trade  unlaw- 
ful at  common  law."  In  Shawnee  Campreea  Go.  v.  Anderean 
(1907),  209  U.  S.  ^3,  482,  484,  all  the  members  of  the  court 
again  concurred  in  declaring  that  ^  it  has  bean  decided  that 
not  only  unreasonable,  but  all  direct  restraints  of  trade  are 
prohibited,  the  law  being  thereby  distinguished  from  the 
common  law."  In  United  Stides  v.  Addystan  Pipe  Com^ 
pani/^  85  Fed.  Bep.  271,  278,  Judge  Taft,  speaking  for  the 
C!ircuit  Court  of  Appeals  for  the  Sixth  Oircuit,  said  that 
according  to  the  decision  of  this  court  in  the  Freight  Aasocia^ 
tian  oascy  ^^  contracts  in  restraint  of  interstate  transporta- 
tion were  within  the  statute,  whether  the  restraints  could  be 
regarded  as  reasonable  at  common  law  or  not."  In  Chesa- 
peake dk  Ohio  Fuel  Co.  v.  Urdted  States  (1902),  116  Fed. 
Bep.  610,  619,  the  Circuit  Court  of  Appeals  for  the  Sixth 
Circuit,  after  referring  to  the  right  of  Congress  to  regulate 
interstate  commerce,  thus  interpreted  the  prior  decisions  of 
this  court  in  the  Trans-Missouri,  the  Joint  Trafie  and  the 
Addyston  Pipe  and  Steel  Co.  eases: 

"  In  the  exercise  of  this  rlgbt^  Ck>iigre88  liat  seen  fit  to  prohibit  oU 
contracts  In  restraint  of  trade.  It  has  not  left  to  the  courts  the 
consideration  of  the  question  whether  such  restraint  is  reasonable  or 
unreasonable,  or  whether  the  contract  would  hSTe  been  niegal  at  the 
common  law  or  not  The  act  leaves  for  consideration  by  judicial 
authority  no  question  of  this  character,  but  M  contracts  and  combi- 
nations are  declared  illegal  if  in  restraint  of  trade  or  commerce  among 
the  States.** 

As  far  back  as  Robbins  v.  Shelby  Taxing  District,  120 
U.  S.  489, 497y  it  was  held  that  certain  local  regulations,  sub- 
jecting dnunmera  engaged  in  both  interstate  and  domestic 
trade,  could  not  be  sustained  by  reason  of  the  fact  that  no 
discrimina[96]tion  was  made  among  citizens  of  the  different 
States.  The  court  observed  that  this  did  not  meet  the  diffi- 
culty, for  the  reason  that  ^Mnterstate  commerce  cannot  be 
taxed  at  aU.^  Under  this  view  Congress  no  doubt  acted, 
when  by  the  Anti-Trust  Act  it  forbade  any  restraint  what- 
ever upon  intei^ate  commerce.  It  manifestly  proceeded 
upon  the  theory  that  interstate  commerce  could  not  be  re- 
strained at  aU  hj  combinations,  trusts  or  monopdies,  but 
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most  be  allowed  to  flow  in  its  aocostomed  channels,  wholly 
unrexed  and  unobstructed  by  anything  that  would  restrain 
its  ordinary  movement.  See  also  Minnesota  ▼.  Barber^  136 
U*  S.  818, 326;  Brimmer  v.  Behman,  188  U.  S.  78,  82,  88. 

In  the  opinion  delivered  ea  behalf  of  the  minority  in  the 
Northern  Securities  ca$e^  193  U.  S.  197,  oar  present  Chief 
Justice  referred  to  the  contentions  made  by  the  defendants 
in  the  Freight  Association  oase^  namely,  one  of  which  was 
that  the  agreement  there  involved  did  not  unreasonably  re- 
strain interstate  commerce,  and  said : 

''Both  these  contritions  were  decided  against  the  association,  the 
court  holding  that  the  Anti-Trust  Act  did  embrace  interstate  carriage 
by  railroad  corporations,  and  as  that  act  prohibited  any  contract  in 
restraint  of  Interstate  commerce,  it  henoe  embraced  aU  oantrads  of 
ih4it  character,  toheiher  they  were  reasonable  or  unreasonaUe,*' 

One  of  the  Justices  who  dissented  in  the  Northern  Securi- 
ties case  in  a  separate  opinion,  concurred  in  by  the  minority, 
thus  referred  to  the  Freight  and  Joint  Traffic  cases: 

^  For  it  cannot  be  too  carefully  remembered  that  tliat  clause  applies 
to  '  eyery '  tontract  of  the  forbidden  kind— a  consideration  whidi  was 
the  turning  point  of  the  Trans-Misaouri  Freight  Association  case. 

•  ^    *    Size  has  nothing  to  do  with  the  matter.    A  monopoly  of 

*  any  part '  of  conmierce  among  the  States  is  unlawful" 

In  this  connection  it  may  be  well  to  refer  to  the  adverse 
report  made  in  1909,  by  Senator  Nelson,  on  behalf  of  the 
Senate  Judiciary  Committee,  in  reference  to  a  certain  bill 
[97]  offered  in  the  Senate  and  which  proposed  to  amend  the 
Anti-Trust  Act  in  various  particulars.  That  report  contains 
a  full,  careful  and  able  analysis  of  judicial  decisions  relating 
to  combinations  and  monopolies  in  restraint  of  trade  and 
commerce.  Among  other  things  said  in  it  which  bear  on  the 
questions  involved  in  the  pres^it  case  are  these : 

"  The  Anti-Trust  Act  makes  it  a  criminal  offense  to  violate  the  law, 
and  provides  a  punishment  both  by  fine  and  imprisonment.  To  inject 
into  the  act  the  question  of  whether  an  agreement  or  combination  is 
reasonahle  or  wureasowMe  would  render  the  act  as  a  criminal  or 
penal  statute  indefinite  and  oncertain,  and  hoice,  to  that  extent, 
utterly  nugatory  and  void,  and  would  practically  amount  to  a  repeal 
of  that  part  of  the  act  •  *  *  And  while  the  same  technical  ob:. 
jectlon  does  not  apply  to  ciyil  prosecutions,  the  injection  of  the  nUe 
0/  reasonableness  or  imreasonableness  toouie  lead  to  the  greatest  voH- 
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ablem^is  and  uncertaintu  in  the  et^arcement  of  the  law.  The  defenie 
of  reasonable  restraint  would  l>e  made  in  every  case  and  there  would 
"be  as  many  different  rules  of  reasonableness  as  cases,  courts^  and 
juries.  What  one  court  or  jnry  might  deem  unreasonable  another 
coort  or  jury  might  deem  reasonable  A  court  or  jury  tai  Ohio  might 
find  a  giyen  agreement  or  combhiation  reasonable,  while  a  coortand 
jury  in  Wisconsin  might  find  the  same  agreement  and  combination 
unreasonable  In  the  case  of  People  y.  Sheldon^  139  N.  X.  264,  Chief 
Justice  Andrews  remarks :  '  If  agreements  and  copibinations  to  pre- 
Tent  competition  in  prices  are  or  may  be  hurtful  to  trade,  the  only 
sure  remedy  is  to  prohibit  dU  agreements  of  that  character.  If  the 
validity  of  such  an  agreemait  was  made  to  depend  upon  actual  proof 
of  public  prejudice  or  injury.  It  would  be  very  difficult  In  any  case  to 
establish  the  Inyalidity,  although  the  moral  eyidence  might  be  reiy 
convincing.'  *  *  ^  To  amend  the  Anti-Trust  Act,  as  suggested  by 
this  billf  would  be  to  entirely  emasculate  it,  and  for  all  practical  pur- 
poses render  it  nugatory  as  a  reme[98]dial  statute.  Criminal  prose- 
cutions would  not  lie  and  civil  remedies  would  labor  under  the  great- 
est doubt  and  uncertainty.  The  act  as  It  exists  is  dear,  eomprethen- 
sive^  certain  and  highly  remediaL  It  practically  covers  the  field  of 
Federal  jurisdiction,  and  is  in  every  reelect  a  model  law.  To  destroy 
or  undermine  it  at  the  present  juncture,  when  combinations  are  on 
the  increase,  and  appear  to  be  as  oblivious  as  ever  of  the  rights  of 
the  public,  would  be  a  calamity.** 

The  result  was  the  indefinite  postponement  by  the  Senate 
of  any  further  consideration  of  the  proposed  amendments  of 
the  Anti-Trust  Act 

After  what  has  been  adjudged,  upon  full  consideration,  as 
to  the  meaning  and  scope  of  the  Anti-Trust  Act,  and  in  view 
of  the  usages  of  this  court  when  attorneys  for  litigants  have 
attempted  to  reopen  questions  that  have  been  deliberately 
decided,  I  confess  to  no  little  surprise  as  to  what  has  occurred 
in  the  present  case.  The  court  says  that  the  previous  cases, 
above  cited,  ^^  cannot  by  any  possible  conception  be  treated 
as  authoritative  without  the  certitude  that  reason  was  re- 
sorted to  for  the  purpose  of  deciding  them.^  And  its  opinion 
is  full  of  intimations  that  this  court  proceeded  in  those  cases, 
so  far  as  the  present  question  is  concerned,  without  being 
guided  by  the  ^  rule  of  reason,**  or  ^  the  light  of  reason.''  It 
is  more  than  once  intimated,  if  not  suggested,  that  if  the 
Anti-Trust  Act  is  to  be  construed  as  prohibiting  every  con- 
tract or  combination,  of  whatever  nature,  which  is  in  fact  in 
restraint  of  commerce^  regardless  of  the  reasonableness  or 
96825^— VOL  4—17 11 
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tmrwaonableness  of  such  restraint,  that  fact  would  show  that 
the  court  had  not  proceeded,  in  its  decision,  according  to  ^'  the 
light  of  reason,"  but  had  disregarded  the  ^^  rule  of  reason." 
If  the  court,  in  those  cases,  was  wrong  in  its  construction  of 
tibe  act,  it  is  certain  that  it  fully  apprehended  the  views 
advanced  hj  learned  counsel  in  previous  cases  and  pro- 
nounced them  to  be  untenable.  The  published  reports  place 
this  beyond  all* question.  The  opinion  of  the  court  [99]  was 
delivered  by  a  justice  of  wide  experience  as  a  judicial  officer, 
and  the  court  had  before  it  the  Attorney  General  of  the 
United  States  and  lawyers  who  were  recogniased,  on  all  sides, 
as  great  leaders  in  their  profession.  The  same  eminent  jurist 
who  delivered  the  opinion  in  the  Trans-Missouri  case  deliv- 
ered the  opinion  in  the  Joint  Traffic  Association  case^  and  the 
Bflsociation  in  that  case  was  r^resented  by  lawyers  whose 
ability  was  universally  recognized.  Is  it  to  be  supposed  that 
any  point  escaped  notice  in  those  cases  when  we  tbink  of  the 
sagacity  of  the  justice  who  expressed  the  views  of  the  court, 
or  of  the  ability  of  the  profound,  astute  lawyers,  who  sought 
such  an  interpretation  of  the  act  as  would  compel  the  court 
to  insert  words  in  the  statute  which  Congress  had  not  put 
there,  and  the  insertion  of  which  words,  would  amount  to 
^  judicial  legislation  "?  Now  this  court  is  asked  to  do  that 
which  it  has  distinctly  declared  it  could  not  and  would  not 
do,  and  has  now  done  what  it  then  said  it  could  not  constitu- 
tionally do.  It  has,  by  mere  interpretation,  modified  the  act 
of  Congress,  and  deprived  it  of  practical  value  as  a  defensive 
measure  against  the  evils  to  be  remedied.  On  reading  the 
opinion  just  delivered,  the  first  inquiry  will  be,  that  as  the 
court  is  unanimous  in  holding  that  the  particular  things  done 
by  the  Standard  Oil  Company  and  its  subsidiary  companies, 
in  this  case,  were  illegal  under  the  Anti-Trust  Act,  whether 
those  things  were  in  reasonable  or  unreasonable  restraint  of 
interstate  commerce,  why  was  it  necessary  to  make  an  elab- 
orate argument,  as  is  done  in  the  opinion,  to  show  that 
according  to  the  ^^rule  of  reason"  the  act  as  passed  by 
Congress  should  be  interpreted  as  if  it  contained  the  word 
"unreasonable"  or  the  word  "undue"?  The  only  answer 
which,  in  frankness,  can  be  given  to  this  question  is,  that  the 
court  intends  to  decide  that  its  deliberate  judgment,  fifteen 
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feus  fgo,  to  the  effeot  thi^  the  act  perinitt^d  no  festraint 
whatever  of  interstate  eommeroe,  whether  reasonable  or  un- 
reasonable) was  not  in  accordance  with  [190]  the  "  rale  of 
reason."  In  effect  the  court  says,  that  it  will  now,  for  the 
first  time,  hnrtg  the  discussion  under  the  ^^  light  of  reason  " 
and  apply  the  ^^  rule  of  reason  "  to  the  questions  to  be  decided. 
I  have  the  authority  of  this  court  for  saying  that  such  a 
course  of  proceeding  <xi  its  part  would  be  ^^  judicial  legis- 
Ution." 

Still  more,  what  is  now  dcme  involves  a  serious  departure 
from  the  settled  usages  of  this  court.  Counsel  have  not 
ordinarily  been  allowed  to  discuss  questions  already  settled 
by  previous  decisions.  More  than  once  at  the  present  term, 
that  rule  has  been  applied.  In  St.  LouiSy  /.  M.  <&  S.  By.  Co. 
V.  Taylor^  210  U.  S.  281,  295,  the  court  had  occasion  to  de- 
termine the  meaning  and  scope  of  the  original  Safety  Ap- 
pliance Act  of  Congress  passed  for  the  protection  of  railroad 
employees  and  passengers  on  interstate  trains.  27  Stat  531, 
§  5,  a  196.  A  particular  construction  of  that  act  was  insisted 
upon  by  the  interstate  carrier  whkh  was  sued  under  the 
Safety  Appliance  Act;  and  the  contention  was  that  a  differ- 
ent construction,  than  the  one  insisted  upon  by  the  carrier, 
would  be  a  harah  one.  After  quoting  the  words  of  the  act, 
Mr.  Justioe  Moody  said  for  the  court : 

**  There  Is  no  escape  from  Hie  meaning  of  these  words.  Explanation 
eannot  darlf^  them,  and  ought  not  to  be  employed  to  confuse  them 
or  lessen  their  algnlflcanca.  The  obylous  purpose  of  the  leglslatare 
was  to  9UfiplaMt  the  qualifled  duty  of  the  common  law  with  an  a(to- 
lute  duty  deemed  by  U  more  just.  If  the  railroad  does,  In  point  of 
fact,  use  cars  which  do  not  comply  with  the  standard,  It  ylolates  the 
plain  prohibitions  of  the  law,  and  there  arises  from  that  violation 
Hie  llabmty  to  make  compensation  to  one  who  la  Injured  by  It  It 
is  urged  that  this  la  a  harah  eonstructon.  To  this  we  reply  that.  If 
it  be  the  true  oonstmctlon,  its  harshness  is  no  concern  of  the  courts. 
They  have  no  reeponaihUity  for  the  justice  or  wisdom  of  legislation, 
end  no  duty  except  to  enforce  the  law  as  it  is  written,  unless  it  is 
Oearly  beyond  the  constitutional  power  of  the  lawmaMng  [101]  body. 
^  •  *  It  is  quite  eonceiTSble  that  Congress,  contemplating  the 
Inenrttable  haidahip  of  svcb  injaries,  and  hoping  to  cHml^lsb  the 
.eeoiioiBlc  lops  to  the  commonlf^  resulting  from  them,  should  deem  It 
irlse  )to  impose  their  burdens  up^n  those  who  could  measurably 
eontiol  tlieir  causes,  instead  of  upon  those  who  are  in  the  main  help- 
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lem  In  that  regard.  Such  a  policy  would  be  Int^igible,  and,  to  mj 
the  least,  not  so  unreaaonable  as  to  require  ns  to  doubt  that  it  was 
Intended,  and  to  seek  some  unnatural  Interpretation  of  common  words. 
We  see  no  error  in  this  part  of  the  case." 

And  at  the  present  tenn  of  this  court  we  were  aaked,  in  a 
case  arising  under  the  Safety  Appliance  Act,  to  reconsider 
the  question  decided  in  the  Taylor  case.  We  declined  to 
do  so,  saying  in  an  opinion  just  now  handed  down : 

**  In  Ylew  of  these  facts,  we  are  unwilling  to  regard  the  question  as 
to  the  meaning  and  scope  of  the  Safety  AppUance  Act,  so  far  as  it 
relates  to  automatic  couplers  on  trains  moTing  in  intestate  traffic, 
as  open  to  further  discussion  here.  //  the  cowrt  toaa  iorong  in  tJ^e 
Taylor  case  the  way  is  open  for  such  an  amendment  of  the  statute  as 
Congress  may,  in  its  discretion,  deem  proper.  This  court  ought  not 
now  to  disturb  what  has  been  so  widely  accepted  and  acted  upon  by 
the  courts  as  having  been  decided  in  that  case.  A  contrary  course 
would  cause  Infinite  uncertainty,  if  not  mischief,  in  the  administra- 
tion of  the  law  in  the  Federal  courts.  To  ayoid  misapprehension,  it 
is  appropriate  to  say  that  we  are  not  to  be  understood  as  questioning 
the  soundness  of  the  Interpretation  heretofore  placed  by  this  court 
upon  the  Safety  Appliance  Act.  We  only  mean  to  say  that  until 
Congress,  by  an  amendment  of  the  statute,  changes  the  rule  an- 
nounced in  the  Taylor  OMe,  this  court  wUl  adhere  to  and  apply  that 
rule."    a,  B.  d  0.  Ry.  Co.  t.  United  States,  220  U.  S.  659. 

When  counsel  in  the  present  case  insisted  upon  a  reversal 
of  the  former  rulings  of  this  court,  and  asked  such  an 
interpretation  of  the  Anti-Trust  Act  as  would  allow  reason- 
able restraints  of  interstate  commeroe,  this  [108]  court,  in 
deference  to  established  practice,  should,  I  submit,  have 
said  to  them :  ^^  That  question,  according  to  our  practice,  is 
not  open  for  further  discussion  here.  This  court  long  ago 
deliberately  held  (1)  that  the  act,  interpreting  its  words  in 
their  ordinary  acceptation,  prohibits  aU  restraints  of  inter- 
state commerce  by  combinations  in  whatever  form,  and 
whether  reasonable  or  unreasonable;  (2)  the  question  relates 
to  matters  of  public  policy  m  reference  to  commerce  among 
the  States  and  with  foreign  nations,  and  Congress  alone  can 
deal  with  the  subject;  (8)  this  court  would  encroach  up<xi 
the  authority  of  Congress  if,  under  the  guise  of  construction, 
it  should  assume  to  determine  a  matter  of  public  policrf ; 
(4)  the  parties  must  go  to  Congress  and  obtain  an  amend- 
ment of  the  Anti-Trust  Act  if  they  think  this  court  was 
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wrong  in  its  former  decimons;  and  (5)  this  court  cannot 
and  will  not  judicidUy  legislate^  since  its  function  is  to 
declare  the  law,  while  it  belongs  to  the  legislative  depart- 
ment to  make  the  law.  Such  a  course,  I  am  sore,  would  not 
have  offended  the  ^^  rule  of  reason." 

But  my  brethren,  in  their  wisdom,  have  deemed  it  best  to 
pursue  a  different  course.  They  have  now  said  to  those  who 
condemn  our  former  decisions  and  who  object  to  all  legis- 
lative prohibitions  of  contracts,  combinations,  and  trusts  in 
restraint  of  interstate  commerce,  '^  You  may  now  restrain 
such  commerce,  provided  you  are  reasonable  about  it;  only 
take  care  that  the  restraint  is  not  undue."  The  disposition 
of  the  case  under  consideration,  according  to  the  views  of  the 
defendants,  will,  it  is  claimed,  quiet  and  give  rest  to  ^^  the 
business  of  the  coimtry."  On  the  contrary,  I  have  a  strong 
conviction  that  it  will  throw  the  business  of  the  country  into 
confusion  and  invite  widely-extended  and  harassing*  litiga- 
tion, the  injurious  effeets  of  which  will  be  felt  for  many 
years  to  come.  When  Congress  prohibited  every  contract, 
combination  or  monopoly,  in  restraint  of  commerce,  it  pre- 
scribed a  simple,  definite  rule  that  all  could  understand,  and 
Whidi  could  be  easily  ap[108]plied  by  everyone  wishing 
to  obey  the  law,  and  not  to  conduct  their  business  in  viola- 
tion of  law.  But  now,  it  is  to  be  feared,  we  are  to  have,  in 
cases  without  number,  the  constantly  recurring  inquiry— « 
difficult  to  solve  by  proof — ^whether  the  particular  contract, 
combination,  or  trust  involved  in  eadi  case  is  or  is  not  an 
^  unreasonable  "  or  ^  undue  "  restraint  of  trade.  Congress, 
in  effect,  said  that  there  should  be  no  restraint  of  trade,  in 
any  form^  and  this  court  solemnly  adjudged  many  years 
ago  that  Congress  meant  what  it  thus  said  in  clear  and 
explicit  words,  and  that  it  eavld  not  add  to  the  words  of  the 
act  But  those  who  condemn  the  action  of  Congress  are  now, 
in  effect,  informed  that  the  courts  will  allow  such  restndnta 
of  interstate  commerce  as  are  shown  not  to  be  unreasonable 
or  undue. 

It  rnmains  for  me  to  refer,  mcHie  fully  than  I  have  hereto- 
fore done,  to  another,  and,  in  my  jud^ent--4f  we  look  to 
th*  fator^-4he  most  important  aspect  of  this  cmm.    That 
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aspect  concems  the  usurpation  by  the  jndicial  brandl  of 
the  Gov^nment  of  the  functions  of  the  legislatLve  depart- 
ment. The  illustrious  men  who  laid  the  foundations  of 
our  institutions,  deemed  no  part  of  the  National  ConsH- 
tution  of  more  consequence  or  more  essential  to  the  per- 
manancy  of  our  form  of  government  than  the  provisions 
under  whidi  were  distributed  the  powers  of  Government 
among  three  separate,  equal  and  coodinate  departments — 
legislative,  executive,  and  judiciaL  This  was  at  that  time 
a  new  feature  of  governmental  regulation  among  the  nation? 
of  the  earth,  and  it  is  deemed  by  the  people  of  every  section 
of  our  own  country  as  most  vital  in  the  workings  of  a 
representative  repuUic  whose  CJonstitution  was  ordained  and 
established  in  order  to  accomplish  the  objects  stated  in  its 
preamble  by  the  means,  hut  ordy  hy  the  meana^  provided 
either  expressly  or  by  necessary  implication,  by  the  instru- 
ment itself.  No  department  of  that  Government  can  consti- 
tutionally exercise  the  [104]  powers  committed  strictly  to 
another  and  separate  department 

I  said  at  the  outset  t^t  the  action  of  the  court  in  thisr 
case  might  well  alarm  thoughtful  men  who  revered  the 
Constitution.  I  meant  by  this  that  many  things  are  inti^ 
mated  and  said  in  the  court's  opinion  which  will  not  be 
regarded  otherwise  than  as  sanctioning  an  invasicm  by  the 
judiciary  of  the  constitutional  domain  of  Congress — an  at- 
tempt by  interpretation  to  soften  or  modify  what  some  re- 
gard as  a  harsh  public  policy.  This  court,  let  me  repeat, 
solemnly  adjudged  many  years  ago  that  it  could  not,  ex- 
cept by  ^judicial  legislation,^  read  words  into  the  Anti- 
Trust  Act  not  put  there  by  Congress,  and  which,  being  in- 
serted, give  it  a  meaning  which  the  words  of  tiie  act,  a% 
passed,  if  properly  interpreted,  would  not  justify^  The 
court  has  decided  that  it  could  not  thus  change  a  public 
policy  formulated  and  declared  by  Congtess;  that  Congress 
has  pmunouht  authority  to  r^ulate  interstate  commerce, 
and  that  it  alone  can  change  a  policy  once  inaugurated  by 
legifli«tion.  The  courts  ham  nothing  to  do^  wt&  tiie  wisdom 
or  policy  of  an  act  of  Congress.  Their  duty  is  to  aseeitaiti 
the.  will  of  Ouigfess,  and  if  the  statute  embodying  the  my 
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pwaion  of  that  will  is  oonstitatiQnal,  the  oonrto  mast  respect 
it  They  have  no  function  to  declare  a  public  policy,  nor 
to  amend  legislative  enactments.  '^What  is  termed  the 
policy  of  the  Oovemment  with  reference  to  any  particular 
legislation,"  as  this  court  has  said^  ^^  is  generally  a  very  un- 
certain thing,  upon  which  all  sorts  of  opinions,  each  variant 
from  the  other,  may  be  formed  by  different  persons.  It  is 
a  ground  much  too  unstable  upon  which  to  rest  the  judgment 
of  the  court  in  the  interpretation  of  statutes.''  Hodden  v. 
Collector^  6  Wall.  107.  Nevertheless,  if  I  do  not  misappre- 
hend its  opinion,  the  court  has  now  read  into  the  act  of 
Congress  words  which  are  not  to  be  found  there,  and  has 
thereby  done  that  which  it  adjudged  in  1896  and  1898  could 
not  be  done  without  violating  [106]  the  Constitution, 
namely,  by  interpretation  of  a  statute,  changed  a  public 
policy  declared  by  the  legislative  deparUnent. 

After  many  years  of  public  service  at  the  National  Cap* 
ital,  and  after  a  somewhat  close  observation  of  the  conduct 
of  public  affairs,  I  am  impelled  to  say  ttiat  there  is  abroad, 
in  our  land,  a  most  harmful  tendency  to  bring  about  the 
amending  of  consdtutioiis  and  legislative  enactmeats  by 
means  alone  of  judicial  construction.  As  a  public  policy  has 
been  declared  by  the  legislative  department  in  respect  of 
interstate  commerce,  over  which  Congress  has  entire  control, 
under  the  Constitution,  all  concerned  must  patiently  submit 
to  what  has  been  lawfully  done,  until  the  people  of  the 
United  States — the  source  of  all  national  power — shall,  in 
their  own  time,  upon  reflection  and  through  the  l^islative 
department  of  the  Government,  requite  a  change  of  that 
policy.  There  are  some  who  say  that  it  is  a  part  of  one's 
liberty  to  conduct  commerce  among  the  States  without  being 
subject  to  governmental  authority.  But  that  would  not  be 
liberty,  regulated  by  law,  and  liberty,  which  cannot  be  re^ 
ulated  by  law,  is  not  to  be  desired.  The  supreme  law  of  the 
land — ^which  is  binding  alike  upon  all — ^upon  Presidents, 
Congresses,  the  courts,  and  the  people— gives  to  Congress, 
and  to  Congress  alone,  authority  to  regulate  interstate  ovn- 
meroe,  and  when  Congress  forbids  any  restraint  of  sudi  com- 
merce, in  any  form,  all  must  obey  its  mandate.  To  overreach 
the  action  of  Congress  merely  by  judicial  construction,  that 
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is,  by  Indirection,  is  a  blow  at  the  integrity  of  our  govern* 
mental  system,  and  in  the  end  will  proTe  most  dangerous  to 
alL  Mr.  Justice  Bradley  wisely  said,  when  on  this  bench, 
that  illegitimate  and  unconstitutional  pradices  get  their  first 
footing  by  silent  approaches  and  slight  deviations  from  legal 
modes  of  legal  procedure.  Boyd  v.  United  States^  116  U.  S. 
616,  685.  We  shall  do  well  to  heed  the  warnings  of  that 
great  jurist. 

'  [106]  I  do  not  stop  to  discuss  the  merits  of  the  policy 
embodied  in  the  Anti-Trust  Act  of  1890;  for,  as  has  been 
often  adjudged,  the  courts,  under  our  constitutional  system, 
have  no  rightful  concern  with  the  wisdom  or  policy  of  legis- 
lation  enacted  by  that  branch  of  the  Government  which  alone 
can  make  laws. 

For  the  reasons  stated,  while  concurring  in  the  general 
affirmance  of  the  decree  of  the  Circuit  Court,  I  dissent  from 
that  part  of  the  judgment  of  this  court  which  directs  the 
modification  of  the  decree  of  the  Circuit  Court,  as  well  as 
from  those  parts  of  the  opinion  which,  in  effect,  assert  au* 
thority,  in  this  court,  to  insert  words  in  the  Anti-Trust  Act 
which  Congress  did  not  put  there,  and  which,  being  inserted. 
Congress  is  made  to  declare,  as  part  of  the  public  policy  of 
the  coimtry,  what  it  has  not  chosen  to  declare. 


UOTTED    STATES    OF    AMERICA    v.    AMERICAN 
TOBACCO  COMPANY.- 

AMERICAN     TOBACCO     COMPANY     t;.     UNITED 
STATES  OF  AMERICA. 

APFHAL8  FROM  THE  CIRCUIT  OOUBT  OF  THB  UNITED  STATES  FOB 
THE  SOUTHERN  DISTRICT  OF  NEW  TORE:. 

Hm.  118,  110.  Argued  Jsnnary  S,  4,  5.  6,  1910;  restored  to  docket  for  n- 
argoment  April  11,  1910;  re-argued  Janaary  9,  10,  11,  12,  1911. — ^Decided 
Ifaj  29,  1911. 

[221  U.  8.,  loe.] 

Standard  OU  Co.  t.  United  States,  ante,  p.  1,  followed  and  reaf&rmed 
as  to  the  constractlon  to  be  glyen  to  the  Anti-Trust  Act  of  July  2, 

•  For  opinion  of  Circuit  Court  (164  Fed.  Bep.  700),  see  vol.  3,  p.  427. 
For  injunction  provisions  of  final  decree,  loitered  on  mandate  of  the 
Supreme  Court,  see  post,  p.  246. 
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XS90,  e.  (M7,  26  Stat  209;  and  Aeld  that  the  combliiatioii  In  this  eaae 
is  one  hi  restraint  of  trade  and  an  attempt  to  monopolise  tiie  bnai* 
nees  of  tobacco  In  Interstate  commerce  within  the  prohibitions  of 
the  act*     . 

[107]  In  order  to  meet  sach  a  sltnation  as  is  presented  by  the  record 
hi  this  case  and  to  afford  the  relief  for  the  evils  to  be  overcome,  the 
Anti-Tmst  Act  of  1880  mast  be  given  a  more  comprehensive  appli- 
cation than  affixed  to  it  in  any  previous  decision. 

In  Standard  OU  Co,  t.  United  States,  ante,  p.  1,  the  words  "  restraint 
of  trade  *•  as  used  in  f  1  of  the  Anti-Trust  Act  were  properly  con- 
strued by  the  resort  to  reason ;  the  doctrine  stated  In  that  case  was 
in  accord  with  an  previous  decisions  of  this  court,  despite  the  con- 
trary view  at  times  erroneously  attributed  to  the  expressions  in 
VfUted  States  v.  Tra/ns-Uissowi  Freight  Assodation,  166  TJ.  S.  290, 
and  United  States  v.  Joint  Traffic  Association,  171  U.  S.  505. 

The  Anti-Trust  Act  must  have  a  reasonable  construction  as  there  can 
scarcely  be  any  agreement  or  contract  among  business  men  that 
does  not  directly  or  indirectly  affect  and  possibly  restrain  com- 
merce. United  States  r.  Joint  Traffic  Association,  171  U.  8.  606^ 
568. 

The  words  **  restraint  of  trade  *'  at  common  law,  and  in  the  law  of 
this  country  at  the  time  of  the  adoption  of  the  Anti-Trust  Act, 
only  embraced  acts,  contracts,  agreements  or  combinations  which 
operated  to  the  prejudice  of  the  public  Interests  by  unduly  restrict- 
ing competition  or  by  unduly  obstructing  due  course  of  trade,  and 
Congress  intended  that  those  words  as  used  in  that  act  should  have 
a  like  significance;  and  the  ruling  in  Standard  Oil  Co,  v.  Undted 
States,  ante,  p.  1,  to  this  effect  is  reSxpressed  and  reaffirmed. 

The  public  policy  manifested  by  the  Anti-Tmst  Act  is  expressed  in 
such  general  language  that  it  embraces  every  conceivable  act  which 
can  possibly  come  within  the  spirit  of  its  prohibitions,  and  that 
policy  cannot  be  frustrated  by  resort  to  diflguise  or  subterfuge  of 
any  kind. 

The  record  in  this  case  discloses  a  combination  on  the  part  of  the  de- 
fendants with  the  purpose  of  acquiring  dominion  and  control  of 
hiterstate  commerce  in  tobacco  by  methods  and  manners  clearly 
within  the  prohibition  of  the  Anti-Trust  Act;  and  the  subject- 
matters  of  the  combination  and  the  combination  itself  are  not  ex- 
cluded from  the  scope  of  the  act  as  being  matters  of  intrastate  com- 

.    m^rce  and  subject  to  state  controL 

III  this  case  the  combinatlcai  in  aH  its  aspects  both  as  to  stock  owner- 
ship, and  as  to  the  corporations  independently,  including  foreign 
corporations  to  the  extent  that  they  became  co($perators  in  the  com- 

*  Syllabus  and  statements  of  arguments  eep^rfgbted*  1911,  by  Tbe 
Ba>ika  Law  PabUshlBg  Company. 
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titniutloit  oove  witbin  tht  prohibition  of  tbe  fixit  and 
tloius  of  tbe  Anti-Tmst  AiCt 

In  giving  relief  againat  an  unlawful  combination  under  tbe  Anti-Tmat 
Act  tbe  court  abould  give  complete  and  efficadoua  effect  to  tiie 

[108]  probibitiona  of  tbe  atatnte;  aocompUab  tbia  result  witb  aa  lit- 
tle iojuzy  aa  poaaible  to  tbe  intereat  of  tbe  geneitd  public;  and 
bave  a  proper  regard  for  tbe  vested  property  intereeta  innocently 
acquired. 

In  tbia  caae  tbe  combination  in  and  of  itself,  and  alao  all  of  ita  con- 
atituent  elementa,  are  decreed  to  be  illegal,  and  tbe  court  below  ia 
directed  to  bear  tbe  parties  and  ascertain  and  determine  a  plan  or 
metbod  of  dissolution  and  of  recreating  a  condition  In  barmony 
witb  law,  to  be  carried  out  witbin  a  reasonable  period  (in  tbia  caae 
not  to  exceed  eight  montba),  and,  if  necessary,  to  effectuate  this 
result  either  by  injunction  or  receivership. 

Pending  the  achievement  of  the  result  decreed  all  parties  to  the  com- 
bination in  tbia  case  ahould  he  restrained  and  enjoined  from  enlarg- 
ing tbe  power  of  the  continuation  by  any  meana  or  device  whatever. 

Where  a  caae  ia  remanded,  aa  this  one  la,  to  the  lower  court  witb 
directions  to  grant  the  relief  in  a  different  manner  from  that  de- 
creed by  it,  the  proper  course  is  not  to  modii^  and  affirm,  but  to 
reverse  and  remand  with  directlona  to  enter  a  decree  in  conformity 
with  the  opinion  and  to  carry  out  the  directions  of  this  court  witb 
costs  to  defendanta. 

164  Fed.  B^.  700,  reversed  and  remanded  with  directlona. 

The  facts,  which  involve  the  construction  of  the  Anti- 
Trust  Act  of  July  2, 1890,  and  the  question  whether  the  acta 
of  the  defendants  amounted  to  a  combination  in  restraint  of 
interstate  commerce  in  tobacco,  are  stated  in  the  opinion* 

The  Attorney  Gneneral  and  Mr.  James  G.  MoEeynolds  lor 
the  United  States  : 

What  constitutes  or  materially  affects  interstate  or  foreign 
commerce  is  a  practical  question  to  be  decided  upon  a  view  of 
tbe  facts  presented  in  each  case.  Rearich  v.  Pennsylvania^ 
203  U.  S.  507,  512;  Western  Union  Tel  Oo.  v.  KaneoM^  316 
U.  S.  1 ;  International  Text  Booh  Oo.  v.  Pigg^  91T  U.  8.  91 ; 
Dozier  v.  Alahafna^  218  U.  S.  124.  In  the  constantly  recur- 
ring course  of  affairs  commerce  among  the  States  passes 
through  three  stages:  soliciting  orders;  manufacturing  the 
goodff;  transportiiig  th^n  to  the  purchaser.  And  each  n  an 
essential  of  the  entire  movement    Soliciting  orders  undoubC* 
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edly  is  iiiter[]l0»]state  commerce,  Sibling  y.  Shelbp  OomaOy^ 
190  U.  S.  489.  TracspoEting  the  maaufactared  article  like- 
wise is  clearly  of  the  same*  The  mamifaatttre  is  as  esBeiitial 
as  either  of  the  other  elements ;  and  some  restrictions  upon  it, 
as  all  know,  affect  the  very  foundations  of  interstate  trade. 

The  commerce  clause  gives  Congress  power  to  indicate  its 
will  in  conformity  to  which  interstate  commerce  shall  be  car- 
ried on.  This  is  supreme  and  admittedly  extends  to  whatever 
is  itself  interstate  commerce,  and  all  instrumentalities  and 
persons  engaged  therein.  Legislation  which  directly  regulates 
any  of  these  things  comes  clearly  within  the  constitutional 
grant.  Delaware  db  Hudson  R.  R.  Co.  v.  United  States,  218 
U.  S.  366.  And,  consequently,  whenever  manufacture  can  be 
regarded  as  a  part  of  such  commerce  Congress  may  inhibit 
a  monopoly  thereof,  as  in  so  doing  it  would  be  directly  reg- 
ulating commerce. 

The  granted  power  may  be  made  effective  by  all  means 
reasonably  necessary  therefor.  Experience  demonstrates  that 
the  indicated  will  of  Congress  concerning  interstate  trade 
and  commerce  may  be  directly  hindered,  obstructed  and  nul- 
lified by  some  things  which  are  no  part  thereof.  Whatever 
of  these,  therefore,  as  an  efficient  cause  will  probably  occasion 
as  a  natural  and  reasonable  consequence  material  obstruction 
or  hindrance  to  the  efficacious  operaticm  of  its  lawful  will, 
Congress  may  prohibit  A  monopoly  of  production,  as  the 
efficient  cause^  may  occasion  material  hindrance  or  obstruc- 
tion to  such  operation  of  the  indicated  will  of  Congress,  and 
in  that  event  may  be  prohibited  because  of  this  effect  although 
manufacture  be  regarded  as  no  part  of  commerce.  Oibbon^ 
V.  Offden,  9  Wheat.  1,  195,  208,  209;  United  States  v. 
Goombes^  12  Pet.  72,  78;  The  Daniel  BaU,  10  Wall.  567. 

Where  matters  of  ecasioauc  opinion  or  theory  afe  elements 
for  consideration  and  conclusions  depend  thereon,  the  courts 
most  nceept  whatever  declaration  Congress  has  [110]  made 
in  respect  of  them,  and  frame  their  judgments  in  harmony 
therewith,  unless  fswh  dedaratioii  is  plainly  without  reason- 
able foundation.  Natumai  Cotton  OU  Co.  v.  Tewas,  197 
U.  8. 116. 
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C!<»itraot8,  oombinaticHis,  oanspiraoies  and  nuMiopotiet 
which  directly  and  materially  hindered  (H*  obstructed  inter- 
state or  foreign  oommeroe  were  unlawful  prior  to  the  act  of 
July  2, 1890. 

The  principles  of  the  common  law  are  applicable  to  inter- 
state commerce  transactions.  Western  Union  Telegraph 
Company  v.  OdU^  181  U.  S.  92,  102.  Without  congressional 
enactment,  every  contract,  combination,  conspiracy  or  mo- 
nopoly, unlawful  at  common  law,  would  be  so  regarded  by 
the  Federal  courts  although  relating  solely  to  interstate  <Mr 
foreign  commerce;  and  certainly  no  affirmative  aid  would  be 
given  to  the  purposes  of  any  of  them. 

C!ongress  has  power  '^  to  regulate  commerce  with  foreign 
Aations,  and  among  the  several  States,  and  with  the  Indian 
tribes."  Except  as  limited  by  other  provisions,  this  power  is 
supreme  and  cannot  be  abridged  by  State,  individual  or 
corporation. 

Inaction  by  Congress  indicates  its  will  that  interstate  and 
international  commerce  shall  be  free;  and  therefore  what- 
ever substantially  obstructs,  interferes  with  or  hampers  such 
commerce  conflicts  with  the  will  of  Congress  and  the  Federal 
Constitution.  Leisy  v.  Hardin,  185  U.  S.  100;  Re  Rahrer^ 
140  U.  S.  546 ;  Rhodes  v.  Iowa,  170  U.  S.  412;  Adams  Express 
Go.  V.  Kentucky,  206  U.  S.  129,  135;  Atlantic  Coast  Line  v. 
Wharton,  207  U.  S.  828,  884;  Adams  Express  Co.  v.  Ken- 
tucky, 214  U.  S.  218. 

The  doctrine  that  inaction  by  Congress  is  equivalent  to  a 
positive  declaration  that  commerce  shall  be  free  and  untram- 
meled  and  that  whatever  substantially  interferes  with  or 
hampers  the  same  is  in  conflict  with  the  Constitution  of  the 
United  States  rests  upon  the  intention  of  [111]  Congress 
reasonably  implied  from  its  silence  in  respect  to  the  subject 
of  commerce.  Bowman  v.  Chicago  <6c.  R.  R.  Co^  125  U.  S. 
4«5,  482. 

Contracts,  combinations,  conspiracies  and  monopolies  may 
and  often  do  prevent  the  free  flow  of  commerce — substan- 
tially obstruct,  interfere  with  and  hamper  the  same.  Addys- 
ton  Pipe  case^  175  U.  S.  211 ;  Loeioe  v.  Laiwlor^  208  U.  S.  2T4. 
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If  state  legislation  which  substantially  hinders  or  obstructs 
commerce  is  invalid,  because  in  conflict  with  the  contrary 
intention  of  Congress  reasonably  implied  from  silence,  a 
fortiori  is  this  true  of  any  arrangements  by  corporations 
which  bring  about  like  results. 

In  the  absence  of  express  legislation  any  contract,  com- 
bination, or  other  arrangement  by  corporations  which  directly 
and  materially  hinders,  restrains  or  obstructs  the  free  flow 
of  interstate  or  foreign  commerce  would  be  unlawful.  Be 
Debs,  168  U.  8.  664,  677,  699;  Undon  Bridge  Oo.  v.  Vrdted 
States,  204  U.  8.  864;  Oalvestan  R.  B.  v.  Texas,  210  U.  S. 
217;  Oaldwett  v.  North  OaroUna,  187  U.  S.  622.  How  far 
the  courts,  in  the  absence  of  a  statute,  could  prevent  and 
restrain  such  obstructions,  or  whetlier  parties  thereto  might 
be  proseouted  criminally,  it  is  not  necessary  to  discuss,  since 
the  Anti«Trast  Act  now  clearly  applies  to  them. 

The  anti-toust  provisions  of  the  Wilson  Tariff  Act  (1894) 
apply  to  any  combination  or  agreement  intended  to  restrain 
free  competition  when  one  of  the  parties  is  engaged  in  im- 
porting. 

These  provisions  have  not  been  construed  by  this  court 
They  denounce  every  ccmibination,  one  party  to  which  is 
engaged  in  importing,  when  intended  to  restrain  lawful  com- 
merce or  free  competition  therein.  The  language  differs 
somewhat  from  the  Sherman  Act,  not  improbably  because  of 
prior  opinions  in  the  lower  Federal  courta  Re  Oreene,  62 
Fed  Rep.  104;  United  States  v.  Trans-Missouri  [118]  Freight 
Assn.,  68  Fed.  Sep.  40;  68  Fed.  Sep.  68;  United  States  v. 
E.  0.  KnigU  Co.^  60  Fed.  Bep.  984. 

The  Sherman  Act  prescribes  the  rule  of  free  competiti<m 
in  its  broad  and  general  sense  and  denounces  contracts,  com- 
binaticms  and  conspiracies  in  whatever  form  which  in  effect 
or  necessary  tendency  directly  and  materially  obstruct  inter- 
state or  foreign  commerce.  The  natural  effect  of  competi- 
tion is  to  increase  commerce;  to  extinguish  or  prevent  the 
free  play  of  competition  is  to  hinder  it 

The  rights  of  an  individual  acting  alone  are  not  involved 
in  the  present  controversy.  (Concurring  opinion  of  Justice 
Brewer  in  Northern  Securities  case.) 

The  record  reveals  gross  violations  of  the  anti-trust  stat- 
utes within  any  construction  consistent  with  repeated  ded* 
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sions  of  dus  oourt;  if  limited  to  unreasonable  restraints  the 
present  case  would  be  clearly  within  them.  And  if  duress, 
and  wicked  and  un&ir  methods  are  essential,  they  all  appear. 

Interstate  commerce  is  a  term  of  very  large  significance. 
It  comprehends  intercourse  for  the  purposes  of  trade  in  any 
and  all  forms,  including  transportation,  purchase,  sale  and 
exchange  of  commodities  between  citizens  of  different  States. 
Begulation  and  oommeroe  are  both  practical  conceptions,  and 
their  limits  must  be  fixed  by  practical  lines*  AddyeUm 
Pipe  Co.  V.  VnUed  States,  175  U.  S.  211;  CaldweU  v.  North 
Carolina,  187  U.  S.  622,  632;  Montague  A  Co.  v.  Lowry,  198 
U.  S.  88;  Swift  <j6  Co.  v.  United  States,  196  U.  S.  876; 
Bearick  v.  Pennsylvama,  208  U.  S.  507,  612;  Oalvesion  R.  R. 
V.  Temaa,  210  U-  S.  217,  226. 

The  anti-trust  laws  must  be  reasonably  ocmstrued  with  a 
view  to  practical  enforcement,  and  not  so  as  to  defeat  the 
purposes  leading  to  their  enactment  '^Nothing  is  better 
settled  than  that  statutes  diould  receive  a  sensible  construc- 
tion, such  as  will  effectuate  the  legislative  intentimi,  and,  if 
possible,  so  as  to  avoid  an  unjust  or  an  absurd  [113]  conclu- 
sion." Lau  Ow  Bew  v.  United  States,  144  U.  S.  47,  69; 
United  States  v.  Joint  Traffic  Assn.,  171  U.  S.  606,  667; 
Hopkins  T.  United  States,  171  U.  S.  578,  600;  Anderson  v. 
United  States,  171  U.  S.  604,  616;  Sv>ift  <6  Company  v. 
United  States,  196  U.  S.  876,  896;  Cincinnati  Packet  Camr 
pony  V.  Bay,  200  U.  8. 179, 184. 

The  general  principles  adopted  in  reference  to  state  legis- 
lation affecting  interstate  commerce  are  applicable  for  deter- 
mining whether  combinations  of  corporations  or  individuals 
materially  affect  the  free  flow  of  such  commerce.  The  valid- 
ity of  such  state  legislation  turns  upon  whetiier  its  direct  effect 
or  necessary  tendency  is  the  material  or  substantial  restraint, 
hindrance  or  obstruction  of  commerce.  If  so,  it  is  unccm- 
stitutional  irrespective  of  intent.  But  if  the  effect  is  only 
immaterial  and  incidental  this  does  not  invalidate.  AsbeU  v. 
Kansas,  209  U.  S.  261,  266;  Galveston  Ac.  R.  R.  v.  Teofos, 
210  U.  8.  217,  227;  Minnesota  v.  Barber,  186  U.  8.  818,  319; 
Riehnond  Ac,  B.  B.  Co.  v.  Pattersm,  169  U.  8.  811,  814; 
Chicago  Ac.  R.  R.  v.  Solan,  160  U.  8. 188;  MiseouriAe.  R.  R. 
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▼.  Hab&Tj  169  T7.  S.  618,  6S6;  Boumym  v.  Chicago  dbe.  R.  R. 
Co.,  125  U.  8.  466,  482;  Smith  y.  AlAema,  124  U.  S.  465, 
478. 

The  Sherman  Act  applies  when  the  direct  result  or  nee- 
essarj  tendency  of  the  prohibited  thing-Hsontract,  combi- 
nation,  etc — ^is  material  obstruction,  hindrance  or  restraint 
of  interstate  or  foreign  commerce.  This  thing  need  not  be 
any  part  of  commerce,  nor  be  done  by  parties  mgaged 
therein.  And  whether  such  obstruction,  hindrance,  restraint 
or  tendency  exists  must  be  determined  by  the  court  upon  the 
facts  of  each  case.  That  which  did  not  restrain  commerce 
fifty  years  ago  may  do  so  to-day.  Lo&we  v.  Lawlor,  208 
XJ.  S.  274,  298;  Union  Bridge  ComfWMj  v.  United  StateSy 
204  U.  S.  864,  400;  Pennsylvania  v.  WheeUng  Bridge  Co., 
18  How.  518,  and  18  How.  421. 

The  settled  rule,  and  one  constantly  inyoked  by  those 
engaged  in  interstate  commerce,  is  that  any  state  statute 
[114]  which  in  effect  or  necessary  tendency  directly  and  ma- 
terially obstructs  or  hinders  the  free  flow  of  interstate  com- 
merce conflicts  with  the  Federal  Constitution.  Certainly 
one  purpose  of  the  Sherman  Act  was  to  prevent  any  such 
interference  with  commerce  through  contracts,  combination^ 
conspiracies  or  monopolies  {Loewe  T.  Lawlor),  and  if  state 
statutes  are  cut  down  because  of  congressional  intent  inferred 
from  silence,  there  can  be  no  question  of  the  power  of  Con- 
gress by  a  positive  enactment  to  destroy  obnoxious  arrange- 
ments amongst  individuals  or  corporations.  The  interpre- 
tation of  the  Sherman  Act  expounded  in  the  unanimous  opin- 
ion in  Loewe  v.  Lawlor  supports  this  suggestion. 

The  natural  effect  of  competition  in  its  broad  and  legiti- 
mate sense  is  to  increase  trade.  To  suppress  such  competi- 
tion restrains,  hinders  and  obstructs  trade  within  the  mean- 
ing of  the  Anti-Trust  Act.  United  States  v.  Trans-Missouri 
Freight  Assn.,  166  XJ.  S.  290;  United  States  v.  Joint  Traffte 
Assn.,  171  17.  S.  805;  Addyston  Pipe  Co.  v.  United  States, 
175  U.  S.  211;  Northern  Securities  Co.  v.  United  States, 
193  tJ.  S.  197;  United  States  v.  Standard  OU  Co.,  178  Fed. 
Kep.  177.  This  rule  is  especially  rigid  in  respect  of  public 
service  corporations.    Oibhs  v.  Consdlidated  Gas  Co.^  180 
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T7.  S.  896;  United  JStates  y.  Trana-Missauri  Freight  Aern^ 
166  n.  S.  290 ;  but  it  is  applicable  to  all  commerce. 

Persons  of  sound  mind  are  presumed  to  intend  the  neces- 
sary or  ordinary  consequences  of  their  acts,  Clarion  Bank 
y.  Jones^  21  Wall.  825,  887;  and,  in  general,  the  intent  con- 
sciously entertained  or  dominant  in  the  minds  of  parties  to 
a  combination  is  not  material—- certainly  nak  dedbdve  of  its 
legality.  Where  attempts  to  monopolize  are  charged,  or 
where  essential  to  show  a  plan  not  necessarily  inferred  fr<Mn 
circumstances,  or  where  the  effect  of  established  acts  may 
be  doubtful,  the  actual  purpose  may  be  material — ^perhaps 
essential.  United  States  v.  Trana-Mo.  [116]  Ft.  Asm.,  166 
U.  S.  290,  841,  842;  Addystan  Pipe  Co.  v.  United  States, 
176  U.  S.  211,  284;  Swift  <6  Co.  t.  United  States,  196  U-  S. 
876,  896. 

The  fundamental  design  of  the  anti-trust  legislation  is 
not  punishment  of  immorality,  but  prevention  of  mischief 
consequent  upon  unification  of  control  and  destruction  of 
competition.  The  public  is  chiefly  concerned  about  practical 
results — ^not  mental  attitudes.  The  lawfulness  of  a  combina- 
tion cannot  be  determined  by  the  conscious  purpose  of  the 
parties;  necessary  consequences  are  presumed  to  have  been 
intended.  United  States  v.  Trans-Mo.  Ft.  Assn.,  166  U.  S. 
290;  United  States  v.  Joint  TraHic  Assn.,  171  U.  S.  562; 
Addyston  Pipe  Co.  v.  United  States,  176  U.  S.  211,  234. 

The  word  '^  unreasonable ''  cannot  be  read  into  the  first 
section  of  the  Sherman  Act;  but  this  does  not  render  the 
prohibitions  applicable  merely  because  commerce  is  in  some 
way  affected,  or  to  transactions  always  enforceable,  and  never 
regarded  as  objectionable  from  any  standpoint.  This  court 
has  never  declared  unlawful  those  ordinary  business  arrange- 
ments always  sanctioned  at  common  law  and  wholly  outside 
the  mischief  intended  to  be  prevented.  Any  act,  however, 
although  entirely  innocent  when  standing  alone  may  be  crimi- 
nal if  part  of  an  unlawful  plan.  United  States  v.  Joint 
Traffic  Assn.,  171  U.  S.  605,  667,  668;  Hopkins  v.  United 
States,  171  U.  Sv  578,  600;  Aikens  v.  Wisoonsii^  195  U.  S. 
194,  206;  Swift  &  Company  v.  United  States,  196  U.  S.  876, 
896;  CineiMMU  Packet  Co.  v.  Bay,  200  U.  S.  179. 
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The  Government  does  not  maintain  that  restraint^  obafeme^ 
tion  or  hindrance  of  commerce  is  denotinoed  by  the  act  unlaes 
direct  and  material  either  in  tendency  or  effect;  and,  of 
course,  do  not  insist  that  every  contract  or  arrangement 
which  merely  eliminates  a  competitor  in  interstate  trade  is 
for  that  sole  reason  milawfuL  The  statute  was  intended  to 
foster,  not  destroy,  business  operations  [116]  universally 
regarded  as  promotive  of  public  welfare.  The  suggestioON 
that  the  statute  denounces  as  criminal  every  party  to  any 
sort  of  contract  which  eliminates  any  independent  dealer  in 
interstate  commerce  however  insignificant  is  untenable.  But 
when,  as  in  the  present  case,  the  restraint  is  the  direct  con-* 
sequence  of  or  that  to  which  the  challenged  contract  or  com-^ 
bination  necessarily  tends,  and  is  also  of  a  material  or  sab* 
stantial  character  it  is  clearly  within  the  prohibition.  The 
Government  does  not  avouch  and  will  not  attempt  to  suppwt 
this  extreme  construction  which  was  adopted  by  the  presid- 
ing judge  below. 

Contracts,  combinations  or  conspiracies  which  give  power 
materially  to  restrain  ccHnmerce  and  indicate  a  dangerous 
probability  of  its  exercise  and  those  which  neoeasarily  tttid 
to  monopoly  are  unlawful  without  more.  United  States  v« 
E.  C.  Kmghi  Co.,  166  U.  S.  1;  United^  States  v.  Tnms^ 
Missouri  Ft.  Asan^  166  U.  S.  290;  Northern  Securities  Com- 
pany V.  United  States,  198  tJ.  S.  197;  United  States  v.  Standi 
ard  OU  Co.,  173  Fed.  Rep.  177.  The  essential  purpoee  of 
tbe  statute  is  to  prevent  injury — not  merely  to  reverb  a 
course  of  conduct. 

The  words,  ^'contract,  combination  and  conspiracy''  in 
the  statute  are  used  in  their  ordinaiy  sense,  and  there  is  no 
exception  in  favor  of  sales,  conveyances  or  other  e:sscuted 
arrangements.  PetObone  v.  United  States,  148  U.  S.  197, 
908 ;  Noyes  on  Intercorporate  Belations,  §§  324  et  seg. 

The  decision  in  United  States  v.  E.  C.  Knight  Oompang 
turned  upon  the  condienon  that  under  the  peculiar  circuas- 
stances  of  that  case  what  was  alleged  and  proved  did  not 
show  a  direct  or  necessary  obstruction  to  interstate  oom- 
BEKffce;  and  it  may  be  relied  upon  only  where  the  evidmoe 
reqiures  a  Iflce  finding  en  that  point  The  faets  of  the  pne6-> 
96826*'— VOL  4—17 12  . 
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eni  case  render  such  a  conclusion  impossible.  Ilie  things 
done  had  direct  reference  to  interstate  and  foreign 
[117]  oommerce;  competition  therein  has  been  effectively  de- 
stroyed and  monopoly  secured.  In  support  of  the  foregoing 
doctrines,  see  United  States  y.  E.  O.  KnigM  Company 
(18»6),  156  U.  S.  1;  PearsaU  v.  Oreat  Northern  R.  R.  Ca. 
(1«96),  161  n.  S.  646;  United  States  v.  Trans-Miasouri 
Freiffkt  Assn.  (1897),  166  U.  S.  290;  United  States  y.  Jxrint 
Troiffio  Assn.  (1898),  171  U.  S.  506;  Hopkins  y.  United 
States  (1898),  171  U.  S.  578;  Anderson  y.  United  States 
(1898),  171  n.  S.  604;  Addyston  Pipe  <&  Steel  Company  y. 
United  States  (1899),  175  U.  S.  211;  Montague  <&  Company 
y.  Lowry  (1908),  193  U.  S.  38;  Northern  Securities  Company 
y.  United  States  (1904),  193  U.  S.  197;  Harriman  y.  North- 
ern Securities  Company  (1906) ,  197  U.  S.  244;  Stoift  dk  Com- 
pany y.  United  States  (1905),  196  U.  S.  876;  Cincinnati 
et  al.  Packet  Co.  v.  Bay  (1906),  200  U.  S.  179;  Loewe  r. 
Lawlor  (1908),  208  U.  S.  274.  See  also  National  Cotton 
OH  Co.,y.  Texas,  197  U.  S.  116;  Shawnee  Compress  Co,  y. 
Anderson^  209  U.  S.  423;  Continental  Wall  Paper  Co.  y. 
Voigkt^  212  U.  S.  227;  Pennsylvania  Sugar  Refining  Com- 
pany y.  American  Sugar  Refining  Co.^  166  Eed;  Kep.  254; 
Bigelow  y.  Calumet  A  Hecla  Mining  Company ,  167  Fed, 
Bep.  704,  721;  National  Fireproofing  Company  y.  Mason 
BuOders  Assn.,  169  Fed.  Rep.  259;  United  States  y.  Standi 
ard  Oil  Co.,  178  Fed  Rep.  177. 

Monopoly  is  the  outcome  of  the  practical  cessation  of 
effectiye  business  competition.  This  word  in  the  Anti- 
Trust  Act  has  no  reference  to  a  grant  of  special  privileges 
but  is  used  in  a  broad  sense.  Trade  and  commerce  in  any 
commodity  are  monopolized  wheneyer  as  the  result  of  the 
concentration  of  competing  businesses — ^tiot'  occurring  as  an 
incident  to  the  orderly  growth  and  development  of  one  of 
them — one  or  a  few  corporations  (or  persons)  acting  in  con- 
cert practically  acquire  power  to  control  prices  and  smother 
competition. 

The  rights  of  an  individual  acting  alone  are  not  in-> 
volved  and  it  is  unnecessary  to  inquire  how  far  his  acts 
[US]  may  be  limited.    Ciorporations  do  not  have  all  the  con- 
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stitntional  rights  of  an  individual  and  are  themselves  cam- 
binations  subject  to  the  rules  of  law  applicable  to  acts  done 
in  concert* 

The  word  ^^  monopolise  "  has  no  reference  to  a  govern- 
mental grant  Congress  was  striking  at  an  existing  evil — 
unification  of  control  with  consequent  destruction  of  oom< 
petition  through  powerful  organizations.  The  essential  idea 
of  monopoly  is  d>ilit7  to  control  prices  or  to  deprive  the  pub- 
lic of  advantages  flowing  from  free  competition.  Whether 
the  power  has  been  actually  exercised,  or  prices  or  the  total 
volume  of  trade  increased  or  diminished  is  immaterial ;  and 
its  existence  must  be  determined  by  practical  consideration 
of  existing  conditions,  giving  due  weight  to  the  peculiarities 
of  the  commerce  involved.  It  is  certain  that  where  parties 
have  deliberately  pursued  a  course,  the  ordinary  result  or 
necessary  tendency  of  which  is  monopoly,  they  cannot  be 
heard  to  deny  an  unlawful  intent;  and  a  monopoly  acquired 
through  contract,  combination  or  conspiracy  whidi  directly 
and  essentially  destroys  competition  clearly  is  unlawful. 
United  States  v.  Trans-Mo.  Ft.  Assn.,  166  U.  S.  290;  Addy- 
stan  Pipe  Co.  v.  United  States^  176  U.  S.  211 ;  Swift  ds  Co.  v. 
United  States,  196  U.  S.  375. 

The  courts  have  long  referred  to  ^  monopoly  ^  the  outcome 
of  individual  action  as  distinguished  from  governmental 
grant,  and  have  declared  unlawful  every  arrangement  tend- 
ing thereto.  Hie  word  in  the  Sherman  Act  has  the  same 
significance  as  in  the  well-known  opinions,  from  Mitchell  v. 
Reynolds,  1  P.  Williams,  181,  to  Continental  Wall  Paper 
Co.  V.  Voighty  212  U.  S.  227 ;  United  States  v.  AJIfd.yston  Pipe 
Co.,  86  Fed.  Rep.  271 ;  United  States  v.  E.  C.  Knight  Co., 
166  U.  S.  1, 16 ;  PearsaU  v.  Great  Northern  Railway  C^.,  161 
U.  &  644;  United  States  v.  Freight  Association,  166  U.  S. 
290,  828;  National  Cotton  OH  Co.  y.  Tewas,  197  U.  S.  116; 
Shawnee  Compress  Co.  v.  Anderson,  [119]  209  U.  S.  423, 
488 ;  People  v.  North  River  Sugar  Refmmg  Co.,  54  Hun,  864 ; 
American  Biscuit  Co.  v.  ElotB,  44  Fed.  Bep.  721,  724;  Rich- 
ardson V.  Buhl,  77  Midiigan,  632;  Pocahontas  Coke  Co.  v. 
Powhatan  C.  dk  C.  Co.,  60  W.  Va.  508 ;  Harding  v.  American 
Cfhicoee  Oo^  182  Illinois,  619,  620;  Noyes  cm  Interoorporate 
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Rda,  t^ta»  ei  9$q^  S8»;  Andrews,  Aimr.  Law  (9i  Ed.) 
VoLI,778. 

The  legislation  agminst  combinations  and  monopolieB  can- 
not be  defeated  by  causing  a  oorporatiim  to  aoqoire  tbe  shares 
or  properly  and  bnsineBB  of  competing  corporatiQiis;  nor  by 
any  other  scheme  or  deyioe. 

Goiporate  ccMnbinatknis  which  bring  aboat  the  lesolts  de- 
noonoed  by  the  statute  are  unlawfoL  Hiey  are  in  fact  more 
injurious  to  the  pofalie  than  the  old  forms  of  simple  agree- 
ment among  separate  ocmcems  or  tiie  well-known  truat  fonna. 
Eddy  cm  Combinations,  Vol.  I,  §§  617,  620  e^  seq.;  Noyes  on 
IntercxHporate  Belati<ms,  §  307;  DistOery  Co.  t.  Peofie^  156 
Illinois,  44& 

If  the  corporate  form  of  ccxnbination  is  beyond  the  reach 
of  Congress,  it  ladcs  supreme  power  te  regulate  commerce. 
Certainly  a  corporation^  a  mere  creature  of  state  law,  cannot 
be  oidowed  with  power  to  obstmct  conuneree  not  .poasesaed 
by tiie State itaebE.  Deb'9ca»e,l'5»\}.S.^M^\AddysUmPipe 
Co.  T.  UniML  SiaieSy  175  U.  &  211 ;  fforfhem  SoeuriiieM  earns 
198  U.  S.  197, 

The  right  to  buy,  sdl  and  transfer  property  is  not  superior 
to  Uie  right  to  make  other  contracts;  and  all  are  subordinate  to 
the  power  of  Congress  to  regulate  cranmeroe.  AddjfMkm  Pipe 
Co.  T.  VniUd  Stain,  175  U.  S.  211;  NoHhem  Seearitiea  Co. 
Y.  UnUedStatoBy  193  U.  S.  197;  SvfifidbCo.  v.  United Siaie^^ 
196  U.  S.  396;  Shavmee  Comyress  Co.  y.  Anderson^  209  U.  S. 
423;  ArwuHir  Packing  Co.  t.  United  States,  209  U.  S.  56; 
Uniied  States  t.  Del.  <6  Hud.  B.  R.  (CommodiHee  Chmee 
case),  212  U.  S!  366;  NaiL  Harrow  Co.  v.  HencK,  88  Fed. 
Bep.  36;  S.  C,  84  Fed.  Sep.  226. 

A.  c<Mrporation  which,  not  as  an  incident  to  ord^y 
[129]  growth,  secures  contixd  of  competitors  by  purdiasing 
their  diares  or  property  and  business  and  thereby  acquires 
power  to  suppress  comp^tim  b  no  leas  ii*imiii«^  to  pufaMc 
intereste  than  a  technical  ^  Trust,'^  and  indeed  is  often  a  mei« 
modification  thereof.  The  direct,  necessary  result  of  soiA  an 
arrangonent  is  to  hindtt*  and  obetroet  commeroBu  The  Pear^ 
saU  eassy  161  U.  S.  644;  Norihem  SeewrUies  ease,  193  U.  8. 
M4;SkmamasComrsms€ase,2l[»lJ.S.4ia;Distaar9Ca.r. 
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/^^ijife,  1S<(  IiIino]s,448/^l.  In  re  Oreene,  52  Fed.  Sep.  101, 
and  the  E.  C.  Knight  case^  if  to  the  coixtrary,'mii8t  be  consid- 
ered disapproTed. 

There  is  no  foundation  for  the  claim  that  the  Sherman 
Act  was  directed  only  against  contracts  and  combinations 
of  an  executory  nature,  and  is  without  application  where 
transfers  of  property  have  been  actually  executed.  It  was 
intended  to,  and  does,  prohibit  oistruotians  to  conuneroe 
whether  resulting  from  executory  or  executed  arrangements. 
Northern  Securities  case,  198  U.  6.  107 ;  Shawnee  Gampreas 
Co.  v.  Arulerson^  200  U.  6. 428 ;  People  t.  Chicago  Gas  Trust, 
180  Illinois,  268;  DistiOers  <6  Cattle  Feeding  Co.  v.  The 
People^  156  Illinois,  448 ;  Pocahontas  Coke  Co.  v.  Powhatan 
Cod  4h  Coke  Co.,  60  W.  Ya.  508;  Eddy  on  Combinations, 
§  622;  Noyes  on  Intercorporate  Halations,  §§  354,  886. 

A  foreign  corporation  doing  business  within  the  United 
States  has  no  right  to  violate  its  policy  or  laws.  An  agree- 
ment or  combination  which  in  purpose  or  effect  conflicts 
therewith,  although  actually  made  in  a  foreign  country 
where  not  unlawful,  gives  no  immunity  to  parties  acting  here 
in  pursuance  of  it. 

If  Congress  is  powerless  to  prevent  wrongs  in  its  own 
jurisdiction,  when  the  actors  are  foreigners,  or  when  done 
in  pursuance  of  agreements  made  abroad,  its  sovereignty 
-is  a  myth. 

A  crime  is  committed  within  the  jurisdiction  where  the 
act  of  the  parties  actually  takes  effect,  although  the  in- 
(ISlJstrumentalities  may  have  been  set  in  motion  in  another 
jurisdiction.  Re  PaUiser,  136  TJ.  8.  266,  265;  Homer  v. 
United  States,  143  U.  S.  207 ;  Benson  v.  Henka,  198  U.  8.  1 ; 
Burton  v.  United  States,  202  U.  S.  344,  387;  United  States 
V.  Thayer,  209  U.  8.  89,  44w 

The  courts  should  enforce  the  anti-trust  legislation  by  all 
appi^priate  processes  known  to  their  usages;  and  decrees 
should  be  so  moulded  as  to  suppress  effectually  the  mischief 
eonsequ^it  upon  unlawful  arrangements. 

Congress  has  forbidden  monopolies  and  combinations. 
When  one  exists  everything  done  in  furtherance  of  its  pur- 
pose is  unlawful ;  especially  every  act  constituting  a  pait  of 
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interstate  or  foreign  commerce.  Therefore  the  privilege  of 
engaging  therein  may  be  denied.  The  power  to  regulate 
extends  to  prohibition  of  anything  directly  conflicting  with 
the  will  of  Congress  lawfully  expressed*  Northern  Securi- 
ties Co.  V.  Ufdted  States^  198  U.  S.  197;  Champion  r.  Ames 
(Lottery  case)^  188  U.  S.  821;  United  States  v.  Z>.  <fi  H.  Oo., 
218  U.  S.  866;  Loewe  v.  LawUr,  208  U.  S.  274. 

The  statute  requires  the  court  "to  prevent  and  restrain 
violations" — ^not  merely  to  determine  the  legality  of  past 
transactions.  The  public  interest  is  the  thing  to  be  subserved, 
and  it  demands  the  destruction  of  existing  michief  and  pre- 
vention of  impending  wrongs — the  removal  of  obstruction 
existing  or  threatened. 

Where  an  unlawful  corporate  combination  exists  and  iden- 
tity of  constituents  has  been  destroyed,  or  where  one  corpora- 
tion has  acquired  a  forbidden  monopoly,  there  are  two 
possible  effective  remedies.  The  first  is  to  enjoin  the  cor- 
poration from  doing  interstate  or  foreign  business  until  (if 
ever)  it  can  affirmatively  show  that  its  affairs  have  been  read- 
justed so  as  to  render  future  operations  lawful.  The  second 
is  to  appoint  a  receiver  to  take  possession  of  the  concern 
and  by  proper  acticoi  restore  opportunities  for  free  compe- 
tition. DeVs  oase,  168  U.  S.  564;  Chicago^  [1221  Rock 
Island  <6c.  By.  v.  Union  Pacific  Ry.^  47  Fed.  Rep.  15,  26; 
Stockton.  Atty.'Oenl.^  v.  Central  R.  R.  Co.^  50  N.  J.  Eq.  52, 
489;  Taylor  v.  Simon^  4  Mylne  &  Craig,  141;  Pomeroy  on 
Eq.  Juris.,  2d  Ed.,  §§  111,  170. 

The  Government  establislied  violations  of  the  Sherman 
Act  by  proving  first,  the  existence  of  contracts,  combinations, 
conspiracies  and  monopolies;  and,  second,  that  the  direct 
result  or  necessary  tendency  of  these  is  materially  to  ob- 
struct, hinder  and  burden  the  free  flow  of  interstate  and 
foreign  commerce: 

The  Knight  case  is  not  controlling;  the  combinations  es- 
tablished here  directly  and  materially  affect  not  only  the 
production  and  manufacture,  but  every  department  of  trade 
and  commerce  in  tobacco;  and  the  results  have  been  destruc- 
tion of  competition  in  such  commerce  and  monopolies  by 
defendants. 
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The  purpoeies  of  anti-trust  legisUtion  cannot  be  frustrated 
by  operating  through  a  corporation,  nor  by  means  of  exe- 
cuted sales  and  transfers  of  property.  The  Northern  Seeuri- 
ties  Co.  Y«  United  States^  193  U.  S.  197;  Harrimanr.  North- 
em  Securities  Co.^  197  U.  S.  244,  seem  dedisive  on  this  point. 

Moreover,  if  important,  the  evidence  clearly  establishes 
that  the  defendants'  actions  have  been  chamcternsed  by 
duress,  and  unfair  and  oppressive  methods;  and  that  follow- 
ing a  fixed  plan  they  have  sought  to  suppress  competition 
and  secure  monopolies. 

The  decree  below  was  right  in  so  far  as  it  enjoined  actd  in 
furtherance  of  the  combination ;  enjoined  the  control  of  cer- 
tain defendant  corporations  by  others  through  stock  owner- 
ship ;  and  also  in  so  far  as  it  prohibited  the  American  To- 
bacco Company  and  other  defendants  adjudged  to  be  in 
and  of  themselves  combinations  in  restraint  of  trade  from 
engaging  in  interstate  or  foreign  commerce. 

The  decree  below  did  no  more  than  was  necessary  to 
destroy  the  unlawful  combinations  and 'prevent  violations 
[128]  of  the  act — ^in  fact  it  did  not  go  far  enough.  Prohibi- 
tion of  acts  in  furtherance  of  the  combination  and  also  of 
control  by  one  corporation  of  another  is  abundantly  sup- 
ported by  The  Northern  Securities  Co.  v.  United  States; 
Swift  <&  Co.  V.  United  States^  and  United  States  v.  D.  dt 
H.  B.  B. 

That  part  of  the  decree  which  adjudges  the  Ameripan 
Tobacco  Company  and  others  unlawful  combinations  and 
enjoins  them  from  engaging  in  conmierce  is  novel — ^ap- 
parently without  a  direct  precedent;  but  it  harmonizes 
with  the  duty  to  enforce  the  act  Swift  ds  Co*  v.  United 
States^  supra. 

The  petition  should  not  have  been  dismissed  as  tq  the 
individual  defendants. 

In  order  effectually  to  destroy  combinations  the  intelligent 
manipulators  of  corporate  agencies  must  be  reached. 

Observance  and  every  act  done  in  pursuance  of  the  Englidi 
contracts  within  the  United  States  are.  unlawful;  and  the 
petition  was  wrongfully  dismissed  as  to  the  Imperial  To- 
bacco Company,  British- American  Tobacco  Company  and 
domestic  corporations  ccmtrolled  by  the  latter. 
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▲rgniDeiit  tor  the  American  Tobacco  Oo. 

The  cdFecA  of  the  agreements  entered  into  in  England  be- 
tween the  American  combination  and  the  Imperial  Tobacco 
Company  was  to  suppress  competition  between  those  two 
great  concerns  both  within  and  without  the  United  States. 
The  British- American  Tobacco  Company  was  brought  into 
existence  as  the  instrumentality  for  making  the  agreements 
effective.  The  result  of  the  whole  arrangement  was  to  de- 
stroy competiti<»i,  and  ineritably  tends  to  monopoly.  Ob- 
serranoe  of  these  arrangements  should  have  been  prohibited. 
The  British-American  Tobacco  Company  should  have  been 
enjoined  from  doing  business  within  the  United  States; 
and  the  same  prohibition  should  have  been  applied  to  the 
Imperial  Tobacco  Company  during  the  continuation  of  the 
unlawful  contracts. 

The  petition  should  not  have  been  dismissed  as  to  the 
[124]  United  Cigar  Stores  Company.  This  concern  is  one 
of  the  instrumentalities  in  the  hands  of  the  American  To- 
bacco Company  for  carrying  out  its  unlawful  purposes,  and 
the  connection  beCween  them  should  have  been  severed. 

The  final  decree  should  have  been  adjudged  that  defend- 
ants were  attempting  to  monopolize,  and  had  monopolissed, 
a  part  of  interstate  and  foreign  commerce. 

Monopoly  is  a  practical  conception,  and  its  existence  must 
be  determined  in  view  of  business  conditions.  The  evidence 
abundantly  establishes  that  the  defendants  have  acquired 
power  to  control  prices  and  smother  competition. 

The  final  decree  should  have  enjoined  corporations  holding 
shares  of  others  from  collecting  dividends  thereon. 

This  relief  was  granted  in  the  NcrtKem  Securities  case^ 
and  is  an  appropriate  way  to  destroy  the  relationship  where 
one  corporaticm  improperly  controls  another  by  stock  owner- 

Mr.  John  G.  Johnson^  Mr.  DeLancey  NicoU  and  Mr. 
Jvmua  Parker^  with  whom  Mr.  WiUiam  J.  Wallace  and  Mr. 
W.  W.  Fidler  were  on  the  brief,  Mr.  WUliam  M.  Ivins  also 
filing  a  brief,  for  the  American  Tobacco  Company  and  all 
the  other  defendants  except  the  Imperial  Tobacco  Company 
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{6t  Great  Britain  and  Ireland),  limited,  United  Cigar 
Stores : Company  and  B.  P.  Richardeon,  Jr.,  A  Co.,  Inc.: 

"Tbe  transactions  principally  ccmiplained  of  by  the  Gov- 
emment  in  this  bill  inv^lye  the  validity  of  one  or  l^e  other 
of  the  two  following  transactions,  to-wit:  (a)  Consolidation 
of  mannlactnring  interests  through  the  'formation  of  the 
corporation  and  the  transfer  to  it  of  the  properties  in  sach 
manufacturing  industries  for  exchange  of  stock  of  the 
Tendee  corporaticm  or  for  cash;  (b)  purchase  by  a  corpora- 
tion engaged  in  manufacturing  of  the  property  of  a  com- 
petitor, or  through  the  purchase  by  such  corporation  of  whole 
•or  part  of  the  stock  of  the  corporation  of  such  [135]  corn- 
fating  corporation,  generally  for  cash.  These  transactions 
tare  not  within  the  operation  of  the  Sherman  Law,  because 
*diey  primarily  affect  manufacturing  and  not  commerce. 
^V^eaeie^.  Moor^  14  How.  668;  Geunihf  of  MohUe  v.  KimhaUj 
102  U.  S.  eel;  Ooe  v.  Errol,  116  U.  8.  617;  Turpm  v.  Bur 
^ffmsj  117  U.  8.  604;  ^4dd  v.  Pearson,  128  U.  «.  1;  In  re 
Greene,  62  Fed.  Rep.  104;  United  States  v.  Kmght,  166 
U.  S.  1. 

Tlie  Knight  case  was  not  a  sporadic  decision  of  this  court, 
:but  was  the  logical  outcome  of  the  cases  diat  preceded  it 
that  have  just  been  cited,  and  it  has  not  been  overruled  or 
modified  by  any  subsequent  decision,  but  has  been  expressly 
recognized  whererer  mentioned.  Addyston  Pipe  dk  Steel  Go. 
V.  United  States,  176  TJ.  8.  211;  Montague  v.  Lovory,  198 
•U.  S-  88;  SvAft  A  Go.  v.  United  States,  196  U.  8.  875; 
SJuntmee  Compress  Co.  v.  Anderson,  209  U.S.  428;  Loewe  v. 
LoMiUyt,  208  U.  8.  274;  Northern  Securities  Co.  v.  United 
States,  198  U.  8.  197,  406;  Coniinentdl  WaU  Paper  Co.  v. 
Vdght,  212  TJ.'8.  227;  Ware  v.  MohUe  County,  209  TT.  S. 
406;  Bigeloio  r.  Gaktmet  Co.,  167  Fed.  Rep.,  721.  Confu- 
sion has  arisen  and  it  has  been  assumed  that  the  Kmght  case 
has  been  overruled  or  modified  because  of  the  failure  to  dw- 
tinguish  between  the  persons  complained  of  and  the  transac- 
tion whidi  is  the  basis  of  th^  complaint.  The  defwdants  in 
diis  case  and  the  defendants  in  the  Knight  case  were  en- 
gaged in  interstate  commerce,  but  the  question  is  not  whether 
•tiie  dcffendant  is  engaged^or  not  in  interstate  commerce,  but 
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whether  the  traxisaction  complained  of  is  en  act  of,  or  direct 
in  its  effect  on,  interstate  commerce;  one  engsgii^  in  inter- 
state commerce  does  not  thereby  subject  himaelf  and  his 
whole  business  to  the  control  of  Congress.  Howard  ▼•  BaO' 
road  Company y  207  U.  S.  463,  502. 

Any  attempt  to  distinguish  this  cade  from  the  KfUght 
ca^e  based  upon  unskillful  pleading  on  the  part  of  the  Got- 
cmment  in  the  Knight  case^  is  defeated  by  a  consider  [1M| 
ation  of  the  record  of  that  case  on  file  in  this  court  The 
scope  of  the  Knight  ease  as  het^  contended  has  been  assumed 
by  the  law  department  of  the  Government  from  1895  to  1907. 
Annual  Beports  of  the  Attorney  General  1895,  p.  13;  for 
1896,  p.  zzvii;  for  1899,  pp.  21  et  seq.;  for  1906,  p.  7;  Senate 
Document  No.  687,  2d  Session,  60th  Congress,  p.  27.  Upon 
the  decision  in  the  Knight  com^  the  defendants — and  these 
defendants  are  only  one  among  many  in  this  respect—have 
proceeded;  this  adjudication  of  this  court  has  become  a  rule 
of  property,  and  to  overrule  it  would  make  wrecks  of  these 
enterprises;  a  case  of  such  close  analogy  to  em  post  facto  laws 
is  presented  that  the  maxim  of  stare  decisis  becomes  almost 
as  if  embodied  in  the  Constitution  itself.  It  is  as  important 
that  the  law  should  be  settled  permanently  as  that  it  diould 
be  settled  correctly.  Oilhert  v.  Phdiadelphia,  3  Wall.  718, 
724;  Vale  v.  Arizona^  207  U.  S.  201, 205. 

Without  reference  to  whether  the  trade  is  interstate,  the 
transactions  shown  by  this  record  do  not  constitute  contracts, 
combinations  or  conspiracies  in  restraint  of  trade,  and  are 
not  against  the  public  policy  which  this  court  has  (Northern 
Securities  case^  supra)  declared  to  be  the  purpose  and  effect 
of  the  Sherman  Law.  The  intent  of  Congress  was  not  to 
unsettle  legitimate  business  enterprises,  but  rather  to  place 
a  statutory  prohibition,  with  prescribed  penalties  and  reme- 
dies, upon  those  contracts  which  were  in  direct  restraint  of 
trade,  unreasonable,  and  against  public  policy.  (Mr.  Justice 
Brewer  in  Northern  Securities  case.)  The  transfer  of  prop- 
erty by  purchase,  sale,  or  consolidation,  whether  by  the  for- 
mation of  partn«*ships,  organization  of  corporations,  or  con- 
solidation of  preexisting  corporations,  is  not  violative  of  the 
common  law.  See  Fairbanks  v.  Leary^  40  Wisconsin,  637; 
People  V.  North  River  Sugar  Refining  Oo^  121  N.  Y.  588; 
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;  tar  tto  iulMtlaui  Tobaooo  OOu 
TrentM  Potteries  Oo.  r.  Oliphaniy  68  N.  J.  Eq.  607;  Cam- 
eron T.  Waier  Co.  (N.  T.),  03  Hun,  269;  Vinegar  Co.  r. 
Foehrekbaek,  148  K.  T.  [187]  .68;  Dittman  y.  DistOUng  Co., 
M  N.  J.  Eq.  644;  Commonwealth  y.  Hunt,  4  Mete  111 ;  Oak- 
dale  Co.  Y.  Garst,  18  R.  I.  484;  McCauiey  y.  Tiemey,  19 
B.  L  226;  £(>An  6V.  v.  Northwestern  Assn.,  64  Minnesota, 
228;  Monongahda  Co.  r.  Jutte,  210  Pa.  St  288,  800.  Such 
transfer  and  ooDsoUdation  is  not  opposed  to  the  public  policy, 
but  is  expressly  authorized  and  facilitated  by  the  mergo: 
statutes,  of  many  States,  and  is  forbidden  by  the  statutes  otf 
none.  Many  of  the  States  which  authorize  the  merger  of 
corporations  have  anti-trust  statutes  of  the  same  geneiral 
import  as  the  Sherman  Anti-Ttust  Law^  and  to  give  to  the 
Federal  Anti-Trust  Statute  the  meaning  contended  for  by 
the  Government  and  to  import  that  meaning  into  the  various 
state  anti-trust  statutes  would  work  the  incongruity  of  as- 
suming that  the  States  had  facilitated  the  formation  of  cor- 
porations, whidi  by  their  very  formation  would  become  out- 
laws of  commerce. 

The  decision  of  this  court  in  Northern  Securities  case  is 
not  in  conflict  with  the  contention  here  made;  this  court  in 
the  Northern  Securities  case  did  not  overrule  or  modify  the 
declarations  theretofore  made,  and  in  subsequent  decisions 
has  not  recognized  the  Northern  Securities  case  as  in  con- 
flict with  the  contention  here  made.  Trans-Missouri  Freight 
Assn.  case,  166  U.  S.  290;  United  States  v.  Joint  Traffic 
Assn.,  171  U.  S.  505;  Smiley  v.  Kansas,  196  U.  S.  447;  Na- 
tional Cotton  OU  Co.  V.  Texas,  197  U.  S.  115;  CincvrmaH 
Packing  Co.  v.  Bay,  200  U.  S.  179;  Chesapeake  dk  Ohio  Co. 
V.  United  States,  115  Fed.  Rep.  610,  620;  Davis  v.  Booth, 
131  Fed.  Rep.  81,  37;  Robinson  v.  Brick  Co.,  127  Fed,  Rep. 
804;  Connor-McConneU  Co.  v.  McConneU,  140  Fed.  Rep. 
412;  aff.,  idem,  987;  Fisheries  Co.  v.  Lennen,  116  Fed.  Rep. 
217;  Harrison  v.  Glucose  Co.,  116  Fed.  Rep.  304;  Natumci 
Oo.  V.  Baberman,  120  Fed.  Rep.  415;  Bigelow  v.  Calumet 
Co.,  167  Fed.  Rep.  721.  The  combinations  and  contracts  in 
existence  at  the  passage  of  the  Sherman  Law,  and  in  the 
contemplation  of  Congress  in  its  enactment  [1S8]  were  en- 
tirely distinct  from  those  combinations  of  capital  and  ability 
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whkdi  had  Jong  -existed  .in  the  ionn  of  }oint<*8todk 
tions  or  oorporations  or  partnerships,  and  it  is  the  duty  id 
.the  court  to  apply  the  .Sherman  Jjsw  as  an  eTolationary 
i(tatute,.and  not  assume. a  revolutionary  purpose  in  the.mind 
of  .Congress  in  its  enactment 

These  defendants  have  not  yiolated  the  Sherman  Law  by 
monopdizing  trade  or  commerce,  although  they  in  the  aggre- 
gateenjoy  large,  hit  varying,  proportions  of  tibe  business  in 
the  products  of  tobacco.  Monopolizing  under  the  Sherman 
Law  is  an  activity  and  not  a  state  of  being,  and  size,  and  the 
power  that  is  inherent  in-si^e,  whether  size  be  considered  in 
relation  to  investment  or  to  the  proportion  of  buffliess  at  the 
time  enjoyed,  is  not  monopolizing  or  an  element  of  monopo- 
lizing. Mnopoly  at  conmion  law  was  a  license  or  privilege 
dfor  the  sole  buying  and  selling,  making,  working,  or  using  of 
anytiiing  whatsoever,  whereby  the  subject  in  general  is  re- 
Strained  from  that  liberty  in  manufacturing  or  trading  which 
he  had  before.  4  Blackstone,  159.  Monopolizing  under  ibe 
statute  carries  with  it  the  idea  of  exclusion,  and  whatever  the 
magnitude  of  a  concern  may  be,  it  is  not  guilty  of  monopo- 
lizing or  attempting  to  monopolize  unless  it  is  doing  some- 
thing by  which  there  is  either  attained  or  attempted  this 
result,  to- wit,  that "  the  subject  in  general  is  restrained  from 
that  liberty  of  trading  which  he  had  before.'*  See  dissenting 
opinion  of  Mr.  Justice  Holmes  in  /Northern  Securities  case, 
193  U.  S.  409]  In  re  Oreene^  52  Fed.  Rep.  115;  Chemical  Co. 
V.  Providence  Co^  64  Fed.  Rep.  946,  949 ;  WhitweU  v.  CoTdi- 
nental  Tol.  Co.^  125  Fed.  Rep.  462;  United  States  v.  Reading 
Co.^  183  Fed.  Rep.  427.  This  is  true  not  only  with  respect  to 
this  statute,  but  it  is  so  recognized  at  common  law  and  among 
economic  writers.  Mogul  Co.  v.  McOregor^  L.  R.  23  Q.  B. 
598,  618;  OaJcdale  v.  Garst,  18  R.  L  484;  Prof.  Ely's  "Mo- 
nopolies and  Trusts,"  34;  Clark's  Control  of  Trusts,  6. 

[129]  These  defendants  have  not,  either  singly  or  in  com- 
bination, excluded  or  attempted  to  exclude  anyone  from  trade 
and  commerce,  (a)  They  have  not  cornered  ii<x  attempted 
to  comer  the  supply  of  raw  material ;  it  is  a  matter  of  serious 
doubt  whether  such  comer  or  attempting  to  comer  would  fall 
within  the  inhibition  of  the  Sherman  Law,  or  within  the  oon< 
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stitetaiiai  ^wec  ol  Cangress,  as  being  an  act  ol^  ovidireet  in 
its^ffiact  on,  intoratato  commerce,  even  if  the  record  discloeed 
it*  But  decisions  aa  to  those,  questions  are  not  necessary  to 
an  adjudicaiion  of  this  case,  (b)  Defendants  have  not  en- 
joyed rebates  or  other  prelerenoe  in  transportaticm ;  (c)  they 
have  not  enjoyed  exolusive  advantage  in  the.  use  of  ma- 
chinery and  facilities  for  manufacturing;  (d)  they  have  not 
excluded  or  attempted  to  exclude  competitors  from  theave- 
nues«of  distribution — ^marketing  their  product&  It  is  impos- 
sible to  conceive  of  exclusion  or  attempt  to  exclude  compet- 
itora  from  trade  that  does  not  involve  one  or  the  other  of  the 
foregoing  methods  or  avenues.  The  defendants  have  met 
active  competition,  and  in  meeting  it  have  adopted  the  ordi- 
nary methods  of  competition.  To  give  a  construction  to  tte 
Sherman  Law,  intended  as  it  is  to  foster  competition,  that 
would  forbid  the  usual  methods  of  competition,  would  make 
the  statute  self -destructive.  Competition,  it  is  often  said,  is 
the  life  of  trade,  but  the  object  of  all  competition  is  to  drive 
out  other  competitors.  To  say  that  a  man  is  to  trade  freely, 
but  that  he  is  to  stop  short  of  any  act  which  is  calculated  to 
harm  other  tradesmen  and  which  is  designed  to  attract  busi- 
ness to  his  own  shop  would  be  a  strange  and  impossible  coun- 
sd  of  perfection.  The  rights  of  competitors  are  diflPerent  from 
the  rights  of  strangers  to  the  trade,  and  conduct  is  justified  on 
the  part  of  the  person  or  corporation  who  seeks  to  build  his 
own  business  that  would  be  unlawful  if  adopted  by  him 
whose  only  motive  was  the  injury  of  another.  Loewe  v.  Law- 
lor^  supra;  Bonsach  Machine  Co.  v.  Smithy  70  Fed.  Rep.  383, 
888;  [180]  Mogvl  Co.  v.  McGregor,  L.  R.  23  Q.  B.  598,  618; 
Berry  v.  Donovan,  188  Massachusetts,  353 ;  Barnes  v.  Typo- 
graphical Union,  232  Illinois,  424 ;  Barr  v.  Esseoi  Trades  Cownr 
cU,  53  N.  J.  Eq.  101, 124;  Doremus  v.  Hennessey,  176  Illinois, 
608 ;  WhitweU  v.  Continental  Tob.  Co.,  supra.  The  rights  of 
competitors  as  recognized  at  common  law  include  the  right  to 
undersell  competitors;  Commonwealth  v.  Hunt  (Mass.),  4 
Mete.  Ill,  134;  Lough  v.  Outerlridge,  143  N.  Y.  271,  283;  to 
have  secret  partners;  1  Lindley  on  Part.  (2d  Am,  £d.),  16; 
Winship  v.  Bank,  6  Peters,  529,  562;  to  adopt  a  policy  of 
business  that  can  only  result  in  destruction  of  weak  compet- 
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itors^  ev«n:  though  a  paxt  of  it  is  the  sale  of  goods  beloir  <y)et; 
Lough  V.  Outerbridffe,  143  N.  Y,  271,  288;  Martel  y.  W/dt^i 
185  Maasaohusetta,  255;  Zmow  t.  Lumber  Co.y  121  Louisiana, 
658;  Karge$  Co.  v.  AmdlffonKUed  Vtdon^  165  Indiana,  421; 
to  make  proyiaion  for  ezdusive. handling;  Palmer  v.  ^^&« 
&«fw  (Mass.) ,  S  Pi<^.  188, 192 ;  /n  fv  Oreene^  mfra;  WhitweU 
V.  Continental  Tob.  Co.^  supra;  Eouch  v.  Wright^  77  Miss- 
issippi, 476. 

Purchasers  of  competing  businesses  do  not  constitute  at- 
tempts to  monopidize,  for  such  purchases  do  not  exclude 
others  from  the  trade,  but  leave  the  field  open;  this  is  true, 
although  the  inducement  to  purchase  is  to  get  rid  of  a  com- 
petitor. The  law  of  self-defense  and  protection  applies  to 
one's  business  as  well  as  to  his  person.  United  Shoe  Co.  v. 
KimbaU^  193  Massachusetts,  351 ;  Wood  v.  Whitehead  Bros. 
Co.,  165  N.  Y.  546,  651;  United  States  Co,  v.  Provident  Co^ 
64  Fed.  Rep.  946,  960;  Butt  v.  Ebel,  29  N.  Y.  App.  Div.  256, 
259;  Lanyon  v.  Garden  City  Sand  Co.^  223  Illinois,  616; 
National  Co.  v.  Cream  City  Co.^  86  Wisconsin,  352.  Cove- 
nants taken  from  a  vendor  not  to  engage  in  a  business  in 
competition  with  that  sold  are  not  only  not  criminal,  but  are 
altogether  valid  and  enforceable.  Cincinnati  Co,  v.  Bay^ 
200  U.  S.  179;  Fowlev.  Park,  131  U.  S.  88;  Navigation  Co. 
V.  Winsor,  20  WalL  64;  Electric  Co.  v.  HawkSj  171  Massa- 
chusetts, 101. 

[131]  The  Sherman  Law  properly  construed  and  applied 
is  a  beneficent  and  evolutionary  statute,  whose  purpose  and 
effect  is  to  preserve  to  every  one  liberty  and  opportunity  to 
engage  in  interstate  commerce — ^it  preserves  this  liberty  and 
opportunity  as  against  the  unreasonable  covenants  and  con- 
tracts of  the  party  himself,  as  well  as  against  the  tortious 
conduct  of  others,  whether  those  others  seek  in  combination 
to  exclude  a  stranger  to  the  combination,  or  seek  singly  to 
exclude  him.  In  other  words,  this  statute  applies  to  inter- 
state trade  the  doctrines  of  the  common  law  applicable  to 
trade  and  commerce,  without  respect  to  whether  interstate 
or  not,  and  the  words  used  in  it  are  well  known  words  at 
common  law,  which  must.  In  the  interpretation  of  this  law, 
be  given  their  common  law  meaning.    The  chief  purpose  of 
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the  eCatnte  was  to  mske  certain  the  application  in  the  F^dderal 
jurisdiction  of  the  principles  of  the  common  law,  and  to 
provide  definite  and  certain  remedies  for  the  enforcement 
thereof. 

In  addition  to  the  considerations  heretofore  m^itioned, 
this  construction,  and  this  constructi<m  alone,  gives  meaning 
and  effect  to  every  word  of  the  statute:  (a)  The  first  section . 
of  the  statute  condemms  every  contract,  etc,  in  restraint  of 
trade-^the  construction  contended  for  by  the  Grovemment  in 
this  case  would  eliminate  the  word  ^^  every  "  from  the  statute 
and  makes  the  test  dependent  not  upon  the  nature  of  the 
act,  but  its  magnitude  or  result;  these  defendants  contend 
that  it  is  the  nature  of  the  act  that  is  the  test  and  thBi  every 
transaeticm  of  the  prohibited  nature  is  forbidden,  whatever 
is  magnitude,  result,  or  intent ;  (b)  the  second  section  foihids 
the  monopolizing  or  attempt  to  monopolise  of  any  part  of 
interstate  trade  or  commerce — the  Government's  intention  as 
to  the  meaning  of  this  second  section  eliminates  these  words 
from:ihe  statute  or  substitutes  for  them  the  words  ^^  in  larffe 
part,"  or  ^^  a  dami/ndiing  part  ^\  the  con^ruction  contended 
for  by  these  defendants  ^ves  full  force  to  the  mean-[13S] 
ing  '^  any  part " — ^it  is  a  violation  of  the  statute  to  exclude  or 
attempt  to  exclude  by  tortious  means  a  trader  from  even  the 
smallest  part  of  interstate  trade  or  commerce. 

An  additional  argument  in  favor  of  the  construction  of  the 
statute  here  ccmtended  for  is  seen  when  the  remedy  is  con- 
sidered. The  court  below,  construing  the  statute  as  con- 
tended for  by  the  Goyernment,  said  that  it  condemned  that 
incidental  elimination  of  competition  which  comes  from  ordi- 
nary consolidation,  sale,  and  purchase;  in  order  to  give 
vitality  to  such  construction  there  are  involved  two  graTe 
constitutional  question^:  First:  Is  there  a  constitutional 
power  in  Congress  to  forbid  the  ordinary  transactions  that 
have  characterized  all  commercial  peoples,  and  that  are  un-^ 
questionably  valid  at  common  law!  Second:  Has  Ckmgress 
the  constitutional  power  to  prevent  a  state  corporation  from 
engaging  in  interstate  commerce  in  wholesome  products! 
These  defendants  believe  that  these  two  questions  should  bet 
eaoh  answered  in  the  negative;  Congress  has  no  rigiht  under 
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itB  onthorilij  to  regolftte  commeroey  giert  and  panmountf 
as  that  power  is,  to  violate  the  fundamentall  idghta  secured 
bj  other  pnmsions  of  the  Ck»istitution.  Monon^^Ada  Oa* 
V.  United  States^  148  U.  S.  812,  836;  Adair  ▼.  United  3tat6$j 
208  U;  S.  161,  180;  AUgeffer  caae^  166  U.  S.  578,  589,  591. 
Coiigreas  has  not  a  right  to  forbid  corporations  or  natural 
persons  from  engaging  in  interstate  commeroe  in  wholesoioie 
products — the  right  of  intercourse  between  State  and  State 
derives  its  source  from  those  laws  whose  antiiority  is  ac<* 
knowledged  bj  civilized  man  throughout  the  world — the 
Constitution  found  it  an  existing  ri^t  and  gave  to  Congress 
only  the  power  to  regulate  it  Oihbans  v.  Ogden^  9  Wheat* 
1,  211;  Paul  V.  Virginia^  8  WalL  168.  C(M*porations  have 
this  right  as  certainly  and  as  thoroughly  as  natural  persons. 
Santa  Clara  County  v.  R.  R.,  118  U.  S.  894,  896;  Justice 
Field  at  Circuit  in  Raihoad  Tax  ea^es^  18  Fed.  Rep.  722, 
74«;  Hale  v.  Henhel,  201  U.  S.  48,  76,  86.  The  Lottery 
[18S]  case^  188  U.  S.  321,  is  not  in  conflict  witii  this  oonten-* 
tion,  because  it  was  based  on  the  inherent  vicious  nature  of 
the  commodity  involved,  to*wit,  lottwy  tickets. 

It  is  well  settled  that  if  a  ^atute  be  susceptible  of  two 
interpretations,  by  one  of  which  it  would  be  unconstitutional 
or  of  doubtful  constitutional  validity,  and  by  the  otiier  valid^ 
the  latter  construction  should  be  adopted.  Commodities  case^ 
213  17.  S.  866.  The  court  below,  however,  having  construed 
the  Sherman  Anti-Trust  Law  as  forbidding  the  elimination 
of  competition  that  results  incidentally  from  sale,  purdiase 
and  consolidation,  resolved  these  two  grave  constitutional 
questions  against  the  defendants,  and,  under  the  language  of 
a  statute  which  authorizes  a  oourt  to  restrain  and  enjoin  only 
"violations  of  the  act,"^  restrained  and  enjoined  the  assumed' 
violators  of  the  act  from  all  interstate  activity.  It  is  prac- 
ticable for  a  court  to  "prevent  and  restrain ^  the  making  or 
the  continued  operation  of  an  executory  contract  or  con^ 
spiracy,  or  combination  in  the  nature  of  a  contract  or  con- 
spiracy; and  it  is  practicable  for  a  court  to  prevent  and 
restrain  a  practice  which  involves  monopolizing  trade — tor- 
tiously  excluding  or  attempting  to  exclude  strangers  to  tiie 
sdieme  ccmtemplated;  these  ate  the  things  cettdemned  by 
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the  Sherman  Law;  it  is  not  practicable  nor  constitutional  to 
prevent  or  restrain  the  purchaser  of  private  property  from 
the  use  of  his  property,  or  penalize  such  use  by  preventing 
his  engaging  in  interstate  commerce  in  wholesome  articles. 
The  impracticability  of  constitutional  remedy  demonstrates 
the  unsoundness  of  the  construction  of  the  act  contended  for 
by  the  Government 

Mr.  WUUam  B.  Hornhlawer^  with  whom  Mr.  John  Pick- 
rellj  Mr.  William  W.  Miller^  and  Mr.  Morgan  M.Mann^  were 
on  the  brief  for  appellee,  the  Imperial  Tobacco  Company. 

By  far  the  greater  part  of  the  testimony  taken  in  this 
[184]  cause  has  to  do  with  the  alleged  combinations  entered 
into  by  the  American  Tobacco  Company  and  its  allied  com- 
panies in  this  country,  with  which  tiie  Imperial  Com- 
pany and  the  British-American  Company  have  no  con- 
cern. It  is  claimed,  however,  by  the  Government  that  cer- 
tain contracts  entered  into  by  the  Imperial  Company  in  1902 
with  the  American  Company  were  in  violation  of  the  Sher- 
man Act,  and  that  the  transactions  of  the  Imperial  Company 
since  that  date  have  been  in  violation  of  the  act  These  con- 
tracts were  entered  into  in  England  in  the  summer  of  1902 
for  the  purpose  of  putting  an  end  to  the  ruinous  competition 
which  was  being  carried  on  in  England  by  the  Ogdebs  Lim- 
ited owned  by  the  American  Company* 

The  court  below  was  right  in  dismissing  the  bill  as  to  the 
Imperial  Company  and  ds  to  the  British-American  Tobatoo 
Company,  on  the  ground  that  those  companies  were  British 
companies,  that  the  contracts  to  which  they  were  parties 
were  made  in  Great  Britain  and  were  valid  under  the  laws 
of  Great  Britain,  and  that  the  Sherman  Anti-Trust  Act  has 
no  extraterritorial  effect.  Amoricofn  Banana  Co.  v.  Unitsd 
Fruit  Co.,  218  U.  S.  347. 

The  agreements  of  September  27, 1902,  between  the  Amer- 
ican Tobacco  Company  and  the  Imperial  Tobacco  Company 
were  not  in  violation  of  the  Sherman  Anti-Trust  Act.  So 
far  as  those  agreements  operated  to  restrain  trade  in  Great 
Britain  or  between  Great  Britain  and  cbontries  other  thah 
96826*'— VOL  4—17 13 
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OkB  United  States,  they  are  not  within  the  prohibition  of  the 
Sherman  Act  So  far  as  they  operate  to  I'estrain  trade 
between  England  and  this  country,  or  between  ihe  various 
States  of  this  country,  such  restraint  is  merely  incidental  to 
the  sale  of  certain  plants  and  good  will,  and  is  not  within  the 
prohibition  of  the  Sherman  Act. 

The  principle  that  there  are  certain  contracts  in  partial 
restraint  of  trade  which  would  not  be  invalid  at  common  law. 
and  which  do  not  come  within  the  prohibition  of  the  Sher- 
man Act,  has  been  recognized  by  this  court  in  the  [1S5] 
very  cases  which  are  cited  by  the  Government  as  holding  that 
all  contracts  in  restraint  of  trade  whether  reasonable  or  un- 
reasonable, are  in  violation  of  the  Sherman  Act.  See  United 
States  V.  Trans-Missouri  Freight  Association^  166  U.  S.  200, 
829.  The  same  principle  is  recognized  in  United  States  v. 
Joint  Traffic  Association^  171  U.  S.  605,  566;  Northern 
Securities  Co.  v.  United  States^  198  U.  S.  197,  per  Mr.  Justice 
Brewer  at  p.  361;  Cincinnati  Packet  Co.  v.  Bay^  200  U-  S. 
179,  per  Mr.  Justice  Holmes  at  p.  184. 

Mr.  Justice  Peckham  in  the  Joint  Traffic  case  held  that  the 
statute  is  to  have  a  '^reasonable  construction."  When  he 
states  that  contracts  in  restraint  of  trade  are  invalid  under 
the  statute,  whether  reasonable  or  unreasonable,  he  refers 
not  to  contracts  between  mercantile  or  manufacturing  con- 
cerns, but  to  contracts  or  combinations  between  competing 
railroad  corporations,  all  of  which  contracts  or  combinations 
ace  illegal  under  the  statute  even  though  the  rates  and  fares 
established  are  reasonable.    See  171  U.  S.  668,  570. 

The  distinction  between  contracts  affecting  public  service 
corporations,  and  contracts  between  private  individuals  or 
corporations,  is  well  stated  in  GHHhs  v.  Baltimore  Oas  Oo.^ 
130  U.  S.  896,  where  it  was  held  that  a  corporation  cannot 
disable  itself  by  contract  from  the  performance  of  public 
duties  which  it  has  undertaken,  and  thereby  make  public 
accommodation  or  convenience  subservient  to  its  private  in- 
terests, but  where  the  public  welfare  is  not  involved,  i^d 
where  the  restraint  of  one  party  is  not  greatei  than  protec- 
tion to  the  other  party  requires,  the  contract  in  restraint  of 
trade  may  be  sustained. 
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Tho  yalidity  of  coyenants  between  vendor  and  vendee,  for 
the  purpose  of  protecting  the  covenantee  in  tl^e  enjoyment 
of  the  le^tknate  fruits  of  the  contract,  have  been  upheld 
under  the  Sherman  Act  in  the  Addyston  Pipe  case^  86  Fed. 
Bep.  291,  modified  and  affirmed  without  approval  of  the 
opinion  below  in  175  U.  S.  211;  Brett  v.  1186]  Ehel,  29 
N.  Y.  App.  Div.  266;  Lanyon  v.  Garden  City  Sand  Co,^ 
228  Illinois,  616 ;  Whitw£U  v.  Continental  Tobacco  Co.^  126 
Fed.  Rep.  464 ;  Bancroft  <&  Rich  v.  V.  8.  Embossing  Co.,  72 
N.  H.  402;  Harbison-Walker  Refractories  Co,  v.  Stanton, 
227  Pa.  St.  66. 

In  view  of  the  statement  of  Mr.  Justice  Brewer  in  his  con- 
curring opinion  in  the  Northern  Securities  case,  193  U.  S. 
361,  that  "Congress  did  not  intend  to  reach  and  destroy 
those  minor  contracts  in  partial  restraint  of  trade,''  and  in 
view  of  the  limitations  placed  upon  the  effect  of  the  statute 
in  Mr.  Justice  Peckham's  opinion  in  the  Trans-Missouri  case, 
we  may  fairly  assume  the  statement  made  by  Mr.  Justice 
Brewer  to  represent  the  views  of  this  court,  especially  as  to 
contracts  of  a  mercantile  character  not  affecting  railroads  or 
other  direct  instruments  of  commerce.  The  subject  of  con- 
tracts not  in  restraint  of  trade  at  common  law  prior  to  the 
act  of  1890  is  discussed  by  this  court  in  Oregon  Steam  Navi- 
gation Co.  V.  Winsor,  20  Wall.  64;  Gibbs  v.  Consolidated 
Gas  Co.,  130  U.  S.  396, 409;  Fowles  v.  Park,  131  U.  S.  88-96. 

The  lower  Federal  courts  have  decided  numerous  cases 
both  before  and  since  the  Sherman  Act,  upholding  c<m- 
tracts,  the  avowed  object  of  which  was  to  buy  off  competition 
of  a  business  rival.  Carter  v.  Ailing,  43  Fed.  Rep.  208; 
U.  S.  Chemical  Co.  v.  Provident  Chemical  Co.,  64  Fed.  Rep. 
946;  Harrison  v.  Glucose  Sugar  Refining  Co.,  116  Fed.  Bep. 
304;  National  Enameling  (&  Stamping  Co.  v.  Haberman,  120 
Fed.  Rep.  416;  Praine  v.  FerreU,  166  Fed.  Rep.  702;  Walker 
ir.  Lavrrenoe,  177  Fed.  Rep.  363. 

Contracts  between  parties  which  have  for  their  object  the 
removal  of  a  riv^l  competitor  in  a  business  are  not  to  be 
zegarded  as  contracts  in  restraint  of  trade.  Contracts  al- 
thop^  in  partial  re^fbraiiOt  of  ,|7«td^  if  vi^Ii^  i^t  c^mipon  law. 
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and  if  not  a  cover  for  a  combination  or  conspiracy  to  raise 
prices,  or  to  prevent  general  competition,  are  not  invalid 
under  the  Sherman  Act.    This  proposition  [187]  is  clearly 
held  by  the  authorities  above  cited  from  the  Federal  reports. 

As  to  what  contracts  would  not  be  illegal  at  common  law 
as  in  restraint  of  trade,  see  EottsUlon  v.  RousiUon^  14  Ch. 
Div.  361;  Leather  Cloth  Co.  v.  Lorsent^  L.  R,  9  Eq.  345; 
approved  by  this  court  in  CUhha  v.  Consolidated  Oaa  Co.^ 
130  U.  S.  896. 

In  Nordenfelt  v.  Maxim^  Nordenfelt  China  and  Ammunu 
tion  Co,^  L.  R.  1894,  App.  Cases,  535,  the  House  of  Lords 
reviewed  at  great  length  and  in  elaborate  opinions  the  whole 
subject  of  covenants  in  restraint  of  trade,  and  held  imani- 
mously  that  a  covenant,  though  unrestricted  as  to  space,  was 
not  invalid  where  it  was  shown  to  be  no  wider  than  was 
necessary  for  the  protection  of  the  company,  nor  injurious 
to  the  public  interests. 

The  case  of  Diamond  Match  Co.  v.  Roeher^  106  N.  T.  473, 
establishes  the  proposition  that  in  connection  with  the  sale 
of  a  factory  and  the  good  will  thereof,  a  covenant,  practically 
unrestricted  in  time  or  space,  not  to  engage  in  the  manufac- 
ture or  sale  of  competing  articles,  is  not  a  covenant  in  re- 
straint of  trade.  The  same  principle  is  laid  down  in  the 
cases  of  Hodge  v.  Sloane^  107  N.  T.  244 ;  Leslie  v.  LoriUard^ 
110  N.  Y.  619;  Tode  v.  Gross,  127  N.  Y.  480;  Matthews  v. 
Associated  Press,  136  N.  Y.  333 ;  Odkes  v.  Cataragus  Water 
Co.,  143  N.  Y.  430;  Wood  v.  Whitehead  Brothers  Co.,  165 
N.  Y.  545;  New  York  Bank  Note  Co.  v.  Hamilton  Bank 
Note  Co.,  180  N.  Y.  280;  Aitchor  Electric  Co.  v.  Hawkes,  171 
Massachusetts,  101 ;  United  Shoe  Machinery  Co.  v.  Kimball, 
193  Massachusetts,  351;  Rakestraw  v.  Lanier,  104  Greorgia, 
188 ;  BtcUock  v.  Johnson,  110  Georgia,  486. 

The  most  recent  decisions  in  the  state  courts  in  which  cove- 
nants to  refrain  from  competition  have  been  held  reasonable 
and  lawful,  are,  Freudenthal  v.  Espey  (Cal.),  102  Pac  Rep. 
280;  Louisville  Board  of  Underwriters  v.  Johnson  (Ky.), 
119  S.  W.  Rep.  162;  Wolf  v.  Dvhith  Board  of  Trade 
[188]  (Mmn.),  121  N.  W.  R;ep.  895;  Seigdl  v.  Mar&us,  (No. 
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Dak.),  119  N.  W.  Rep.  858;  Buckhoia  y.  WUler  (Mich.),  122 
N.  W.  Rep.  184;  Blume  v.  Home  Ins.  Agency  (Ark.),  121 
S.  W.  Rep.  293;  Wootm  v.  Harris  (No.  Car),  68  S.  E.  Rep. 
989;  HoToe  Telephone  Co.  v.  North  MancheBter  Telephone 
Co.  (Ind.),  92  N.  E.  Rep.  658;  Artistic  Porcelain  Co.  v.  Boch 
(N.  J.),  74  Atl.  Rep.  680;  Harbison-Walker  Refractories  Co. 
V.  Stanton  (Pa.),  75  Atl.  Rep.  988. 

As  to  the  British- American  agreement  there  is  absolutely 
nothing  in  that  agreement  which  prevents,  or  tends  to  pre- 
vent, any  other  company  or  companies  from  exporting  and 
manufacturing  tobacco  to  other  countries  than  Great  Britain 
and  the  United  States.  There  is  no  agreement  to  restrict 
prices  or  to  interfere  in. any  way  with  free  competition.  The 
evidence  shows  that  there  has  been  no  actual  diminution  in 
the  business  of  exporting  either  leaf  tobacco  or  manufactured 
tobacco  from  the  United  States  to  foreign  countries  by  reason 
of  the  British- American  agreement 

None  of  the  decisions  heretofore  made  by  this  court  ujider 
the  Sherman  Act  are  applicable  to  the  agreements  here  in- 
volved. The  Joint  Traific^  Trans-^Missouri  and  Northern  Se- 
curities cases  dealth  with  agreements  between  railroad  com- 
panies or  holders  of  railroad  stocks,  the  effect  and  intent  of 
which  were  held  to  restrict  competition  between  common  car- 
riers and  public  service  corporations.  They  have  no  applica- 
tion to  agreements  between  manufacturers,  but  are  based  upon 
the  peculiar  obligations  of  common  carriers  and  public  service 
corporations.  The  Addyston  Pipe  case^  175  U.  S.  211,  in- 
volved an  agreement  between  rival  and  competing  manufac* 
turers  that  there  should  be  no  competition  between  them  in 
certain  States  or  Territories,  the  direct,  immediate  and  in- 
tended effect  of  which  agreement  was  the  enhancement  of  the 
price* 

Montague  v.  Lotory,  193  U.  S.  38,  was  an  agreement,  the 
effect  of  which  was  to  raise  prices  in  the  California  market. 

[189]  The  case  of  Svnft  cfe  Co.  v.  United  States  involved 
a  combination  of  independent  meat  dealers  who  agreed  not 
to  bid  against  each  other  in  the  livestock  markets,  to  fix  sell- 
ing prices  and  to  restrict  shipments  of  meat  when  necessary. 
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The  case  of  Ghattanooffa  Foundry  r.  Atlanta^  208  TJ.  S. 
390,  was  a  sequel  of  the  Addyaton  Pipe  case. 

The  case  of  Shawnee  Compress  Co.  v.  Anderson,  209  U.  S. 
423,  was  a  case  where  the  lessor  company  had  agreed  with 
the  lessee  company  not  only  to  go  out  of  the  field  of  compe- 
tition, and  not  to  enter  that  field  again,  but  had  further 
agreed  to  render  every  assistance  to  prevent  others  from  en- 
tering it 

The  case  of  Continental  Wall  Paper  Co.  v.  Voight  Sons, 
212  17.  S.  227,  was  a  case  of  an  agreement  between  a  number 
of  manufacturers  who  organized  a  selling  company  through 
which  their  entire  output  was  sold  to  such  persons  only  as 
would  enter  into  a  purchasing  agreement  by  which  their  sales 
were  restricted.  The  agreement  provided  for  sellings  of  job- 
bers at  particular  specified  prices.  The  company  was  a  sell- 
ing company  organized  to  control  all  the  selling  business  of 
the  manufacturing  wall  paper  corporations,  partnerships  and 
persons  who  owned  the  stock  of  the  Continental  Wall  Paper 
Company,  and  made  separate  contracts  with  that  corporation 
giving  it  entire  control  of  the  selling  business  of  the  manu- 
facturers. 

None  of  the  cases  in  this  court  apply  to  the  agreements  be- 
tween the  American  and  Imperial  Companies,  which  are  in- 
volved in  this  suit.  They  had  no  necessary  effect  to  directly 
and  substantially  restrict  free  competition  in  any  of  the  prod- 
ucts of  tobacco,  and  did  not  unlawfully  restrain  interstate 
commerce.  WhitweU  v.  Continental  Tobacco  Co.,  125  Fed. 
Rep.  461. 

The  oral  testimony  shows  that  the  agreements  did  not  and 
could  not,  under  the  existing  circumstances,  operate  to  re- 
strain trade  or  create  a  monopoly,  and  therefore  could 
[140]  not,  and  did  not  operate  as  a  violation  of  the  Sherman 
Anti-Trust  Act.  It  appears  from  the  testimony  that  at  the 
time  of  the  agreements,  there  was  practically  no  exportation 
or  importation  of  manufactured  products  between  Great 
Britain  and  the  United  States,  owing  to  the  pi*otective  duties 
in  this  country  and  the  differentials  imposed  upon  imported 
goods  in  Great  Britain.'  It  was  not  possible  to  sell  maliufac- 
tured  tobacco  imported  into  this  country  in  competition  with 
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the  domestic  articles  of  manufacture,  nor  was  it  possible  to 
export  to  England  and  sell  in  competition  with  domestic 
manufacture. 

So  far  as  the  bill  of  complaint  herein  avers,  that  there  was 
any  restraint  of  competition  in  the  purchase  of  leaf  tobacco, 
the  evidence  overwhelmingly  disproves  any  such  claim. 
There  was  no  agreement,  arrangement  or  understanding  be- 
tween the  American  Tobacco  Company  and  the  Imperial  or 
its  representatives,  to  refrain  from  active  competition  in  the 
purchase  of  leaf  tobacco.  The  testimony  shows  without  any 
contradiction  that  there  has  been  at  all  times  active  ccnoipeti- 
tion  between  the  Imperial  Company's  agents  and  the  agents 
of  the  American  Company,  and  of  the  independent  concerns, 
and  of  the  "  Eigi "  countries  in  the  purchase  of  leaf  tobacco, 
and  the  testimony  ^ows  that  the  price  of  leaf  tobacco  has 
increased  since  the  agreements  between  the  Imperial  and 
American  Company  were  made,  and  is  still  increasing.  The 
amount  of  the  consumption  of  leaf  tobacco  and  the  prices 
paid  for  it  have  both  increased  since  1902  up  to  the  present 
lime. 

No  decree  can  be  made  in  this  suit  as  against  the  Imperial 
Company  which  will  be  just  and  equitable. 

There  are  three  possible  evils  aimed  at  by  the  Sherman 
Anti-Trust  Act.  First,  the  raising  of  the  price  of  the  com- 
modity to  consumers;  second,  the  lowering  of  the  price  of 
raw  material  to  producers;  third,  the  crushing  out  of  com- 
petitors. There  is  no  evidence  in  the  case  at  bar  that  the 
agreements  between  the  Imperial  Company  and  the  [1*11 
American  Company  which  are  attacked  in  this  suit,  have 
resulted  in  any  one  of  these  three  evils. 

There  is  no  evidence  that  the  price  of  tobacco  products 
in  any  of  their  forms,  has  been  raised  to  the  consumei*.  So 
far  as  appears,  the  price  has  remained  the  same. 

There  is  no  evidence  that  the  price  to  the  producers  of 
leaf  tobacco  has  been  reduced.  On  the  contrary,  the  evidence 
is  uncontradicted  that  the  price  has  steadily  increased. 

There  is  no  evidence  that  any  competitor  has  been  in  any 
way  interfered  with  by  reason  of  the  agreements  between 
the  Imperial  Company  and  the  American  Company.  Every 
xouMhiitati^  in  the  United  States  has  been  at  liberty  to 
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manufacture  and  export  his  goods  without  hindrance  on  the 
part  of  either  the  Imperial  or  the  American  Company,  or  the 
British- American  or  any  of  the  other  defendants  in  this  case. 
The  agreements  in  this  suit  do  not  undertake  to  fix  prices  or 
to  pool  profits,  or  to  eliminate  competition  in  any  way,  or 
to  interfere  with  the  ordinary  laws  of  supply,  and  demand. 

Mr.  Sol  M.  Stroock  for  the  United  Cigar  Stores  Company : 

The  company  has  not  violated  any  of  the  provisions  of 
§  1  of  the  Sherman  Anti-Trust  Act  It  has  not  made  any 
contract,  nor  engaged  in  any  combination  or  conspiracy  re- 
straining the  interstate  commerce  of  the  other  defendants  or 
any  of  them ;  or  restraining  its  own  interstate  commerce ;  or 
restraining  the  interstate  commerce  of  any  competitor  of  the 
other  defendants,  or  any  of  them;  or  restraining  the  inter- 
state commerce  of  any  competitor  with  it. 

The  United  Cigar  Stores  Company  has  not  violated  any 
of  the  provisions  of  §  2  of  the  Sherman  Anti-Trust  Act.  It 
has  not  secured  nor  attempted  to  secure  a  monopoly  for  any 
of  the  other  defendants  nor  combined  [142]  with  any  of  the 
other  defendants  to  exclude  others  from  the  field  of  competi- 
ti<Hi  with  them. 

It  has  not  secured  nor  attempted  to  secure  a  monopoly  of 
the  retail  trade  for  itself,  nor  attempted,  either  alone  or  in 
combination  or  conspiracy  with  the  other  defendants,  to 
exclude  others  from  the  field  of  competition  with  it. 

The  United  Cigar  Stores  Company  has  not,  as  an  incident 
of  obtaining  a  monopoly,  or  as  part  of  any  combination  in 
restraint  of  trade,  prevented  vendors  from  engaging  in  the 
business  of  handling  and  dealing  in  tobacco  products. 

Mr.  Charles  R.  Ccarruth^  Mr.  CTiarlea  J.  McDermott^  Mr, 
C.  B.  Watson^  Mr.  James  T.  More?iead  s,nd  Mr.  A.  J.  Burton 
for  R.  P.  Bichardson,  Jr.,  &  Company,  Inc.,  appellee,  sub- 
mitted. 

Mr.  W.  Bourhe  Gookran^  by  leave  of  the  court,  submitted 
a  brief  as  amicus  curiw. 

Mr.  Thomas  Thacher  and  Mr.  J.  Parker  KirUn,  by  leave 
of  the  court,  submitted  a  brief  as  amid  curim  on  certain 
questicms  commoii  to  this  case  and  other  pending  causes. 
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Mr.  Chief  Justice  Whteb  delivered  the  opinion  of  the 
court 

This  suit  was  commenced  on  July  19, 1907,  by  the  United 
States,  to  prevent  the  continuance  of  alleged  violations  of 
the  first  and  second  sections  of  the  Anti-Trust  Act  of  July  2, 
1890.  The  defendants  were  twenty-nine  individuals,  named 
in  the  margin,*  sixty-five  American  [143]  corporations,  most 
of  them  created  in  the  State  of  New  Jersey,  and  two  English 
corporations.  For  convenience  of  statement  we  classify  the 
corporate  defendants,  exclusive  of  the  two  foreign  ones, 
which  we  shall  hereafter  separately  refer  to,  as  follows:  The 
American  Tobacco  Company,  a  New  Jersey  corporation,  be- 
cause of  its  dominant  relation  to  the  subject-matter  of  the 
controversy  as  the  primary  defendant;  five  other  New  Jersey 
corporations  (viz.,  American  Snuff  Company,  American  Cigar 
Company,  American  Stogie  Company,  MacAndrews  &  Forbes 
Company,  and  Conley  Foil  Company),  because  of  their  rela- 
tion to  the  controversy  as  the  accessory,  and  the  fifty-nine 
other  American  corporations  as  the  subsidiary  defendants. 

The  ground  of  complaint  against  the  American  Tobacco 
Company  rested  not  alone  upon  the  nature  and  character  of 
that  corporation  and  the  power  which  it  exerted  directly 
over  the  five  accessory  corporations  and  some  of  the  sub- 
sidiary corporations  by  stock  ownership  in  such  corporations, 
but  also  upon  the  control  which  it  exercised  over  the  sub- 
sidiary companies  by  virtue  of  stock  held  in  said  companies 
by  the  accessory  ooxnpanies  by  stock  ownership  in  which  the 
American  Tobacco  Company  exerted  its  power  of  control. 
The  accessory  companies  were  impleaded  either  because  of 
their  nature  and  character  or  because  of  the  power  exerted 
over  them  through  stock  ownership  by  the  American  Tobacco 

•James  B.  Duke»  Caleb  C,  Dnla^  Percival  S.  HiU,  George  Arents, 
Paul  Brown,  Robert  B.  Dula,  George  A.  Helme,  Bobert  D.  LewlSk 
Thomas  J.  Maloney,  OUver  H.  Payne,  Tbomas  F.  Byan,  Robert  K. 
Smith,  George  W  Watts,  George  G.  Allen,  John  B.  Cobb.  WUUam  R, 
Harris.  William  H.  MeAlIster,  Anthony  N.  Brady,  Benjamin  N.  Dnke^ 
H.  M.  Hanna,  Herbert  D.  Kingsbury,  Pierre  Lorillard,  Roilus  L.  Pat- 
terson, Frank  H,  Ray,  Grant  B.  Schley,  Charles  N.  Strots,  Peter  A,  B. 
Widener,  Welford  C.  Reed  (now  deccAsed),  and  WUUamson  W.  Fuller. 
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Company  and  also  because  of  the  power  which  they  in  turn 
exerted  by  stock  ownership  over  the  subsidiary  corporations, 
and  finally  the  subsidiary  corporations  were  impleaded  either 
because  of  their  nature  or  because  of  the  control  to  which 
they  were  subjected  in  and  by  virtue  of  the  stock  ownership 
above  stated.  We  append  in  the  margin  a  statement  showing 
[144]  the  stock  control  exercised  by  the  principal  defendant, 
the  American  Tobacco  Company,  over  the  five  accessory  cor- 
porations and  also  the  authority  which  it  directly  exercised 
over  certain  of  the  subsidiary  corporations,  and  a  list  show- 
ing the  control  exercised  over  the  subsidiary  corporations  as 
a  result  of  the  stock  ownership  in  the  accessory  corporations, 
they  being  in  turn  controlled  as  we  have  said  by  the  principal 
defendant,  the  American  Tobacco  Company •• 

•  Extent  of  control  of  American  Tobacco  Company  over  the  accessory 
corporations : 

American  Snnff  Company :  Of  120,000  shares  of  preferred  stock  owns 
12,517  shares  directly  and  11,274  shares  by  reason  of  stock  control  of 
P.  Lorillard  Co.,  in  aU  23,764  shares;  of  110,017  shares  of  common 
stock  owns  41,214  directly  and  34,594  by  reason  of  stock  'control  of 
P.  Lorillard  Co.,  in  all  75,808  shares. 

American  Cigar  Company :  Of  100,000  shares  of  preferred  stock  owns 
89,700  i^ares  directly  and  5,000  shares  through  control  of  American 
Snuff  Co.,  in  all  94,700  shares;  of  100,000  shares  of  common  stock 
owns  directly  77,451  shares. 

American  Stogie  Company :  Of  108,790  shares  of  common  stock  con- 
trols 73,072|  shares  through  stock  interest  in  American  Snuff  Com- 
pany. The  American  Stogie  Company  owns  all  of  the  stock — 12.500— 
of  the  Union  American  Cigar  Company — cigars  and  stogies. 

MacAndrews  &  Forbes  Company :  Of  37,583  shares  of  preferred  stock 
(no  voting  power)  owns  7,500  shares;  of  30,000  shares  of  common 
stock  owns  21,129  shares  directly  and  983  shares  through  stock  control 
of  the  R.  J.  Reynolds  Co.,  in  aU  Jffi,112  shares. 

The  Conley  Foil  Company :  Of  8,250  shares  of  stock,  dlrectiy  owns 
4,950  shares. 

The  American  Tobacco  Company :  By  stock  ownership  Is  the  owner 
outright  of  the  following  defendant  companies:  S.  Anargyros  [The 
S.  Anargyros  Company  owns  all  the  capital  stock  (10  shares)  of  the 
London  Cigarette  Co.] ;  F.  F.  Adams  Tobacco  C5o. ;  Blackweirs  Durham 
Tobacco  Ck). ;  Crescent  Cigar  and  Tobacco  Co. ;  Day  and  Night  Tobacco 
Co.;  Luhrman  &  Wllbem  Tobacco  Co;  Nail  &  Williams  Tobacco  Co.: 
Nashville  Tobacco  Works;  R.  A.  Patterson  Tobacco  Co.;  Monopol 
Toibacco  Works;  Spalding  &  Merrick. 
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{tU}  The  two  foreign  corporations  were  impleaded  either 
because  of  their  nature  and  character  and  the  operation  and 
etfect  of  contracts  or  agreements  with  the  American  To- 

The  American  Tobacco  Co.  also  has  the  stock  interest  indicated  in 
the  following  deiTendant  corporations: 

British-American  Tobacco  Co. :  Owns  1,200,000  shares  of  1,500.000 
shares  of  preferred  stock  and  2,280,012  shares  of  3,720,021  shares  of 
common  stock. 

The  Imperial  Tobacco  Co.,  etc.:  Owns  721,467  pounds  sterling  of 
18,000,000  ponnsd  sterling  of  stock  . 

The  John  Bollman  Co. :  Of  2,000  shares  of  stock  owns  1,020  shares. 

F.  R.  Penn  Tobacco  Co. :  Of  1,503  shares  of  stock  owns  1,002  shares 
(through  BlackwelVs  Durham  Tobacco  Co.). 

R.  P.  Richardson,  Jr.,  &  Co.,  Inc. :  Owns  000  out  of  1,000  shares  of 
stock  and  $120,000  of  $200,006  issue  of  bonds. 

R.  J.  Reynolds  Tobacco  Co. :  Owns  50,000  out  of  75,290  cfhares  of 
stock. 

Pinkerton  Tobacco  Co. :  Owns  775  out  of  1.000  shares  of  stock. 

Reynolds  Tobacco  Co.  (of  Bristol,  Tenn.) :  Owni^  1,449  shjtres  out  of 
2,500  shares. 

J.  W.  Carroll  Tobacco  Co. :  Owns  2,000  out  of  3,000  shares: 

P.  LoriUard  Ck>. :  Owns  15,813  out  of  20,000  shares  of  preferred  and 
all  the  common  stock  (30,000  shares) . 

Kentucky  Tobacco  Product  Co. :  Owns  14  out  of  1,900  shares  pre- 
ferred and  owns  directly  5,204,  and,  throu^  the  American  Cigar  Co., 
355  out  of  8,100  shares  of  common  stock.  [The  Kentucky  Tobacco 
Product  Co.  owns  all  the  capital  stock  (100  sharei^)  of  the  Kentucky 
Tobacco  Extract  Co.] 

Porto  Rican-American  Tobacco  Co.:  Owns  directly  6,578,  and, 
through  the  American  Cigar  Co.,  6,576  of  19,984  shares  of  stock. 
[The  Porto  Rican-American  Tobacco  Co.  owns  190  of  the  380  shares 
of  preferred  and  900  of  the  460  shares  of  common  stock  of  Ind.  (3o. 
of  Porto  Rico ;  also  owns  2,100  of  the  5,000  diares  of  capital  stock  of 
the  Porto  Rico  Leaf  Tobacco  Co.] 

The  American  Tobacco  €k)mpany  is  also  Interested,  as  indicated,  in 
the  fbllowing  defendants,  supply  or  machinery  companies: 

Golden  Belt  Manufacturing  Co.  (cotton  bags) :  Owns  6;621  of  7;000 
shares. 

Mengel  Box  Co.  (wooden  boxes) :  Brittsh-AmeHcaii  Tobacco  Co. 
owns  8,637  of  5,000  shares  of  stock. 

[The  Mengel  Company  owns  all  of  the  capital  stock  of  thie  Ck>1nmbla 
Box  Company  and  of  the  Tyler  Box  Company,  re^pecHvely  1,600  and 
250  shares.] 
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[146]bacoo  Company,  or  the  power  which  it  exerted  over 
their  affairs  by  stock  ownership. 
As  we  shall  have  occasion  hereafter  in  referring  to  mat- 
Amsterdam  Supply  Ck>.  (aLg&icy  to  purchase  supplies) :  Owns  ma- 
jority of  stock  and  controls  large  part  of  remainder  through  sub- 
sidiary companies. 
Thomas  Casack  Go.  (bill  posting) :  Owns  1,000  out  of  1,600  shares. 
Manhattan  Briar  Pipe  Go. :  Owns  all  of  stock,  3,600  shares. 
International  Glgar  Machinery  Go. :  Of  100,000  shares  owns  33,637 
shares  directly  and  29,902  shares  through  Am.  Glgar  Go.;  in  all 
63,639  shares. 

The  American  Tobacco  Gompany  Is  also  interested  in  the  following 
companies,  not  named  as  defendants : 

American  Machine  &  Foundry  Go.:  Owns  610  shares  directly  and 
remainder  (490)  through  Am.  Glgar  Go. 

New  Jers^  Machine  Go. :  Owns  610  shares  directly  and  remainder 
(490)  through  Am.  CSgar  Go. 

Standard  Tobacco  Stemmer  Go.:  Of  17,300  shares  owns  .16,896 
shares. 

Oarson  Tending  Machine  Go. :  Of  600  shares  owns  260  shares. 

The  American  Snuff  Gompany  in  addition  to  stock,  etc.  Interests  in 
the  Amei'lcan  Tobacco  Go.,  American  Glgar  Gompany,  and  the  Amst^- 
dam  Supply  Gompany,  has  stock  Interests  in  the  foUowlng  defendants: 

H.  Bolander:  Owns  all  of  stock,  1360  shares; 

De  Voe  Snuff  Go.:  Owns  all  of  stock,  500  shares.  [The  De  Voe 
Snuff  Go.  owns  all  the  capital  stock,  400  shares  of  Skinner  &  Go.» 
snuff.] 

Standard  Snuff  CV>. :  Owns  all  of  stock,  2,816  shares. 

The  American  Glgar  Go.  In  addition  to  stock  interests  in  the  Amster- 
dam Supply  Go.,  American  Stogie  Go.,  Porto  Blcan-Amerlcan  Tobacco 
Go.,  Kentucky  Tobacco  Product  Go.  and  International  Glgar  Machin- 
ery Go.,  has  the  stock  interest  indicated  in  the  following  defendants : 

B.  D.  Burnett  Glgar  Go. :  Owns  77  out  of  160  shares; 

M.  Blaskower  Go. :  Owns  1376  out  of  2,600  shares  pref.  and  1375 
out  of  2,600  shares  of  common. 

Guban  Land  &  Leaf  Tobacco  Ck). :  Owns  all  of  stock,  1,000  shares. 

[The  Guban  Land,  Ac,  Go.  owns  1320  of  the  1,890  shares  of  stock  of 
Uie  Vuelta  Abajo  S.  S.  Go.] 

Gllff  Weil  Glgar  Go. :  Owns  256  out  of  600  shares. 

Dusel,  Goodloe  &  Go. :  Owns  510  out  760  shares. 

Federal  Glgar  Beal  Bstate  Go. :  Owns  all  stock,  6,000  sbaresL 

J.  J.  Gk)odrum  Tobacco  CV>. :  Owns  477  out  of  600  shares. 
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[147]ter8  beyond  dispute  to  set  forth  the  main  facts  relied 
upon  by  the  United  States  as  giving  rise  to  the  cause  of 
action  alleged  against  all  of  the  defendants  it  suffices  at  this 

Havana-American  Co. :  Owns  all  stock,  2,600  ahares. 

Havana  ToImicco  Ck).:  Owns  700  aharas  out  of  4T,088  preferred, 
166,800  out  of  287^12  common  stock,  and  18,500,000  of  17,600^000 
bonds. 

Jordan  Glbaon  &  Baum  Co.,  Inc. :  Owns  all  preferred  and  common 
stock,  260  shares  each. 

LoQislana  Tobacco  Co.,  Limited :  Owns  875  out  of  600  shares. 

The  J.  B.  Moos  Oompeny :  Owns  aU  ot  stock,  2,000  shareB. 

J.  h  B.  Moos:  Owns  all  of  conmioD  stock,  1,000  sharea. 

Porto  Blcan  Leaf  Tobacco  Co. :  Owns  2,600  oat  of  5,000  sharea 

The  Smokers'  Paradise  Corporation:  Owns  aU  of  common  stock 
(260  shares)  and  849  of  500  shares  preferred. 

Havana  Tobacco  Co.  has  a  stock  interest  in  the  following  corpora- 
tions: 

He  de  Cabanis  j  Carbajal :  All  of  stock,  15,000  shares. 

Hy.  Clay  and  Bock  &  Co.,  Lim. :  Owns  9,748  out  of  16,950  shares 
preferred  and  14,687  out  of  16,990  shares  common. 

[The  Hy.  day,  ftc.,  Co.  Is  owner  of  16,667  shares  of  the  ordinary 
capital  Block  of  the  Havana  Cigar  &  Tol)acco  Factories,  Limited ;  and 
also  owns  64  Aares  of  the  1,890  shares  of  the  capital  stock  of  the 
▼ntita  Abajo  S.  S.  Cal 

Cuban  Tobacco  Oo. :  Owns  all  of  stock,  60  shares. 

Havana  Commercial  Co.:  Owns  56,662  out  of  60,000  Shares  pre- 
ferred and  124,718  out  of  126,000  shares  common. 

(The  Havana  Commercial  Co.  owns  all  of  the  capital  8tock>-100 
shares— of  the  M.  Valle  y  Co.— cigars.] 

Havana  dgar  &  Tobacco  Factories,  Llm. :  Owns  6,774  out  of  26,000 
shares  ordinary  stock. 

J.  8.  Murias  y  Co. :  Owns  aU  of  stock— 7,600  shares. 

BlackweU's  Durham  Tobacco  Co. :  In  addition  to  a  stock  interest  In 
the  Amsterdam  Supply  Co.,  has  the  stock  interest.  Indicated,  in  the 
following  defendant  corporations: 

F.  P.  Penn  Tobacco  Co. :  Owns  1,002  out  of  1,608  shares. 

Scotten-Dillon  Co. :  Owns  $10,000  out  of  $600,000  of  stock. 

Wells-Whltehead  Tobacco  Co. :  Owns  all  of  stock,  1,600  shares, 

Conl^y  Foil  Company :  Owns  all  of  the  capital  stock  (8,000  shares) 
of  the  Johnson  Tin  Foil  and  Metal  Co. 

P.  Lorillard  Company :  Has  a  stock  Interest  in  the  Amerlpax)  Snoft 
Company  and  the  Amsterdam  Supply  Co. 
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[148]  moment  to  say  that  the  bill  averred  the  origin  afifl 
nature  of  the  American  Tobacco  Company  and  the  origin  and 
nature  of  all  the  other  defendant  corporations,  whether 
accessory  or  subsidiary,  and  the  connection  of  the  individual 
defendants  with  such  corporations.  In  effect  the  bill  charged 
that  the  individual  defendants  and  the  defendant  corpora- 
tions were  engaged  in  a  conspiracy  in  restraint  of  interstate 
and  foreign  trade  in  tobacco  and  the  products  of  tobacco  and 
constituted  a  combination  in  restraint  of  such  trade  in  viola- 
tion of  the  first  section  of  the  act,  and  also  were  attempting 
to  monopolise  and  were  actually  a  monopolization  of  such 
trade  in  violation  of  the  second  section.  In  support  of  these 
charges  general  averments  were  made  in  the  bill  as  to  the 
wrongful  purpose  and  intent  with  which  acts  were  com- 
mitted which  it  was  alleged  brought  about  the  alleged 
wrongful  result. 
The  prayer  of  the  bill  was  as  follows: 

"Wherefore  petltiooer  prays: 

[149]  "1.  That  the  contracts.  comblnatlonB,  and  conspiracies  In 
restraint  of  trade  and  commerce  among  the  States  and  with  foreign 
nations,  together  with  the  attempts  to  monopolise  and  the  nymopo^ 
of  the  same  hereinbefore  described  be  declared  11  legal  and  in  yi/olatipn 
of  the  act  of  Congress  passed  July  2,  1890,  and  subsequent  acts»  wp4 
that  they  De  prevented  and  restrained  by  proper  orders  of  the  court 

**  2.  That  the  s^reementa,  contracts,  oomblnations,  and  co^plracies 
entered  into  by  the  defendants  on  or  about  September  Sfl,  1902,  waA 
thereafter,  and  eridenoed  among  other  things  by  t^  two  written 
agreements  of  that  date*  Bxhibita  1  and  2  hereto,,  be  declared  lllegal« 
and  that  Injunctions  Issue  restraining  and  prohibiting  defendants 
from  doing  anything  in  pursuance  of  or  in  furtherance  of  the  same 
within  the  jurladlcUon  of  the  UnltfMl  Stat^ 

*'8.  That  the  Imperial  Tobacco  Company,  its  officers,  agents,  and 
servants  be  enjoined  from  engaging  In  intersti^te  or  foreign  tosde 

R.  J.  Reynolds  Tobacco  Co. :  In  addition  to  a  stock  Interest  in  the 
Amsterdam  Supply  Company  and  the  MacAndrews  &  Forbes  Company, 
owns  two-thirds  of  the  5^000  shares  of  stock  of  the  Lilpf ert  Scales  Co. 

The  British-American  Tobacco  Co. :  In  addition  to  a  small  interest 
In  the  Amsterdam  Supply  Company,  has  the  following  ^tock  interest 
in  certain  defendants: 

DaTid  Dnnlop^(plug) :  Owns  3.000  of  4,500  shares. 

W.  S.  Mathews  ^  Sons  (smoking)  :  Ownp  8,637  out  pt  6,000  shares 
ot  stock. 

T.  d  Williams  Company  (ping) :  Owns  all  of  stodE,  4»000  shares. 
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and  commerce  within  the  jurisdiction  of  the  United  States  until  it 
shall  cease  to  observe  or  act  in  pursuance  of  said  agreements,  con- 
tracts, combinations,  and  conspiracies  entered  into  by  it  and  other 
defendants  on  or  about  September  27,  1902,  and  thereafter,  and  eTi- 
dene«d  among  other  tJiings  by  the  contractii  of  that  date,  Brhiblts 
1  jbjmX  2  hereto. 

"4.  That  the  British-American  Tobacco  Company  be  adjudged  an 
unlawful  instrumentality  created  solely  for  carrying  into  effect  the 
objects  and  purposes  of  said  contract,  combination,  and  conspiracy 
entered  into  on  or  about  September  27,  1902,  and  thereafter,  and  that 
It  be  enjoined  froift  engaging  in  intetrstate  or  foreign  trade  and  com- 
merce within  tii^  jurisdiction  of  the  United  State& 

"6.  That  the  court  adjudge  the  American  Tobacco  Company,  the 
American  Snuff  Company,  the  American  Cigar  Company,  the  Ameri- 
can Stogie  Company,  the  MacAndrews  &  Forbes  Company,  and  the 
Conley  Foil  Company  is  each  a  combination  in  restraint  of  interstate 
and  [IM]  foreign  trade  and  commerce;  and  that  ea<^  has  attempted 
and  is  attempting  to  monopolize,  is  in  combination  and  conspiracy 
with  other  persons  and  corporations  to  monopolize,  and  has  monopo; 
lized  part  of  the  trade  and  commerce  among  the  several  States  ax^d 
with  foreign  nations;  and  order  and  decree  that  each  one  of  them 
be  restrained  from  engaging  io  interstate  or  foreign  commerce,  or. 
if  the  court  should  be  of  opinion  that  the  public  interests  will  be 
be(tter  subserved  thereby,  that  receivers  be  appointed  to  take  posses- 
sion qt  all  the  property,  assets,  business,  and  affairs  of  said  defend- 
ants and  wind  up  the  same,  and  otherwise  take  such  course  in  regard 
thereto  as  will  bring  about  conditions  in  trade  and  commerce  among 
the  States  and  with  foreign  nations  in  harmony  with  law. 

''6.  That  the  holding  of  stock  by  one  of  the  deftodant  corporaUons 
in  another  under  the  circumstances  shown  be  declared  illegal,  and 
that  each  of  them  be  oijoined  from  continuing  to  hold  or  own  such 
shares  In  another  and  from  exercising  any  right  in  connection  there- 
with. 

"7.  That  defendants,  each  and  all,  be  enjoined  from  continuing 
to  carry  out  the  purposes  of  the  above-described  contracts,  comblna* 
tions,  conspiracies,  and  attempts  to  monopolize  by  the  means  herein 
described,  or  by  any  other,  and  be  required  to  desist  and  w^tJMx^rW 
from  all  connection  with  the  same. 

**  8.  That  each  of  the  defendants  t>e  enjoined  from  purchasing  leaf 
tobacco  or  from  selling  and  distributing  its  manufactured  output  as 
a  part  of  interstate  and  foreign  trade  and  commerce  in  conjunction 
or  combination  with  any  other  defendant,  and  from  taking  part  or 
being  hiterested  In  any  agreeipuent  of  combination  intended  to  destcoy^^ 
competition  among  them  in  reference  to  such  purchases  or  sales, 

*^.  That  petitionet  have  such  other,  further,  and  goieral  relief  as 
may  be  pfeper." 
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As  to  the  answers^  it  suffices  to  say  that  all  the  individual 
[151]  and  corporate  defendants  other  than  the  foreign  corpo- 
rations denied  the  charges  of  wrong-doing  and  illegal  com- 
bination and  the  corporate  defendants  in  particular  in  addi- 
tion averred  their  right  under  state  charters  by  virtue  of 
which  they  existed  to  own  and  possess  the  property  which 
they  held  and  further  averred  that  they  were  engaged  in 
manufacturing  and  that  any  combination  amongst  them  re- 
lated only  to  that  subject,  and  therefore  was  not  within  the 
Anti-Trust  Act.  The  two  foreign  corporations  asserted 
the  validity  of  their  corporate  organization  and  of  the  as- 
sailed agreements,  and  denied  any  participation  in  the 
alleged  wrongful  combination. 

After  the  taking  of  much  testimony  before  a  special  ex- 
aminer, the  case  was  heard  before  a  court  consisting  of  four 
judges,  constituted  under  the  expediting  act  of  February  It, 
1903.  In  deciding  the  case  in  favor  of  the  Government  each 
of  the  four  judges  delivered  an  opinion  (164  Fed.  Bep.  700). 
A  final  decree  was  entered  on  December  15, 1908.  The  peti- 
tion was  dismissed  as  to  the  English  corporations,  three  of 
the  subsidiary  corporations,  the  United  Cigar  Stores  Com- 
pany and  all  the  individual  defendants.  It  was  decreed  that 
the  defendants  other  than  those  against  whom  the  petition 
was  dismissed,  had  theretofore  entered  into  and  were  parties 
to  combinatiwis  in  restraint  of  trade,  etc.,  in  violation  of  the 
Anti-Trust  Act  and  said  defendants  and  each  of  them,  their 
officers,  agents,  etc.,  were  restrained  and  enjoined  "from 
directly  or  indirectly  doing  any  act  or  thing  whatsoever  in 
furtherance  of  the  objects  and  purposes  of  said  combinations 
and  from  continuing  as  parties  thereto."  It  specifically 
found  that  each  of  the  defendants,  "  The  American  Tobacco 
Company,  American  Snuff  Company,  American  Cigar  Com- 
pany, American  Stogie  Company,  and  MacAndrews  &  Forbes 
Company  constitutes  and  is  itself  a  combination  in  violation 
of  the  said  act  of  Congress."  The  corporations  thus  named, 
their  officers,  etc.,  were  next  restrained  [162]  and  enjoined 
"  from  further  directly  or  indirectly  engaging  in.  interstate 
or  foreign  trade  and  commerce  in  leaf  tobacco  or  the  prod- 
ucts manufactured  therefrom  or  articles  necessary  or  useful 
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in  connection  tiierewith.  But  if  any  of  said  last-named  de« 
fendants  can  hereafter  aiBrmatively  show  the  restorati<m  of 
reasonably  competitive  conditions,  such  defendant  may  apply 
to  this  court  for  a  modification,  suspension  or  dissolution  of 
the  injunction  herein  granted  against  it."  The  decree  then 
enumerated  the  various  corporations  whidi  it  was  found  held 
or  claimed  to  own  some  or  all  of  the  capital  stock  of  other 
corporations  and  particularly  specified  such  other  corpora- 
tions, and  then  made  the  following  restraining  provisions: 

''Wherefore  each  and  all  of  defmdants.  The  American  Tobacco 
Oompany,  the  Ajnerican  Bnnff  Company,  the  American  Olgar  C^m- 
pany^  P.  Lorlllaid  Oompany,  JEL  J.  R^jmolds  Tobacco  Ck>mpany»  Black* 
well's  Durham  Tobacco  Gompaay  and  Cootey  £V>U  Ck>mpBny,  Uieir 
offlcera,  directors,  agents,  servants  and  employees  are  hereby  re- 
strained and  enjoined  from  acquiring  by  conveyance  or  otherwise,  the 
plant  or  business  of  any  snch  corporation  wherein  any  one  of  them 
now  holds  or  owns  stock ;  and  each  and  all  of  said  defendant  corpora- 
tions 80  holding  stock  in  other  corporations  as  above  speeiiied,  their 
<^cer8^  directors,  agents,  servants  and  employees^  are  farther  enjoined 
from  voting  or  attempting  to  vote  said  stock  at  any  meeting  of  the 
stockholders  of  the  corporation  issuing  the  same  and  from  exercising 
or  attempting  to  exercise  any  control,  direction,  supervision  or  in 
fluence  whatsoever  over  the  acts  and  doings  of  such  corporation.  And 
it  is  farther  ordered  and  decreed  that  each  and  every  of  the  defttid- 
ant  corporations  the  stock  ol  which  is  held  by  any  other  defendant 
corporation  as  hereinbefore  shown,  their  officers,  directors,  servants 
and  agents,  be  and  they  are  hereby  respectively  and  collectively  re- 
strained and  enjoined  from  permitting  the  stock  so  held  to  be  voted 
by  any  other  de[1681fendant  holding  or  claiming  to  ovni  the  same 
or  by  its  attorooys  or  agents  at  any  corporate  election  for  directors  or 
ofBceni  and  from  permitting  or  suffering  any  other  defendant  oorpocar 
tlon  claiming  to  own  or  hold  stock  therein,  or  its  officers  or  af  enta,  to 
exercise  any  control  whatsoever  over  its  corporate  acts." 

Judgment  for  costs  was  given  in  favor  of  the  petitioner 
and  against  the  defendants  as  to  whom  the  petition  had  not 
been  dismissed,  except  the  B.  P.  Richardson,  Jr.,  A  Com- 
pany, a  corporation  which  had  consented  to  the  decree.  The 
decree  also  contained  a  provision  that  the  defendants  or  any 
of  them  should  not  be  prevented  '^  from  the  institution, 
prosecution  or  defense  of  any  suit,  action  or  proceeding  to 
prevent  or  restrain  the  infringement  of  a  trade-mark  used  in 
interstate  commerce  or  otherwise  assert  or  defend  a  claim  to 
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any  property  or  rights."    In  the  event  of  a  taking  of  an 
appeal  to  this  court,  the  decree  provided  that  the  injunction 
which  it  directed  ^'  shall  be  suspended  during  the  pendency 
of  such  appeal."  . 

The  United  States  appealed,  as  did  also  the  various  de* 
fendants  against  whom  the  decree  was  entered.  For  the 
Government  it  is  contended : 

1.  That  the  petition  should  not  have  been  dismissed  ap  to 
the  individual  defendants. 

2.  That  it  should  not  have  been  dismissed  as  to  the  two 
foreign  corporati<ms — the  Imperial  Tobacco  Company  and 
the  British-American  Tobacco  Company  and  the  domestic 
corporations  controlled  by  the  latter,  and  that,  on  the  con* 
trary,  the  decree  should  have  commanded  the  observance  of 
the  Anti-Trust  Act  by  the  foreign  corporations  so  far  as 
their  dealings  in  the  United  States  were  concerned,  and 
should  have  restrained  those  companies  from  doing  any  act 
in  the  United  States  in  violation  of  the  Anti-Trust  Act, 
whether  or  not  the  right  to  do  said  acts  was  asserted  to  have 
arisen  pursuant  to  the  contracts  made  outside  of  or  within 
the  United  States. 

8.  The  petition  should  not  have  been  dismissed  as  to  the 
United  Cigar  Stores  [164]  Company. 

4.  The  final  decree  should  have  adjudged  defendants  par- 
ties to  unlawful  contracts  and  conspiracies. 

6.  The  final  decree  should  have  adjudged  that  defendants 
were  attempting  to  monopolize  and  had  monopolized  parts 
of  commerce.  More  particularly,  it  is  urged,  it  should  have 
adjudged  that  the  American  Tobacco  Company,  American 
Snuff  Company,  American  Cigar  Company,  American  Stogie 
Company,  MacAndrews  &  Forbes  Company,  the  Conley  Foil 
Company  and  the  British-American  Tobacco  Company  were 
severally  attempting  to  monopolize  and  had  monopolized 
parts  of  commerce  and  that  appropriate  remedies  should 
have  been  applied. 

6.  The  decree  was  not  sufficiently  specific,  since  it  should 
have  described  with  more  particularity  the  methods  whidi 
the  defendants  had  followed  in  forming  and  carrying  out 
their  unlawful  purpose,  and  ^ould  have  prohibited  the 
resort  to  iimilar  methods. 


Digitized  by  VjOOQIC 


UNITED  SXilTSS  V.  MMBBOMS  tOBAOOO  00.  211 

OptoiMi  «f  the  Ooint. 

7.  The  decree  should  h&ire  speeified  the  shares  in  corpora- 
items  diadoBBd  by  the  evidence  to  be  owned  by  the  parties 
to  the  oomspiracy,  and  ij^oold  have  enjoined  those  parties 
from  exeroising  any  control  over  the  corporations  in  whidh 
such  stoek  was  held,  and  the  latter^,  if  made  defendant,  from 
permitting  su<fli  control,  and  should  have  also  enjoined  the 
collecting  of  any  dividends  upon  the  stock. 

8.  The  decree  improperly  provided  that  nothing  therein 
should  prevent  defendants  from  prosecuting  or  defending 
suits;  also  improperly  suspending  the  injunction  pending 
ippeal. 

The  defendants,  by  their  assignments  of  error,  complain 
because  the  petition  was  not  dismissed  as  to  aU,  and  mcN^e 
itpeeifioally,  (a)  beeause  they  were  adjudged  parties  to  a 
combination  in  restraint  of  interstate  and  foreign  commerce, 
and  enjoined  accordingly;  (b)  because  certain  defendant 
corpon4i<»0  holding  shares  in  others  were  enjoined  from 
voting  them  or  exerdsing  control  over  the  issuing  company, 
and  the  latter  from  permitting  this;  and  {c)  because  the 
ijBEieiioan  Tobacco  Company,  American  [155]  Snuff  Com* 
pany,  American  Cigar  Company,  American  Stegie  Company 
and  the  MacAndrews  A  Forbes  Company  were  adjudged 
unlawful  cemibinations  and  restrained  from  engaging  in 
interstate  and  foreign  connnerce. 

The  elaborate  arguments  made  by  both  aides  at  bar  pre- 
sent in  many  forilris  of  statement  the  conflicting  contentions 
resulting  from  the  nature  and  character  of  the  suit  and  the 
deiSaue  thereto,  the  decree  of  the  lower  court  and  the  propo- 
aiUdons  assigned  as  error  to  which  we  have  just  referred.  In 
so  far  as  all  or  any  of  these  contentions,  as  many  of  them 
in  fact  doy  involve  a  ocmflict  as  to  the  application  and  effect 
of  g§  1  and  2  of  the  Anti-Trust  Act,  their  consideration 
has  been  greatly  simplified  by  the  analysis  and  review  of 
that  act  eaud  the  eelistruction  affixed  to  the  sections  in  ques*- 
tion  in  the  case  of  Standaerd  Oil  Company  v.  Uniied  Stat^i^ 
quite  recently  decided,  emfe,  p.  1.  In  so  far  as  the  content- 
tinns  Telate  to  the  disputed  propositions  of  fact,  we  think 
from  the  view  which  We  take  of  the  case  thev  need  not  be 
mtttvtd  te,  lainoe  in  our  ojiinion  th^caee  can  he  disposed  of 
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by  considering  only  those  facts  which  aie  indisputable  and 
by  applying  to  the  inferences  properly  dedudbk  from  sadi 
facts  the  meaning  and  effect  of  the  law  as  expounded  in 
accordance  with  the  previous  decisions  of  this  court 

We  shall  divide  our  investigation  c^  the  case  into  three 
subjects:  First,  the  undisputed  facts;  second,  the  meaning 
of  the  Anti-Trust  Act  and  its  application  as  correctly  con- 
strued to  the  ultimate  conclusions  of  fact  deducible  from  the 
proof;  third,  the  remedies  to  be  applied. 

First.  Undisputed  facts: 

The  matters  to  be  considered  under  this  heading  we  think 
can  best  be  made  clear  by  stating  the  merest  outline  of  the 
condition  of  the  tobacco  industry  prior  to  what  is  asserted 
to  have  been  the  initial  movement  in  the  combinaticm  which 
the  suit  assails  and  in  the  light  so  afforded  to  briefly  recite 
the  history  of  the  assailed  acts  and  con  [IM] tracts.  We 
shall  divide  the  subject  into  two  periods,  (a)  the  one  from 
the  time  of  the  organization  of  the  first  or  old  American 
Tobacco  Company  in  1890  to  the  organization  of  the  Con* 
tinental  Tobacco  Company,  and  (b)  from  the  date  of  sudi 
organization  to  the  filing  of  the  bill  in  this  case. 

Summarizing  in  the  broadest  way  the  conditions  which 
obtained  prior  to  1890,  as  to  the  production,  manufacture 
and  distribution  of  tobacco,  the  following  general  facts  are 
adequate  to  portray  the  situation. 

Tobacco  was  grown  in  many  sections  of  the  country  hav* 
ing  diversity  of  soil  and  climate  and  therefore  was  subject 
to  various  vicissitudes  resulting  from  the  places  of  produce- 
tion  and  consequently  varied  in  quality*  The  great  diversity 
of  use  to  which  tobacco  was  applied  in  manufacturing  caused 
it  to  be  that  there  was  a  demand  for  all  the  various  qualitiea 
The  demand  for  aU  qualities  was  not  local,  but  widespread, 
extending  as  well  to  domestic  as  to  foreign  trade,  and^  there* 
fore,  all  the  products  were  marketed  under  competitive  eon* 
ditions  of  a  peculiarly  advantageous  nature.  The  manu* 
facture  of  the  product  in  this  country  in  various  forms  was 
successfully  carried  on  by  many  individuab;  or  coneems 
scattered  throughout  the  country,  a  larger  number  perhaps 
of  the  manufacturers  being  in  Ihe  vidnage  of  proiductioD 


Digitized  by  VjOOQIC 


WTTKD  BSASam  Vi  AMEBIOAX  tOBAOOO  GO.  21fi 

OpInkmoftlMOMffl 

snd  otfaera  being  advantageously  aiteated  in  or  near  the  prin- 
cipal markets  of  distribiition. 

Before  January,  1690,  five  distinct  concerns — Allen  A 
Ginter,  with  factory  at  Bichmond,  Va.;  W.  Duke,  Sons  A 
Co.,  with  factories  at  Durham,  NcHth  Carolina,  and  New 
York  City;  Kinney  Tobacco  Company,  with  factory  at  New 
York  City;  W.  S.  Elimball  St  Company,  with  factory  at 
Bocheeter,  New  Yoric;  Goodwin  A  Company,  with  fadory 
at  Brooklyn,  New  York — ^manufactured,  distributed  and 
sold  in  thb  XJiiited  States  and  abroad  95  per  cent  of  all  the 
domestic  cigarette  and  less  than  8  per  cent  [167]  of  the 
smoking  tobacco  produced  in  the  United  States.  There  is 
no  doubt  that  these  factories  were  competitors  in  tiie  pur- 
chase  of  the  raw  product  which  they  manufactured  and  in 
the  distribution  and  sale  of  the  manufactured  producta.  In^ 
deed  it  is  shown  that  prior  to  1890  not  only  had  normal  and 
ordinary  competition  existed  between  the  factories  in  ques- 
tion, but  that  the  competiticm  had  been  fierce  and  abnormal. 
In  January,  1890,  having  agreed  upon  a  capital  stock  of 
$85,000,000,  all  to  be  divided  amongst  them,  and  who  should 
be  directors,  the  concerns  referred  to  organized  the  American 
Tobacco  Company  in  New  Jersey,  ^  for  trading  and  manu- 
facturing," with  broad  powers,  and  conveyed  to  it  the  assets 
and  businesses,  including  good  will  and  right  to  use  the 
names  of  the  old  concerns;  and  thereafter  this  corporation 
carried  on  the  business  of  all.  The  $25,000,000  of  stock  of 
the  Tobacco  Company  was  allotted  to  die  charter  members 
as  follows:  Allen  &  Ointer,  $8,000,000  preferred,  $4,500/)00 
Qommon;  W.  Duke,  Sons  A  Co.,  $3,000,000  preferred, 
$4,500,000  common;  Kinney  Tobacco  Company,  $3,000,000 
preferred,  $3,000,000  common;  W.  S.  Kimball  A  Co., 
$1,000,000  preferred,  $1,500,000  common;  and  Goodwin  A 
Ca,  $1,000/X)0  preferred,  $1,600,000  common. 

There  is  a  charge  that  the  valuation  at  which  the  respec* 
tive  properties  were  capitalized  in  the  new  corpcnration  was 
enormoinaly  in  excess  of  their  actual  value.  We,  however, 
put  that  subject  aside,  since  we  propose  only  to  deal  witii 
&ot8  which  are  not  in  oontroveray. 
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Shortly  after  the  fDrmation  of  tiia  nevr  oorpmatioii  flw 
Goodwin  &  C!o.  factory  was  closed,  and  the  direetors  orderad 
^.that  the  mftoufacture  of  all  tobacco  ci^rettei  be  conoen- 
trated  at  Bichmond."  The  new  corporation  in  ISOO,  the  first 
year  of  its  operation,  manufactured  about  two  and  one  half 
billion  cigarettes,  that  is,  about  96  or  9T  per  cent  of  the  total 
domestic  output,  and  about  five  and  one-half  million  pounds 
of  smoking  tobacco  out  [158]  of  a  total  domestic  product  of 
nearly  seventy  million  pounda 

In  a  little  over  a  year  after  the  organization  of  the  com- 
pany it  increased  its  capital  stock  by  ten  million  dollars. 
The  purpose  of  this  increase  is  inferable  from  the  considera- 
tioBS  which  we  now  state. 

There  was  a  firm  known  as  Ffingst,  Donrhoeler  A  Co.,  oon* 
sisting  of  a  number  of  partners,  who  had  been  long  and  suc- 
cessfully carrying  on  the  business  of  manufacturing  plug 
tobacco  in  Louisyille,  Kentucky,  and  distributbg  it  throu|^ 
the  channels  of  interstate  commerce.  In  January,  1891,  this 
firm  was  conyerted  into  a  corporation  known  as  the  National 
Tobacco  Works,  having  a  capital  stock  of  $400,000  all  of 
which  was  issued  to  the  partners.  Almost  immediately  there- 
after, in  the  month  of  February,  the  American  Tobacco  Comr 
pany  became  the  purchaser  of  all  the  capital  stock  of  the 
new  corporation,  pajring  $600,000  cash  and  $1,200,000  in 
stock  of  the  American  Tobacco  Company.  The  members  of 
the  previously  existing  firm  bound  themselves  by  contract 
with  the  American  Tobacco  Company  to  ^iter  its  service  and 
manage  the  business  and  property  sold,  and  eadi  further 
agreed  that  for  ten  years  he  would  not  engage  in  oaivying 
on,  directly  or  indirectly,  or  permit  or  suffer  the  use  of  his 
name  in  connection  with  the  carrying  on  of  ihe  tobacco  busi- 
ness in  any  form. 

In  April  following,  the  American  Tobacco  Company 
bought  out  the  business  of  Philip  Whitlock,  of  Richmotid, 
Virginia,  who  was  engaged  in  the  manufacture  of  oheroots 
and  cigars,  and  with  the  exclusive  right  to  use  the  name  of 
Whitlock.  The  consideration  for  this  purdiase  was  $80G,00(^ 
and  Whitlock  agreed  to  become  an  employee  of  the  American 
Tobacco  Company  for  a  number  of  years  and  not  to  engage 
for  twenty  years  in  the  tobacco  business. 
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In  the  month  of  April  the  Amerioan  Tobicoo  Oompany 
alao  aeqimed  the  boaiiiaBB  of  Marburg  Brothers,  a  well- 
known  firm  looated  at  Baltmuwe,  Maryland,  and  engagid 
[1&9]  in  the  manafacture  and  distribution  of  tobaoco,  prin- 
cipally smoking  and  snufi.  The  oonsideration  was  s  cash 
payment  of  $164,687.C&  and  stock  to  the  amount  of  $1,076,000. 
The  members  of  the  firm  also  conyeyed  the  right  to  the  use 
of  the  finn  name  and  agreed  not  to  engage  in  the  tobaeoo 
business  for  a  lengthy  period. 

Again,  in  the  same  month,  the  American  Tobacco  Oeoft^ 
pany  bought  out  a  tobaeoo  hxm  of  old  standing,  also  located 
in  Baltimore,  known  as  O.  W.  Gail  &  Ax,  engaged  prin- 
cipally in  manufacturing  and  selling  smoking  tobaoeo,  buy^ 
ing  with  the.  business  the  ezdusiye  right  to  use  the  name  of 
the  firm  or  the  partners,  and  the  members  of  the  finn  agreed 
not  to  engage  in  the  tobaoeo  busoMss  for  a  specified  pcnod. 
The  consideration  for  this  purchase  was  $77,582.66  in  cash 
and  stock  to  the  a&KMint  of  $l,760g000.  The  plant  was 
abandoned  soon  after. 

The  result  of  these  purchases  was  manifested  at  once  in 
the  {Nrodnct  of  the  company  for  the  year  1891,  as  will  appear 
from  a  note  in  the  mar^n.*  It  will  be  seen  that  as  to 
cheroots,  smoking  tobacco,  fine  cut  tobacco,  snuff  and  plug 
tobacco,  the  oompany  had  beooate  a  factor  in  all  branches  of 
the  tobacco  industry. 

•  The  outptU  0/  the  Smerican  Tobacco  Company  for  189X. 


MvmbML 

dgarettes 2, 78S,  778. 000  ^. 

Cheroots  and  little  dgars 40,009,000 

Smoking 13, 813, 365 

Fine  cut 500, 633 

Sauff ^ 888, 182 

Plug . 4, 412, 7T4 

Totoi  output  for  the  UnUed  States,  1891. 

dgarettea 8, 137. 318, 596  

Smoking 76, 708. 800 

Fine  cut 16. 968, 870 

Ping  and  twist . 106,177,935 

Snuff 10, 674, 241 
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Beferring  to  the  occonences  of  the  year  1891,  as  in  all 
[160]  respects  typical  of  the  occurreaces  which  took  plaee 
in  all  the  other  years  of  the  first  period,  that  is  during  the 
years  1892, 1898, 1894, 1895, 1896, 1897,  and  1898,  we  content 
ourselves  with  saying  that  it  is  undisputed  that  between  Feb- 
ruary, 1891,  and  October,  1898,  including  the  purchases 
which  we  have  specifically  referred  to,  the  American  Tobacco 
Company  acquired  fifteen  going  tobacco  concerns  doing  busi- 
ness in  the  States  of  Kentucky,  Louisiana,  Maryland,  Michi- 
gan, Missouri,  New  York,  North  Carolina,  and  Virgmia* 
For  ten  of  the  plants  an  all  cash  consideration  of  $6,410,285.26 
was  paid,  while  the  payments  for  the  remaining  five  aggre- 
gated in  cash  $1415,100.95  and  in  stock  $4,123,000.  It  is 
worth  noting  that  the  last  purchase,  in  October,  1898,  was  of 
the  Drummond  Tobacco  Company,  a  Missouri  corporation 
dealing  principally  in  plug,  for  which  a  cash  c(»i8ideration 
was  paid  of  $3,457,500. 

The  corporations  which  were  combined  for  the  purpose  of 
forming  the  American  Tobacco  Company  produced  a  very 
small  portion  of  plug  tobacco.  That  an  increase  in  this  di- 
rection was  contemplated  is  manifested  by  the  almost  imme- 
diate increase  of  the  stock  and  its  use  for  the  purpose  of  ac- 
quiring, as  we  have  indicated,  in  1891  and  1892,  the  owner- 
ship and  control  of  concerns  manufacturing  plug  tobacco  and 
the  consequent  increase  in  that  branch  of  production.  There 
is  no  dispute  that  as  early  as  1893  the  president  of  the  Amer- 
ican Tobacco  Company,  by  authority  of  the  corporation,  ap- 
proached leading  manufacturers  of  plug  tobacco  and  sought 
to  bring  about  a  combination  of  the  plug  tobacco  interests, 
and  upon  the  failure  to  accomplish  this,  ruinous  competition, 
by  lowering  the  price  of  plug  below  its  cost,  ensued.  As  a 
result  of  this  warfare,  which  continued  until  1898,  the  Amer- 
ican Tobacco  Company  sustained  severe  losses  aggregating 
more  than  four  millions  of  dollars.  The  warfare  produced 
its  natural  result,  not  only  because  the  company  acquired 
[161]  during  the  last  two  years  of  the  campaign,  as  we  have 
stated,  control  of  important  plug  tobacco  concerns,  but  others 
engaged  in  that  industry  came  to  terms.  We  say  this  be- 
cause in  1898,  in  connection  with  several  leading  plug  manu- 
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laotaxeray  the  American  Tobftcoo  Omipany  orgamxed  a  New 
Jersey  corpcxcatioii  styled  the  Continental  Tobacco  Company, 
for  ^'trading  and  mannfactamng,"  with  a  cajatal  of  $75,- 
000,000,  afterwards  mcreased  to  $100,000,000.  The  new  com- 
pany ksaed  its  stock  and  took  transfers  to  the  plants,  assets 
and  boeineaBes  of  five  large  and  sncoessful  competing  plug 
manufacturers.* 

The  American  Tobacco  Company  also  conveyed  to  this  cor* 
pomti4>n,  at  large  valuations,  the  assets,  brands,  real  estate 
and  good  will  pertaining  to  its  plug  tobacco  business,  includ- 
ing the  Naticmal  Tobacco  Works,  the  James  O.  Butler  To^ 
bacco  Co.,  Drummond  Tobacco  Company,  and  Brown  To- 
bacco Co^  receiving  as  consideration  $80,274,300  of  stock  (one- 
half  c(»nmon  and  one-half  preferred),  $800,000  cash,  and  an 
additional  sum  for  losses  sustained  in  the  plug  business  dur<* 
ing  1898,  $840,035.  Mr.  Duke,  the  president  of  the  American 
Tobacco  Company,  also  became  president  of  the  Continental 
Company. 

Under  the  preliminary  agreement  which  was  made  looking 
to  the  formation  of  the  Continental  Tobacco  [162]  Company, 
that  cnnpany  acquired  from  the  holders  all  the  $8,000,000 
of  the  common  stock  of  the  P.  Lorillard  Company  in  ex- 
change for  $6,000,000  of  its  stock,  and  $1,581,300  of  the 
$2,000,000  preferred  in  exchange  for  notes  aggregating  a  sum 
considerably  larger.  The  Lorillard  Company,  however,  al- 
though it  thus  passed  practically  under  the  control  of  the 
American  Tobacco  Company  by  virtue  of  its  ownership  of 
stock  in  the  Continental  Company,  was  not  liquidg^ted,  but 
its  business  continued  to  be  conducted  as  a  distinct  corpora- 

•P.  J.  Sorg  Co.,  having  factory  at  Middletown,  Ohio,  who  received 
preferred  stock  $4,860,000,  ooinmon  stock  $4,625,000,  and  cash  $224376. 

John  Flncer  and  Brothers,  having  factory  at  Louisville,  Ky^  who 
received  preferred  stock  |2»250,000,  common  stock  $3»06O,O00,  and 
cash  $550,000. 

Daniel  Scotten  ft  Co.,  having  factory  at  Detroit,  Mich.,  who  received 
preferred  stock  $1,911,100,  and  common  stock  $8,012,500. 

P.  H.  Mayo  ft  Bhml,  having  factory  at  Richmond,  Va.,  who  reekved 
prefened  sto<*  $1,260,000,  common  stock  $1,926,000»  and  cash  $66,125^ 

John  Wright  Co.,  having  factory  at  Richmond,  Va.,  who  received 
preferred  stock  $405,000,  common  stock  $495,000,  and  cash  $4,116.67. 
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tioH,  it*  gdodB  being  marbed  and  put  upon  the  knadbet  just; 
as  if  they  were  the  manufaetiare  of  an  mdBpeodapt  coooenL 

Following  the  otrgpuuzation  of  the  Continental  Tobacco 
Company  the  Amecican  Tobacco  Company  increaaedita  cap- 
ital stock  fromi  thirty-five  millioxis  of  daUars  to  seyenty 
millions  of  dollars,  and  declaind  a  stock  dividend  of  one  hun- 
dred per  cent  on  its  common  stock,  that  is,  a  istoek  dividend 
of  $21,000,000. 

As  the  facts  just  stated  bring  us  to  the  end  of  the  first 
period  which  at  the  outset  we  stated  it  was  our  purpose  to 
review,  it  is  well  briefly  to  point  out  the  increase  in  the  power 
and  ocmtrol  of  the  American  Tobacco  Company  and  the  ex- 
tension of  its  activities  to  all  forms  of  tobacco  products  which 
had  been  accomplished  just  prior  to  the  organisation  of  the 
Continental  Tobacco  Company.  Nothing  could  show  it  more 
clearly  than  the  following:  At  the  end  of  the  time  the  com- 
pany was  manufacturing  86  per  cent  or  thereabouts  of  all  the 
cigarettes  produced  in  the  United  States,  above  26  per  cent 
of  all  the  smoking  tobacco,  more  than  22  per  cent  of  all  plug 
tobacco,  SI  per  cent  of  all  little  cigars,  6  per  cent  each  of  all 
snuff  and  fine  cut  tobacco,  and  over  2  per  cent  of  all  cigars 
and  cheroots. 

A  brief  reference  to  the  occurrences  of  the  second  period, 
that  is,  from  and  after  the  organization  of  the  Continental 
Tobacco  Company  up  to  the  time  of  the  bringing  of  this 
[163]  suit,  will  serve  to  make  evident  that  the  transactions 
in  their  essence  had  all  the  characteristics  of  the  occurrences 
of  the  first  period. 

In  the  year  1899  and  thereafter  either  the  American  or  the 
Continental  company,  for  cash  or  stock,  at  an  aggregate  cost 
of  fifty  millions  of  dollars  ($50,000,000),  bought  and  closed 
up  some  thirty  competing  corporations  and  partnerships 
theretofbre  engaged  in  interstate  and  foreign  commerce  as 
manufacturers,  sellers,  and  distributors  of  tobacco  and  related 
commodities,  the  interested  parties  covenanting  not  to  engage 
in  the  business.  Likewise  the  two  corporations  acquired  for 
cash,  by  issuing  stock,  and  otherwise,  control  of  many  com- 
peting corporations,  now  going  concerns,  with  plants  in 
varioua  States,  Cuba  and  Porto  Bico,  which  manufactured, 
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boogbt^  aold  aad  distribHtod  tobacea  poroducte  or  tebked  ar- 
tiioleB  ihcoughout  the  United  Ststes  and  ibpeign  countriee, 
and  took  Urom  the  paortieft  i&  mtofeat  covenants  itot  to  engage 
in  the  tobaeco  baflmeaa, 

llie  plants  thus  acquired  were  operated  until  the  merger  in 
1801,  to  which  we  shall  hereafter  refer,  aa  a  part  of  the  gen- 
eral system  of  the  American  and  Continental  oompanies. 
The  power  resulting  fh>m  and  the  purpose  contemplated  in 
making  these  acquisitions  by  the  companies  just  referred  to, 
however,  may  not  be  measured  by  considering  alone  the  busi- 
nees  of  the  company  direcUy  acquired,  since  some  of  ihoaa 
companies  were  made  the  v^des  as  i^rasenting  the  Ameri- 
can or  Continental  company  for  acquiring  and  holding  the 
stock  of  other  and  competing  companies,  thus  amplifying  the 
power  resulting  from  the  acquisitions  directly  made  by 
the  American  or  Continental  eompaiuy,  without  ostensibly 
doing  sa  It  is  besides  undisputed  that  in  many  instances  tlM 
acquired  corporations  with  the  subsidiary  companies  over 
which  they  had  control  through  stock  ownership  were  car- 
ried on  ostensibly  as  independent  concerns  disconnected 
[164]  from  either  the  American  or  the  Continental  com* 
pany,  although  they  were  controlled  and  owned  by  one  or  the 
other  of  these  companies.  Without  going  into  details  on 
these  subjects,  for  the  sake  of  brevity,  we  append  in  the  mar^ 
gin  a  statement  of  the  corporations  thus  acquired,  with  the 
mention  of  the  competing  concerns  which  such  corporations 
acquired.* 

•MoBopol  Tobacco  Works  (New  York,  N.  T.)  :  Capital,  $40,000; 
dgaretto  and  amoking  tobacco.  In  isee  the  American  Tobacco  Oo. 
acquired  aU  the  shares  for  9260,000,  and  it  is  now  a  selling  agency. 

Lnhrman  ft  Wilbern  Tobacco  Company  (Middletown,  Ohio)  :  Capi' 
tal,  1000,000;  scrap  tobacco.  This  Inisiness  was  formerly  carried  on 
by  a  pai^ership. 

Itfengel  Box  Company  (tionisvUle,  Ky.) :  Capital,  $2,000,000;  boxes 
fior  packing  tobacco.  This  company  has  acquired  the  stock  ($190,000) 
of  Columbia  Box  Company  and  of  Tyler  Box  Company  ($26,000) » 
beth  at  St  Lonis. 

The  Porto  Rlcan-American  T6b»cco  (Company  (Porto  Hico)  :  Capi- 
tal, $1*,7d9;000.  In  1909  the  American  Company  cansedttie  organiza- 
tion of  the  Porto  Rlcan-Am^ican  Tobacco  Company,  which  took  orer 
the  partnership  business  of  Bucabado  y  Portela-H&annfactnrer  of 
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[1€6)  It  is  of  the  utmost  importtnce  to  obeerve  iliat  the  me* 
quisitioiis  made  by  the  sabsidiary  corporations  in  some  cases 
likewise  show  the  remarkable  facts  stated  above,  that  is,  the 
disbursement  of  enormous  amounts  of  money  to  [166]  ae* 

cigars  and  cigarettes — ^wltb  covenants  not  to  compete.  The  American 
Tobacco  Company  and  American  Cigar  Company  each  hold  $586300  of 
the  stock;  the  balance  Is  in  tbe hands  of  Indiylduala 

Kentucky  Tobacco  Product  Gomi^ny  (Louisrme,  Ky.):  Capital, 
$1,000,000.  In  1899  the  Continental  Company  acquired  control  of  the 
Louisville  Spirit-Cnred  Tobacco  Co.,  engaged  in  curing  and  treating 
tobacco  and  ntilising  the  stems  for  fertilizers.  By  agreement,  the 
Koitucky  Tobacco  Product  Company  was  organised  in  New  Jersey, 
with  $l,000»oeo  capital,  $450,000  issued  to  the  old  stockholders,  and 
$W>,000  to  Continental  Company  as  consideration  <or  agreement  to 
supply  stems. 

Golden  Belt  Manufacturing  Company  (North  Carolina) :  Capital, 
$700,000;  cotton  bags  and  containers.  In  1809  the  American  Tobacco 
Company  acquired  the  business  of  this  c<»?poration«  which  was  formed 
to  take  over  a  going  buslnesa 

The  Conley  Foil  Company  (New  Tork) ;  Tinfoil  combination;  capi- 
tal, $825,000.  In  December,  1899,  The  American  Tobacco  Company 
secured  control  of  the  business  of  John  CJonley  ft  Son  (partnership), 
New  York,  N.  T.,  manufacturers  of  tinfoil,  an  essential  for  pack- 
ing tobacco  products.  By  agreement  the  Conley  Foil  Company  was 
incorporated  in  New  Jersi^  "for  trading;  and  manufacturing,"  etc, 
with  $250,000  capital  (afterwards  $376,000  and  $825,000)— which  took 
over  the  firm's  business  and  assets,  etc.,  and  The  American  Tobacco 
Company  became  owner  of  the  majority  shares.  l%e  Ck>nley  Foil 
Company  has  acquired  aU  the  stock  of  the  Johnson  Tinfoil  A  Metal 
Ck>mpany — a  defendant— of  St  Louis,  a  leading  competitor,  and  th^ 
supply  under  fixed  contracts,  the  tinfoil  used  by  defendanta 

B.  J.  Reynolds  Tobacco  Ck)mpany  (Winston-Salem,  North  Caro- 
lina). In  1899  the  (Continental  Tobacco  Ck)mpany  acquired  ooatxol  of 
the  B.  J.  Reynolds  Tobacco  Company,  one  of  the  largest  maaofac* 
turers  of  plug— output  in  1898,  6,000,(X)0  pounds.  By  agreement,  a  new 
corporation  (with  same  name)  wae  organised  in  New  Jersey  and 
capitalized  at  $6,000,000  (afterwards  $7,525,000),  which  took  over  the 
business  and  assets  of  the  old  one.  The  (continental  Company  imme- 
diately acquired  the  majority  shares  and  Vbe  American  Company  now 
holds  $5^000,(X)0  of  stock.  The  separate  organisation  has  been  pre- 
served. 

There  was  acquired  in  the  name  of  the  new  Beynolds  Company, 
with  covenants  against  competition,  the  following  plants : 

In  1900,  T.  h,  Vaughn  ft  Company,  partnership,  of  Winston,  N.  C.; 
eonsideimtkm,  $80,608;  Brown  Brothers  Company,  a  North  Ouolina 
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quire  plasts,  whieh  on  beiBg-  purehased  were  hot  utilized  but 
were  immediately  dosed.  It  is  also  to  be  remarked,  that  the 
facts  stated  in  the  memorandum  in  the  margin  show  on 
their  face  a  singular  identity  between  the  oonceptions  which 
governed  the  transactions  of  this  latter  period  with  those 

corporation,  Winston,  N.  G.;  consideration,  ^,016;  and  P.  H.  Hanes 
ft  Company  and  B.  F.  Hanes  ft  Company,  Winston,  N.  C,  partnership; 
consideration,  $071,960. 

In  1906,  Bucker  ft  Wlttsn  Tobaceo  Company,  Martinsrille,  Ta.; 
ooiuMeration,  |612,S08. 

In  1906,  D,  H.  Spencer  ft  Company,  MartinsriUe^  Ya.;  consideratioii» 
|8]4,265. 

(All  of  tbe  foregoing  plants  were  closed  as  soon  as  purchased.) 

A  majority  of  the  $400,000  capital  stock  in  the  Liipfert-Scalee  Com- 
pany, of  Winston,  N.  C,  a  corporation  largely  engaged  In  the  mano- 
ftiCtore  of  plug  tobacco  and  interstate  and  foreign  commerce  in  leaf 
tobacco  and  its  products,  was  acquired  by  the  Reynolds  Company. 
The  separate  organixation  of  the  Liipfert-Scalee  Company  is  preserved 
and  the  business  carried  on  under  its  corporate  name. 

The  R.  J.  fteynolds  Tobncco  Company  also  h<4ds  198,300  of  stock  of 
the  MacAndrews  ft  Forte*  Company  and  19,600  of  the  Amsterdam 
SuM>]y  Company. 

Blackwell's  Durham  Tobaceo  CoBQiany  (Durham*  N.  O.) ;  Capital* 
11,000,000.  In  1899  The  American  Tobacco  Company  procured  for 
$4,000,000  all  the  stock  of  Blackwell's  Durham  Tobacco  Company  at 
Dnriiam,  N.  C  manufacturer  and  distributer  of  tobacco  producta 
Thereupcm  the  Blackwell's  Durham  Tobacco  Company,  of  New  Jersey, 
capital,  $1,900,000,  all  owned  by  the  American,  was  organized  and 
took  over  the  assets  of  the  old  company,  then  under  receivership. 
Its  separate  organixation  has  been  preserved. 

The  Durham  Company  has  acquired  control  of  the  following  com- 
petitors— ^Reynolds  Tobacco  Company;  F.  R.  Penn  Tobacco  Company; 
and  Wells- Whitehead  T<»baeoo  Company. 

The  followhig  companies  came  also  under  the  control  of  the  Amerl' 
can  Tobacco  Company  through  acquired  stock  ownmrahip. 

8.  Anargyros:  Capital,  $650,000;  Turkish  cigarettes.  In  1890  The 
American  Tobacco  Company  procured  the  organization  of  corporation 
of  B.  Anargyros,  which  took  over  that  individual's  going  butsiness  and 
has  since  controlled  It  Through  this  company  the  bdslnees  in  Toik- 
Iflh  cigarettes  Is  largely  oondiicted. 

The  John  Bollman  Coo^pany  (San  Frandsoo) :  Capital,  $200,000; 
cigarettes.    In  1900  The  American  Tobacco  Company  procured  or- 
ganizatton  of  The  John  Bollman  Company,  which  took  over  the  busi 
nesa  of  the  former  concern  in  exchange  for  stock.    Its  separate  or- 
ganlntlon  has  hem  preserved. 
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which  eyidently  existed  at  the  rety  hirUk  ot  the  origiiMil 
organisttktioii  of  the  Ajnerioan  Tobaeeo  Company,  aa  esem- 
plified  by  the  transactions  in  the  first  periocL  A  atateuient 
of  particular  transactions  outside  of  those  previously  re- 
ferred to  as  having  occurred  during  the  period  in  questiosi 
will  serve  additionally  to  make  the  situation  clear.  And 
to  accomplish  this  purpose  we  shall,  as  briefly  as  may  be 
consistent  with  clarity,  separately  refer  to  the  facts  coaoern- 
iog  the  organization  during  the  [167]  seeond  period  of  the 
five  corporations  which  were  named  as  defendants  in  the  bill, 
as  heretofore  stated  and  which  for  the  purpose  of  designa- 
tion we  have  hitherto  classified  as  accessory  defendants, 
such  corporations  being  the  American  Snuff  Company,  Amer- 
ican Cigar  Company,  American  Stogie  Company,  Mao- 
Andrews  &  Forbes  Company  (licorice),  and  Conley  Foil 
Company. 

(1).  The  American  Snuff  Company: 

As  we  have  seen,  the  American  Tobacco  Company  at  the 
commencement  of  the  first  period  prodaced  a  very  small 
quantity  of  snuff.  Its  capacity,  however,  in  that  regard  was 
augmented  owing  particularly  to  the  formation  of  the  Con- 
tinental Tobacco  Company  and  the  acquisition  of  the  Loril- 
iard  Company,  by  which  it  came  to  .be  a  serious  factor  as  a 
snuff  producer.  There  shortly  ensued  an  aggressive  compe«- 
tition  in  the  snuff  business  between  the  American  Tobacco 
Company,  with  the  force  acquired  from  the  vantage  ground 
resulting  from  the  dominancy  of  its  expanded  organization, 
and  others  in  the  trade  operating  independently  of  that  or- 
ganization. The  result  was  identical  with  that  which  had 
previously  arisen  from  like  conditions  in  the  past. 

In  March,  1900,  there  was  organized  in  New  Jersey  a  cor- 
poration known  as  The  American  Snuff  Company,  with  a 
capital  of  $25,000,000,  one-half  preferred  and  one-half  com- 
mon, which  took  over  the  snuff  business  of  the  P.  Loriliard 
Company,  Continental  Tobacco  Company  and  The  American 
Tobacco  Company,  with  that  of  a  large  competitor,  viz :  The 
Atlantic  Snuff  Co.  The  stock  of  the  new  company  was  thus 
apportioned :  Atlantic  Snuff  Company,  preferred,  $7^500,Q00| 
common,  $25,000,000;  P.  I^rillard  Company,  prefen^d, 
$1,124,700,  common,  $3,469,400;  The  American  Tobacco  Corn- 
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pioiy,  prefcrred,  (lilTT^SOO,  oommon,  ^^fiQO\  CobtiiHSBial 
Tobacco  Cixnpftny,  pi^Bferred,  $197,500  eoauooQ,  $813400. 
The  stock  issued  to  Continental  Tobacco  Company  and  the 
[168]  def endantS)  P.  Lorillard  Compiuay  and  the  American 
Tobacco  Company,  is  still  held  by  the  latter,  and  they  have 
at  all  times  had  a  controlling  interest  in  the  Snuff  Company. 
All  the  companies,  together  with  their  officers  and  directors, 
covenanted  that  they  would  not  thereafter  engage  as  oom- 
petitors  in  the  tobacco  business  or  the  manufacture,  sale,  or 
distribution  of  snuff. 

Among  the  assets  transferred  by  the  Atlantic  Snuff  Com- 
pany to  American  Snuff  Company  were  all  the  shares 
($600/)00)  of  W.  E.  Garrett  &  Sons,  Inc.,  then  and  now  one 
of  the  oldest  and  very  largest  producers  of  snuff,  for  a  long 
time  and  still  engaged  at  Yorkland,  Del.,  in  interstate  and 
foreign  commerce  in  tobacco  and  its  products,  and  which 
controlled  through  stock  ownership  the  Southon  Snuff  Com- 
pany, Memphis,  Tenn. ;  Dental  Snuff  Company,  Lynchburg, 
Va.,  and  Stewart-Balph  Snuff  Company,  ClarksviUe,  Tenn* 
The  separate  existence  of  W.  E.  Garrett  &  Son,  Inc.,  has 
been  preserved  and  its  business  conducted  under  the  corpor- 
ate namew  In  March,  1900,  the  American  Simff  C<xnpany 
aequired  all  the  shares  of  George  W.  Helme  Company,  one 
of  the  oldest  and  largest  producers  of  snuff  and  actirdy  en- 
gird at  Helmetta,  N.  J.,  in  interstate  and  foreign  comoneroe 
in  competition  with  defendants,  by  issuing  in  exchange 
tlMoefor  $B,000,000  preferred  stock  and  $1,000,000  commock; 
and  it  theneafter  took  a  conveyance  of  all  assets  of  the  ac- 
quired company  and  now  operates  the  plant  under  its  own 
name. 

As  a  result  of  t&e  transactions  just  stated  it  came  to  pass 
tiiat  the  American  Tobacco  Company^  which  had  at  the  end 
of  the  first  period  only  a  ^eiy  small  percentage  Off  the  snuff 
manufacturing  business,  came  virtually  to  have  the  dominant 
coDtR)!  as  a  manufacturer  of  that  product. 

2.  Gonimi  FoU  Oompaif¥y^-*'ni(mufaetureTS  of  tinfoU^  on 
e&serMal  /or  pQohing  iobacca^  produetB: 

In  December,  189^,  the  Amoriwn  Tobacco  Ooi&pany  se« 
cured  control  of  the  business  of  John  Conley  &  Sons,  a 
[169]  partnership  of  New  York  City.    By  agreement  the 
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Conlej  Foil  Company  was  inoorporated  in  New  ToA  **  for 
trading  and  manufacturing,''  etc.,  with  $260,000  capital,  ulti- 
mately increased  to  $825,000.  The  corporation  took  over 
the  business  and  assets  of  the  firm,  and  the  American  To-< 
bacco  Company  became  owner  of  a  majority  of  the  shares  of 
stock.  The  Conley  Foil  Company  has  acquired  all  the 
shares  of  stock  of  the  Johnson  Tinfoil  &  Metal  Company,  of 
St.  Louis,  a  leading  competitor,  and  they  supply  under  fixed 
contracts  at  remunerative  prices  the  tinfoil  used  by  the  de- 
fendants, which  constitutes  the  major  part  of  the  total  pro« 
duction  in  the  United  States. 

8.  American  Off  or  Gonipann/f 

Prior  to  1901  the  American  and  Continwital  tobacco  com- 
panies manufactured,  sold,  and  distributed  cigars,  stogies, 
and  cheroots.  In  the  year  stated  the  companies  determined 
to  engage  in  the  business  upon  a  laiger  scale.  Under  agree- 
ment with  Powell,  Smith  &  Company,  large  manufacturers 
and  dealers  in  cigars,  they  caused  the  incorporation  in  New 
Jersey  of  the  American  Cigar  Company  '^  for  trading  and 
manufacturing,''  etc,  to  which  all  three  conveyed  their  said 
business,  and  it  has  since  carried  on  the  same.  The  American 
and  Ccmtinental  companies  each  acquired  46^  per  cent  of  the 
shares,  and  Powell,  Smith  &  Company  7  per  cent;  the  orig- 
inal  capitalization  was  $10,000,000  (afterwards  $20,000,000), 
and  more  than  three-fourths  is  owned  by  the  former.  The 
Cigar  Company  acquired  many  competitors  (partnerships 
and  corporations)  engaged  in  interstate  and  foreign  oom- 
meroe,  taking  from  the  parties  covenants  against  engaging 
in  the  tobacco  business;  and  it  has  also  procured  the  or«- 
ganization  of  controlled  corporations  which  have  acquired 
competing  manufacturers,  jobbers,  and  distributors  in  the 
United  States,  Cuba,  and  Porto  Rico.  It  manufactures,  sells 
and  distributes  a  considerable  per  centage  of  domestic  cigars; 
is  the  dominating  factor  in  the  tobacco  business,  [130] 
foreign  and  domestic,  in  Cuba  and  Porto  Bioo,  and  js  there 
engaged  in  tobacco  planting.  It  also  controls  corporate  job- 
bers in  California,  Alabama,  Virginia,  Pemuaylvaniai  Qeor* 
gia,  Louisiana,  New  Jersey,  and  Tennessee. 
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4  The  MaoAndreym  A  Forbes  Otym/pamy — ftuMnfafaet/wrers 
of  Uoorice: 

There  is  no  qaestion  ti&t  liMrioe  paste  is  an  essential  in- 
gredient in  the  manufacture  of  plug  tobacco,  and  that  one 
who  is  debarred  from  obtaining  such  paste  would  therefore 
be  unable  to  engage  in  or  carry  on  the  manufacture  of  such 
product  The  control  oyer  this  article  was  thus  secured:  In 
May,  1902,  the  Continental  Company  secured  control  of 
MacAndrews  and  Forbes  Co.  of  Newark,  New  Jersey,  and 
organized  ^for  trading  and  manufacturing^'  a  corporation 
known  as  the  MacAndrews  &  Forbes  Co.,  with  a  capital  of 
$7,000,000,  $4,000,000  preferred  and  $8,000,000  conmi(m, 
which  took  over  the  business  of  MacAndrews  and  F<»be8  and 
another  large  competitor.  The  Continental  Company  ac- 
quired two-thirds  of  the  common  stock  by  agreeing  to  pur- 
chase its  supply  of  paste  from  the  new  company.  The 
American  Tobacco  Company,  at  the  time  of  the  filing  the 
bill,  was  the  owner  of  $2,112,900  of  the  common  stock  and 
$750,000  preferred.  By  various  purchases  and  agreements 
tibe  MacAndrews  &  Forbes  Company  acquired,  substantially, 
the  business  of  all  competitors.  Thus,  in  June,  1902,  it  pur- 
chased the  business  of  the  Stamford  Mfg.  Co.,  of  Stamford, 
Connecticut,  and  incorporated  the  National  Licorice  Com* 
pany,  which  acquired  the  busmess  of  Young  A  Smylie  and 
F.  B.  A  V.  P.  Scudder,  and  the  National  Company  agreed 
with  MacAndrews  A  Forbes  not  to  produce  licorice  for  to- 
bacco manufacturers.  In  1906  all  the  stock  in  the  J.  S. 
Young  Company  ($1,800,000),  whidi  had  been  organised  to 
take  over  the  business  of  the  J.  S.  Young  Co.  of  Baltimore, 
Md.,  was  acquired  by  the  MacAndrews  A  Forbes  Co.  The 
MaoAndrews  &  Forbes  Co.  use  in  excess  [171]  of  95  per 
cent  of  the  licorice  root  consumed  in  the  United  States. 

6.  American  Stogie  Oompa/r^/: 

In  May,  1903,  the  American  Cigar  Company  and  the 
American  and  Continental  Tobacco  Companies  caused  the 
American  Stogie  Company  to  be  incorporated  in  New  Jer- 
sey*  with  $11,979,000  capital,  which  immediately  took  over 
the  stogie  and  tobie  business  of  the  companies  named  in  ex- 
change for  $8,206,275  stock  and  then  in  the  usual  ways  ae- 
95826**— VOL  4—17 ^16 
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qoind  the  bafiineoB  of  others  in  the  nuuiiiftustvire,  sele,  snd 
distribution  of  such  products,  with  covenants  not  to  compete, 
It  aequired  in  exchange  for  $8,647,726  stock  all  shares  of 
United  States  Cigar  Company  (which  had  previoualy  ae^ 
quired  and  owned  the  business  of  important  competitors) 
and  subsequently  took  the  conveyance  of  the  plant  and  assete. 
The  majority  shares  always  have  been  held  by  defendant,  the 
AmiBrican  Qgar  Company. 

As  we  think  the  legitimate  inferences  deducible  from  the 
undisputed  fact^  which  we  have  thus  stated  wUl  be  sufficient 
to  dispose  of  the  controversy,  we  do  not  deem  it  necessary  to 
expand  this  statement  so  as  to  cause  it  to  embrace  a  recital 
of  the  undisputed  facts  concerning  the  entry  of  the  American 
Tobacco  Company  into  the  retail  tobacco  trade  through  the 
aoquisition  of  a  controlling  interest  in  the  stock  of  what  is 
known  as  the  United  Cigar  Stores  Company,  as  well  as  to 
some  other  subjects  which  for  the  sake  of  brevity  we  likewise 
pass  over,  in  order  to  come  at  once  to  a  statement  concerning 
the  foreign  companies. 

Ths  Engliih  com/pames: 

In  September,  1901,  the  American  Tobacco  Co.  purchased 
fbr  $6,847,000  a  Liverpool  (Eng.)  corporation,  known  as 
Ogden's  Limited,  there  engaged  in  manufacturing  and  dis- 
tribuiing  tobacco  products.  A  trade  conflict  which  at  once 
ensued  caused  many  of  the  Engli^  manufacturers  to  com* 
bine  into  an  incorporation  known  as  the  [178]  Imperial  To* 
bacco  Company  of  Great  Britain  and  Ireland,  capital 
16,eoa/X)0,  afterwards  increased  to  18,000,000,  pounds  steiv 
ling.  The  trade  war  was  continued  between  this  corporation 
and  the  American  Tobacco  Company,  with  a  result  substan- 
tially identical  with  that  which  had  hitherto,  as  we  have  seen, 
arisen  from  sudi  a  situation. 

In  September,  1902,  the  Imperial  and  the  American  com- 
panies entered  into  contracts  (executed  in  England)  stipulat- 
ing that  the  former  should  limit  its  business  to  the  United 
Kingd(»n,  except  purchasing  leaf  in  the  United  States  (it 
buys  64,000,000  pounds  annually) ;  that  the  American  com- 
penies  should  limit  their  business  to  the  United  States,  its 
dependanciee  and  Cuba;  and  that  the  British- American  To- 
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bsooo  C<Hnpftny,  with  capital  of  6,000,000  poonds  sterling  ap- 
portioned between  them,  should  be  <Nrganized,  take  over  the 
export  business  of  both,  and  operate  in  other  oountriea,  etc. 
This  arrangement  was  immediately  put  into  effect  and  has 
been  observed* 

The  Imperial  Ccnnpany  holds  one-third  and  the  American 
Company  two-thirds  of  the  capital  stock  of  the  British- 
American  Tobacco  Company,  Limited.  The  latter  company 
maintains  a  branch  office  in  New  York  City  and  the  vice* 
president  of  the  American  Tobacco  Company  is  a  principal 
officer.  This  company  uses  large  quantities  of  domestic  leaf, 
partly  exported  to  various  plants  abroad  and  about  half 
manufactured  here  and  then  exported.  By  agreement,  all 
this  is  purchased  through  the  American  Tobacco  Company. 
In  addition  to  many  plants  abroad  it  has  warehouses  in  vari- 
ous State?  and  plants  at  Petersburg,  Va.,  and  Durham,  N.  C, 
where  tobacco  is  manufactured  and  then  exported. 

The  purdiase  of  necessary  leaf  tobacco  in  the  United  Stated 
by  tiie  Imperial  Company  is  now  made  through  a  resident 
general  agsnt  and  is  exported  as  a  part  of  foreign  commerce. 

Not  to  break  the  continuity  of  tiie  narrative  of  facts  we 
[17S]  have  omitted  in  the  proper  chronological  order  to 
state  the  facte  rdatiye  to  what  was  known  as  the  Consoli- 
dated Tobacco  Company.  We  now  particularly  refer  to  that 
subject. 

The  OansoUdaied  Tobacco  Oo.: 

In  June,  1901,  parties  largely  interested  in  the  American 
and  Continental  companies  caused  the  incorporation  in  New 
Jersey  of  the  Consolidated  Tobacco  Company,  capital 
$30,000,000  (afterwards  $40,000,000),  with  broad  powers  and 
perpetual  existence;  to  do  business  throughout  the  world, 
and  to  guarantee  securities  of  oihet  companies,  ete.  A  ma- 
jority of  Ebares  was  taken  by  a  few  individuals  connected 
with  the  old  concerns:  A.  N.  Brady,  J.  B.  Duke,  A.  H. 
Payne,  Thomas  Eyan,  W.  C  Whitney,  and  P.  A.  R  Widener. 
J.  B.  Duke,  president  of  both  the  old  companies,  beeame 
present  of  Ae  Consolidated.  Largely  in  exchange  for 
bonds  the  new  company  acquired  substantially  all  the  shares 
of  common  stock  of  the  old  ones.    Ite  business,  of  holding 
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and  financing,  was  continued  nntil  1904,  when,  with  the 
American  and  Continental  Companies,  it  was  merged  into 
the  present  American  Tobacco  Company. 

By  proceedings  in  New  Jersey,  October,  1904,  the  (old) 
American  Tobacco  Company,  Continental  Tobacco  Compiuiy, 
and  Consolidated  Tobacco  Company  were  merged  into  one 
corporation,  under  the  name  of  The  American  Tobacco  Com- 
pany, the  principal  defendant  here.  The  merged  company, 
with  perpetual  existence,  was  capitalized  at  $180,000,000 
($80,000,000  preferred,  ordinarily  without  power  to  vote). 

The  powers  conferred  by  the  charter  are  stated  in  the 
margin.* 

[174]  Prior  to  the  merger  the  Consolidated  Tobacco  Com- 
pany, a  majority  of  whose  $40,000,000  share  capital  was 
held  by  J.  B.  Duke,  Thomajs  F.  Ryan,  William  C.  YRiitney, 
Anthony  N.  Brady,  Peter  A.  B.  Widener  and  Oliver  H. 
Payne,  had  acquired,  as  already  stated,  nearly  all  common 
shares  of  both  old  American  and  Continental  companies,  and 
thereby  control.  The  preferred  shares,  however,  were  hdd 
by  many  individuals.  Through  the  method  of  distribution 
of  the  stock  of  the  new  company,  in  exchange  for  shares  in 
the  old  American  and  in  the  Continental  Company,  it  re- 
sulted that  the  same  six  men  in  control  of  the  combination 
through  the  Consolidated  Tobacco  Company  continued  that 
control  by  ownership  of  stock  in  the  merged  or  new  Ameri- 
can Tobacco  Company.    The  assets,  property,  etc.,  of  the  old 

•To  buy,  manufactory  sell  and  otherwifle  deal  In  tobacco  and  tbe 
products  of  tobacco  In  any  and  all  forms;  *  *  *  to  guarantee 
dividends  on  any  shares  of  the  capital  stock  of  any  corporation  in 
which  said  merged  corporatioin  has  an  interest  as  stockholder;  •  •  • 
to  carry  on  any  bastnefls  operations  deemed  by  such  merged  corpora* 
tlon  to  be  necessary  or  advisable  in  connection  with  any  of  the  oblects 
of  its  incorporation  or  in  fartherance  of  any  thereof,  or  tending  to  in« 
crease  the  yalne  of  its  property  or  stock ;  *  *  *  to  conduct  busi- 
ness in  aU  other  States,  territories,  possessions  and  d^>endencies  of 
the  United  States  of  America,  and  in  all  fbreign  countries;  •  •  • 
to  pordiase  or  otherwise  acquire  and  hold,  sell,  assign*  transfer,  mort- 
gage, pledge^  or  otherwise  dispose  of  the  shares  of  the  capital  stock  or 
of  any  bonds,  securities,  or  other  evidenoe  of  indebtedness  created  by 
any  other  corporation  or  corporations  of  this  or  any  other  State  or 
goyemment,  and  to  issue  its  own  <rt>llgations  in  paytaient  or  exchange 
therefor.    •    •    • 
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oompanies   passed    to    the    American    Tobacco    Company 
(merged),  wjbich  has  since  carried  on  the  business. 

The  record  indisputably  discloses  that  after  this  merger 
the  smne  methods  which  were  used  from  the  beginning  con- 
tinued to  be  employed.  Thus,  it  is  beyond  dispute:  First, 
that  since  the  organization  of  the  new  American  Tobacco 
Company  that  company  has  acquired  four  large  tobacco  con- 
cerns, that  restrictive  covenants  against  engaging  in  the 
tobacco  business  were  taken  from  the  sellers,  and  that  the 
plants  were  not  continued  in  operation  but  [17&]  were  at 
once  abandoned.  Second,  that  the  new  company  has  besides 
acquired  control  of  eight  additional  ccmcems,  the  business 
of  such  concerns  being  now  carried  on  by  four  separate  cor- 
porations, all  absolutely  controlled  by  the  American  Tobacco 
Company,  although  the  connection  as  to  two  of  these  com- 
panies with  that  corporation  was  long  and  persistently 
denied. 

Thus  reaching  the  end  of  the  second  period  and  coming 
to  the  time  of  the  bringing  of  the  suit,  brevity  prevents 
us  from  stopping  to  portray  the  difference  between  the  con- 
dition in  1890  when  the  (old)  American  Tobacco  Com 
pany  was  organized  by  the  consolidation  of  five  competing 
cigs^ette  concerns  and  that  which  existed  at  the  commence- 
ment of  the  suit.  That  situaticm  and  the  vast  power  which 
the  principal  and  accessory  oorpwate  defendants  and  the 
small  number  of  individuals  who  own  a  majority  of  the 
common  shock  of  the  new  American  Tobacco  Company  exert 
over  the  marketing  of  tobacco  as  a  raw  product,  its  manu- 
facture, its  marketing  when  manufactured,  and  its  OMise- 
quent  movement  in  the  channels  of  interstate  commerce  in- 
deed relatively  over  foreign  commerce,  and  the  commerce 
of  the  whole  world,  in  the  raw  and  manufactured  products 
stand  out  in  such  bold  relief  from  the  undisputed  facts 
whidi  have  been  stated  as  to  lead  us  to  pass  at  once  to  the 
8e(X>nd  fundamental  proposition  which  we  are  required  to 
oonsider.  That  is,  the  construction  of  the  Anti-IVust  Act 
and  the  application  of  the  act  as  rightly  construed  to  the 
situation  as  proven  in  consequence  of  having  determined  the 
ultimate  and  final  inferences  properly  dedudble  from  the 
undisputed  facts  which  we  have  stated. 
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The  construction  cmd  application  of  the  Anti-Truet  Act: 
If  the  Anti-Trust  Act  is  applicable  to  the  entire  sitaation 
here  presented  and  is  adequate  to  afford  complete  relief  for 
the  evils  which  the  United  States  insists  that  situati<m  pre- 
sents it  can  only  be  because  that  law  will  be  given  a  [176] 
more  comprehensiye  application  than  has  been  affixed  to  it 
in  any  previous  decision.  This  will  be  the  case  because  the 
undisputed  facts  as  we  have  stated  them  involve  questicms 
as  to  the  operation  of  the  Anti-Trust  Act  not  hitherto  pre- 
sented in  any  case.  Thus,  even  if  the  ownership  of  stock  by 
the  American  Tobacco  Company  in  the  accessory  and  sub- 
sidiary companies  and  the  ownership  of  stock  in  any  of  those 
companies  among  themselves  were  held,  as  was  decided  in 
United  States  v.  Standard  OH  Oo.^  to  be  a  violation  of  the 
act  and  all  relations  resulting  from  such  stock  ownership 
were  therefore  set  aside,  the  question  would  yet  remain 
whether  the  principal  defendant,  the  American  Tobacco 
Company,  and  the  five  accessory  defendants,  even  when 
divested  of  their  stock  ownership  in  other  corporations,  by 
virtue  of  the  power  which  they  would  continue  to  possess, 
even  although  thus  stripped,  would  amount  to  a  violation  of 
both  the  first  and  second  sections  of  the  act.  Again,  if  it 
were  held  that  the  corporations,  the  existence  whereof  was 
due  to  a  combination  between  such  companies  and  other 
companies  was  a  violation  of  the  act,  the  question  would 
remain  whether  sudi  of  the  companies  as  did  not  owe  their 
existence  and  power  to  combinations  but  whose  power  alone 
arose  from  the  exercise  of  the  right  to  acquire'  and  own  prop- 
erty would  be  amenable  to  the  prohibitions  of  the  act.  Yet 
further:  Even  if  this  proposition  was  held  in  the  affirmative 
the  question  would  remain  whether  the  principal  defendant, 
the  American  Tobacco  Company,  when  stripped  of  its  stodc 
ownership,  would  be  in  and  of  itself  within  the  prohibitions 
of  the  act  although  that  company  was  organized  and  took 
being  before  the  Anti-Trust  Act  was  passed.  Still  further, 
the  question  would  yet  remain  whether  particular  corpora- 
tions which,  when  bereft  of  the  power  which  they  possessed 
as  resulting  from  stock  ownership,  altiiough  they  were  not 
inherently  possessed  of  a  sufficient  residuum  of  power  to 
cause  them  to  be  in  [177]  and  of  themselves  either  a  restraint 
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of  trade  or  a  monopolization  or  an  attempt  to  menopolise, 
diould  nevertheless  be  restrained  because  of  their  intimate 
connection  and  association  with  othw  corporations  found  to 
be  within  the  prohibitions  of  the  act.  The  necessity  of  tielief 
as  to  all  these  aspects,  we  think,  seemed  to  the  Govermneiit 
so  essential,  and  the  difficulty  of  giving  to  the  aot  such  a 
comprehensive  and  coherent  construction  as  would  be  ade- 
quate to  enable  it  to  meet  the  entire  situation,  led  to  what 
appears  to  us  to  be  in  their  essence  a  resort  to  meftods  of 
construction  not  compatible  one  with  the  other.  And  the 
same  apparent  conflict  is  presented  by  the  views  of  the  act 
taken  by  the  defendants  when  their  contentions  are  accu- 
rately tested.  Thus  the  Government,  for  the  purpose  of 
fixing  the  illegal  character  of  the  original  combination  which 
organized  the  old  American  Tobacco  Company,  asserts  that 
the  illegal  character  of  the  combination  is  plainly  shown 
because  the  combination  was  brought  about  to  stay  ttie  prog- 
ress of  a  flagrant  and  ruinous  trade  war.  In  otiber  words, 
the  contention  is  that  as  the  act  forbids  every  contract,  and 
combination,  it  hence  prohibits  a  reasonable  and  just  agree- 
ment made  for  the  purpose  of  ending  a  trade  war.  But  as 
thus  construing  the  act  by  the  rule  of  the  letter  which  kills, 
would  necessarily  operate  to  take  out  of  the  reach  of  the  act 
some  one  of  the  accessory  and  many  subsidiary  corporations, 
the  existence  of  which  depend  not  at  all  upon  combination 
or  agreement  or  contract,  but  upon  mere  purchases  of  prop- 
erty, it  is  insisted  in  many  forms  of  argument  that  the  rale 
of  construction  to  be  applied  must  be  the  spirit  and  intent 
of  the  act  and  therefore  its  prohibitions  must  be  held  to 
extend  to  acts  even  if  not  within  the  literal  torms  of  die 
statute  if  they  are  within  its  spirit  because  done  with  an 
intent  to  bring  about  the  harmful  results  which  it  was  the 
purpose  of  the  statute  to  prohibit  So  as  to  the  defendants. 
While  it  is  argued  on  the  one  hand  that  the  forms  by  which 
various  properties  [178]  were  acquired  in  view  of  ihe>)etter 
of  the  act  exclude  many  of  the  assailed  transactions  from 
condemnation,  it  is  yet  urged  that  giving  to  the  act  the 
broad  construction  which  it  should  rightfully  receive,  what- 
ever may  be  the  form,  no  pondemnationdioiild  follow,  be- 
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eause^  looking  at  the  case  as  a  whole,  every  act  assailed  is 
shown  to  have  been  but  a  legitimate  and  lawful  result  of  the 
exertion  of  honest  business  methods  brought  into  play  for  the 
purpose  of  advancing  trade  instead  of  with  the  object  of 
obstructing  and  restraining  the  same.  But  the  difficulties 
which  arise,  from  the  complexity  of  the  particular  dealings 
which  are  here  involved  and  the  situation  which  they  produce, 
we  think  grows  out  of  a  plain  misconception  of  both  the 
letter  and  spirit  of  the  Anti-Trust  Act  We  say  of  the  letter, 
because  while  seeking  by  a  narrow  rule  of  the  letter  to  in- 
clude things  which  it  is  deemed  would  otherwise  be  excluded, 
the  contention  really  destroys  the  great  purpose  of  the  act, 
since  it  renders  it  impossible  to  apply  the  law  to  a  multitude 
of  wrongful  acts,  which  would  come  within  the  scope  of  its 
remedial  purposes  by  resort  to  a  reasonable  construction, 
although  they  would  not  be  within  its  reach  by  a  too  narrow 
and  unreasonable  adherence  to  the  strict  letter.  This  must 
be  the  case  unless  it  be  possible  in  reason  to  say  that  for  the 
purpose  of  including  one  dass  of  acts  which  would  not  other- 
wise be  embraced  a  literal  construction  although  in  conflict 
with  reason  must  be  applied  and  for  the  purpose  of  including 
other  acts  which  would  not  otherwise  be  embraced  a  rea- 
sonable construction  must  be  resorted  to.  That  is  to  say  two 
conflicting  rules  of  construction  must  at  one  and  the  same 
time  be  applied  and  adhered  to. 

The  obscurity  and  resulting  uncertainty  however,  is  now 
but  an  abstraction  because  it  has  been  removed  by  the  con- 
sideration which  we  have  given  quite  recently  to  the  con- 
stniction  of  the  Anti-Trust  Act  in  the  Standard  Oil  case. 
In  that  case  it  was  held,  without  departing  from  [179J  any 
previous  decision  of  the  court  that  as  the  statute  had  not 
defined  the  words  restraint  of  trade,  it  became  necessary  to 
construe  those  words,  a  duty  which  could  only  be  discharged 
by  a  resort  to  reason.  We  say  the  doctrine  thus  stated  was 
in  accord  with  all  the  previous  decisions  of  this  court,  de- 
spite the  fact  that  the  contrary  view  was  sometimes  erro- 
neously attributed  to  some  of  the  expressions  used  in  two 
pri<H*  decisions  (the  Trans-Missouri  Freight  Association  and 
Joint  Traffic  caaesj  166  U.  S.  280,  and  171  U.  S.  605).    That 
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soeh  view  was  a  mistakon  one  >vas  fully  pointed  out  in  the 
Standard  OH  case  and  is  additionally  shown  by  a  passage 
in  the  opinion  in  the  Joint  Traific  case  as  follows  (171  U.  S 
568) :  ^  The  act  of  Congress  must  have  a  reasonable  oonstruo- 
tion,  or  else  there  would  scarcely  be  an  agreement  or  contract 
among  business  men  that  could  not  be  said  to  have,  indi- 
rectly or  remotely,  scHne  bearing  on  interstate  commerce,  and 
possibly  to  i^strain  if  Applying  the  rule  of  reason  to  the 
construction  of  the  statute,  it  was  held  in  the  Standard  OH 
ease  that  as  the  words  ^^  restraint  of  trade  "  at  common  law 
and  in  the  law  of  this  country  at  the  time  of  the  adoption 
of  the  Anti-Trust  Act  only  embraced  acts  or  contracts  or 
agreements  or  combinations  which  operated  to  the  prejudice' 
of  the  public  interests  by  unduly  restricting  competition  or 
unduly  obstructing  the  due  course  of  trade  or  which,  either 
because  of  their  inherent  nature  or  effect  or  because  of  the 
evident  purpose  of  the  acts,  etc.,  injuriously  restrained  trade, 
that  the  words  as  used  in  the  statute  were  designed  to  have 
and  did  have  but  a  like  significance.  It  was  therefore  pointed 
out  that  the  statute  did  not  forbid  or  restrain  the  power  to 
make  normal  and  usual  contracts  to  further  trade  by  resort- 
ing to  all  normal  methods,  whether  by  agreement  or  oth^- 
wise,  to  accomplish  such  purpose.  In  other  words,  it  was 
held,  not  that  acts  which  the  statute  prohibited  could  be 
removed  from  the  control  of  its  prohibitions  by  a  finding 
[180]  that  they  were  reasonable,  but  that  the  duty  to  inter- 
pret which  inevitably  arose  from  the  general  character  of 
the  term  restraint  of  trade  required  that  the  words  restraint 
of  trade  should  be  given  a  meaning  which  would  not  destroy 
the  individual  right  to  contract  and  render  difficult  if  not 
impossible  any  movement  of  trade  in  the  channels  of  inter- 
state commerce — ^the  free  movement  of  which  it  was  the  pur- 
pose of  the  statute  to  protect  The  soundness  of  the  rule 
that  the  statute  should  receive  a  reasonable  construction, 
after  further  mature  deliberation,  we  see  no  reason  to  doubt. 
Indeed,  the  necessity  for  not  departing  in  this  case  from  the 
standard  of  the  rule  of  reason  which  is  universal  in  its  ap- 
plication is  so  plainly  required  in  order  to  give  effect  to  the 
remedial  purposes  which  the  act  under  consideration  con- 
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templates,  and  to  prevent  that  act  from  destn^ing  all  lib- 
erty of  oontract  and  all  substantial  right  to  trade,  and  thus 
causing  the  act  to  be  at  war  with  itself  by  annihilating  die 
fundamental  right  of  freedom  to  trade  which,  on  the  very 
face  of  the  act,  it  was  enacted  to  preserve,  is  illustrated  by 
the  record  before  us.  In  truth,  the  plain  demonstration 
which  this  record  gives  of  the  injury  which  would  arise  from 
and  the  promotion  of  the  wrongs  which  the  s&tute  was  in- 
tended to  guard  against  which  would  result  from  giving  to 
the  statute  a  narrow,  imreasoning  and  unheard  of  construc- 
tion, as  illustrated  by  the  record  before  us,  if  possible  serve? 
to  strengthen  our  conviction  as  to  the  correctness  of  the  rule 
of  constructicm,  the  rule  of  reason,  which  was  applied  in  the 
Standard  Oil  case^  the  application  of  which  rule  to  the  stat- 
ute we  now,  in  titie  most  unequivocal  terras,  reexpress  and 
reaffirm. 

Coming  then  to  apply  to  tihe  case  before  us  the  act  as  in- 
terpreted in  the  Standard  Oil  and  previous  cases,  all  the 
difficulties  suggested  by  the  mere  form  in  which  the  assailed 
transactions  are  clothed  become  of  no  moment  This  fol- 
lows because  although  it  was  held  in  the  Standard  [181]  OH 
case  that,  giving  to  the  statute  a  reasonable  construction, 
the  words  ^'restraint  of  trade"  did  not  embrace  all  those 
normal  and  usual  contracts  essential  to  individual  freedom 
and  the  right  to  make  which  were  necessary  in  order  that 
the  course  of  Irade  might  be  free,  yet,  as  a  result  of  the  rea- 
sonable construction  which  was  affixed  to  the  statute,  it  was 
pointed  out  that  the  generic  designation  of  the  first  and 
second  sections  of  the  law,  when  taken  together,  embraced 
every  conceivable  act  which  could  possibly  come  within  the 
spirit  or  purpose  of  the  prohibitions  of  the  law,  without 
regard  to  the  garb  in  which  such  acts  were  clothed.  That  is 
to  say,  it  was  held  that  in  view  of  the  general  language  of 
the  statute  and  the  public  policjr  which  it  manifested,  there 
was  no  possibility  of  frustrating  that  policy  by  resorting  to 
any  disguise  or  subterfuge  of  form,  since  resort  to  reason 
rendered  it  impossible  to  escape  by  any  indirection  the  pro- 
hibitions of  the  statute. 
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Ccniflidfiriiig  then  ttie  imdiq>iited  faotB  whidi  we  haTB  pin* 
▼ioosly  stated,  it  remains  only  to  determine  whether  they 
establish  that  the  acts,  ocmtracts,  agreements,  combiaatioiis, 
etc,  which  were  assailed  were  of  such  an  unnsaal  and  wrong- 
ful character  as  to  bring  them  within  tiie  prc^ibitions  of  the 
law.  That  they  were,  in  our  opinion,  so  overwhelmingly  re- 
sults from  the  undisputed  facts  that  it  seems  only  necessary 
to  refer  to  the  facts  as  we  have  stated  them  to  demonstrate 
the  correctness  of  this  conclusion.  Indeed,  the  history  of  the 
combination  is  so  r^lete  with  the  doing  of  jiets  which  it  was 
the  obvious  purpose  of  the  statute  to  forbid,  so  demonstrative 
of  the  imstenee  from  the  beginning  of  a  purpose  to  aioquire 
dominion  and  control  of  the  tobacco  trade,  not  by  the  mere 
eKerticm  of  the  ordinary  right  to  contract  «nd  to  trade,  but 
by  methods  devised  in  cirder  to  monopolize  the  trade  by  driv- 
ing competitors  out  of  busiiMss,  which  wepe  ruthlessly  car- 
ried out  upon  the  aesomption  that  to  work  upon  [183]  the 
fears  or  play  upon  ih»  cupidity  of  competitors  would  make 
success  possible.  We  say  these  conclusione  are  inevitable,  not 
because  of  the  vast  amount  of  property  aggregated  by  tiie 
combination,  not  because  alone  of  the  muiy  corporations 
which  the  proof  shows  were  imited  by  resort  to  one  device  or 
another.  Again,  not  alone  because  of  the  dominion  and  con- 
trol over  the  tobacco  trade  whidi  actuaUy  exists,  but  because 
we  think  the  conclusion  of  wrongful  purpose  and  illegal  com- 
bination is  overwhelmingly  established  by  the  following 
considerations: 

(a)  By  the  fact  that  the  very  first  organization  or  combi- 
nation was  impelled  by  a  previously  existing  fierce  trade  war, 
evidently  inspired  by  one  or  more  of  the  minds  which  brought 
about  and  became  parties  to  that  combination. 

(b)  Beeause,  immediately  after  that  combination  and  the 
increase  of  capital  which  followed,  the  acts  which  ensued 
justify  the  inference  that  the  intention  existed  to  use  the 
power  of  the  combination  as  a  vantage  ground  to  further 
monopolise  the  trade  in  tobacco  by  means  of  trade  ccmflicts 
designed  to  injure  others,  either  by  driving  competitors  out 
of  the  business  or  compelling  them  to  become  parties  to  a 
e(KBbinataen — a  purpose  whose  execat£on  was  illustrated  by 
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the  plug  war  which  ensued  and  its  results,  by  the  snuff  war 
which  followed  and  its  results,  and  by  the  conflict  which  im- 
mediately followed  the  entry  of  the  combination  in  England 
and  the  division  of  the  world's  business  by  the  two  foreign 
contracts  which  ensued. 

(o)  By  the  ever-present  manifestation  whidi  is  exhibited 
of  a  conscious  wrong-doing  by  the  firm  in  which  the  various 
transactions  were  embodied  from  the  beginning,  ever  diang- 
ing  but  ever  in  substance  the  same.  Now  the  organization 
of  a  new  ccxnpany,  now  the  control  exerted  by  the  taking  of 
stock  in  one  or  another  or  in  several,  so  as  to  obscure  the  re- 
sult actually  attained,  nevertheless  uniform,  in  their  mani- 
festations of  the  purpose  to  restrain  others  and  to  monopdiize 
and  retain  power  in  the  hands  of  the  [188]  few  who,  it 
would  seem,  from  the  beginning  contemplated  the  mastery  of 
the  trade  which  practically  followed. 

(d)  By  the  gradual  absorption  of  control  over  all  the  ele- 
ments essential  to  the  successful  manufacture  of  tobacco 
products,  and  placing  such  control  in  the  hands  of  seemingly 
independent  corporations  serving  as  perpetual  barriers  to 
the  entry  of  others  into  the  tobacco  trade. 

(e)  By  persistent  expenditure  of  millions  upon  millions 
of  dollars  in  buying  out  plants,  not  for  the  purpose  of 
utilizing  them,  but  in  order  to  close  them  up  and  render  them 
useless  for  the  purposes  of  trade. 

(/)  By  the  constantly  recurring  stipulations,  whose  legal- 
ity, isolatedly  viewed,  we  are  not  considering,  by  which  num- 
bers of  persons,  whether  manufacturers,  stockholders  or 
employees,  were  required  to  bind  themselves,  generally  for 
long  periods,  not  to  compete  in  the  future.  Indeed,  when 
the  results  of  the  undisputed  proof  whidi  we  have  stated  are 
fully  apprehended,  and  the  wrongful  acts  which  they  exhibit 
are  considered,  there  comes  inevitably  to  the  mind  the  con- 
viction that  it  was  the  danger  which  it  was  deemed  would 
arise  to  individual  liberty  and  the  public  well-being  from 
acts  like  those  which  this  record  exhibits,  which  led  the 
legislative  mind  to  conceive  and  to  enact  the  Anti-Trust  Act, 
considerations  whidi  also  serve  to  clearly  demonstrate  that 
the  combination  here  assailed  is  within  the  law  as  to  leave  no 
doubt  that  it  is  our  plain  du<7  to  apply  its  pn^bitiona. 
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In  stating  snnmiErily,  as  we  have  done,  the  oondnsions 
i^ich,  in  oar  opinion,  are  plainly  deducible  from  the  undis- 
puted facts,  we  have  not  paused  to  give  the  reasons  why  we 
consider,  after  great  consideration,  that  the  elaborate  argu- 
ments advanced  to  affix  a  difP^^nt  complexion  to  the  case 
are  wholly  devoid  of  merit  We  do  not,  for  the  sake  of 
brevity,  moreover,  stop  to  examine  and  discuss  the  various 
propositions  uiged  in  the  argument  at  bar  for  the  purpose 
of  demonstrating  that  the  subject-matter  of  the  combination 
which  we  find  to  exist  and  the  [184]  combination  itself  are 
not  within  the  scope  of  the  Anti-Trust  Act  because  when 
ri|^tly  considered  tiiey  are  merely  mattars  of  intrastate  com- 
merce and  therefore  subject  alone  to  state  control.  We  have 
done  this  because  the  want  of  merit  in  all  the  arguments 
advanAd  on  such  subjects  is  so  completely  established  by 
the  prior  decisions  of  this  court,  as  pointed  out  in  the 
Standard  Oil  oase,  as  not  to  require  restatement. 

Leading  as  this  does  to  the  conclusion  that  the  assailed 
combination  in  all  its  aspects — ^that  is  to  say,  whether  it  be 
looked  at  fr<Mn  the  point  of  view  of  stock  ownership  or  from 
the  standpoint  of  the  principal  corporation  and  the  accessory 
or  subsidiary  corporations  viewed  independently,  including 
the  foreign  corporations  in  so  far  as  by  the  contracts  made 
l^  them  they  became  cooperators  in  the  combination — comes 
within  the  prohibitions  of  the  first  and  second  sections  of  the 
Anti-Trust  Act,  it  remains  only  finally  to  consider  the  rem- 
edy whidi  it  is  our  duty  to  apply  to  the  situation  thus  found 
to  exist. 

The  remedy: 

Our  conclusion  being  that  the  combination  as  a  whole,  in- 
volving all  its  cooperating  or  associated  parts,  in  whatever 
form  clothed,  constitutes  a  restraint  of  trade  within  the  first 
section,  and  an  attempt  to  monopolize  or  a  monopolization 
within  the  second  section  of  the  Anti-Trust  Act,  it  follows 
that  the  relief  which  we  are  to  afford  must  be  wider  than 
that  awarded  by  the  lower  court,  since  that  court  merely 
decided  that  certain  of  the  corpwate  defendants  constituted 
combinations  in  violati<m  of  the  first  section  of  the  act,  be- 
cause of  the  fact  that  they  were  formed  by  the  union  of 
previoady  ocMnpeituig  ocHioenis  and  that  the  other  defend- 
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ftnts  not  dismisBed  from  the  action  wem  partm  to  siiGh  ocftn- 
binations  or  promoted  their  purposes.  We  henoe,  in  deter* 
mining  the  relief  proper  to  be  giveii)  may  not  model  ooi! 
action  upon  that  granted  by  the  oourt  below,  but  in  order  to 
enable  us.  to  [185]  award  relief  coterminous  with  the  ulti- 
mate redress  of  the  wrongs  which  we  find  to  exist,  we  must 
approach  the  subject  of  relief  frcHn  an  original  point  of  viem. 
I^ch  subject  necessarily  takes  a  two-fold  a^>eet — ^the  diarao- 
ter  of  the  permanent  relief  required  and  the  nature  of  the 
temporary  relief  essential  to  be  applied  paiding  the  working 
out  of  permanent  relief  in  the  event  that  it  be  found  that  it 
is  impossible  under  the  situation  as  it  now  exists  to  at  onoe 
rectify  such  existing  wrongful  condition4  In  considmng 
the  subject  from  both  of  these  aspects  three  dominant  ini> 
fiuences  must  guide  our  action:  (1)  The  duty  of  giving  ooili* 
plete  and  efficacious  effect  to  the  prohibitions  of  the  statute; 
(2)  the  accomplishing  of  this  result  with  as  little  injury  as 
possible  to  the  interest  of  the  general  public;  and  (3)  aproper 
regard  for  the  vast  interests  of  private  property  which  may 
have  become  vested  in  many  persons  as  a  result  of  the  acqui- 
sition either  by  way  of  stock  ownership  or  otherwise  of 
interests  in  the  stock  or  securities  of  the  combination  without 
any  guilty  knowledge  or  intent  in  any  way  to  become  actors 
or  participants  in  the  wrongs  which  we  find  to  have  ini^ired 
and  dominated  the  combination  from  the  beginning.  Mind- 
ful of  these  considerations  and  to  clear  the  way  for  their 
applicaticm  we  say  at  the  outset  without  stopping  to  amplify 
the  reasons  which  lead  us  to  that  conclusion,  we  think  that 
tiie  court  below  clearly  erred  in  dismissing  the  individual 
defendants,  the  United  Cigar  Storee  Company,  and  the  for- 
eign corporations  and  their  subsidiary  corporations* 

Looking  at  the  situation  as  we  have  hitherto  pointed  it 
out,  it  involves  difficulties  in  the  application  of  remedies 
greater  than  have  been  presented  by  any  case  involving  the 
Anti-Trust  Act  which  has  been  hitherto  considered  by  this 
court: 

First.  Because  in  this  case  it  is  obvious  that  a  mere  decree 
f<Hi>idding  stock  ownerdiip  by  one  part  of  the  combinatkm 
in  another  part  or  entity  ttoanof ;  would  afford  no  adequate 
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meafioiB  of  relief,  einoe  different  [186]  ingiedieiitK  of  tb» 
combixiation  would  remain  unaffected,  and  by  the  very  na.- 
ture  and  character  of  their  organization  would  be  able  to 
continue  the  wrongful  situation  which  it  is  our  duty  to 
destrcj^ 

Second*  Because  the  methods  of  apparent  ownership  by 
which  the  wrongful  intent  was,  in  part,  carried  out  and  the 
subtle  devices  which,  as  we  have  seen,  were  resorted  to  for  the. 
purpose  of  accomplishing  the  wrong  contemplated,  by  way 
of  ownership  or  otherwise,  are  of  such  a  character  that  it  is 
difficult  if  not  imi>oaBible  to  formulate  a  remedy  which  could 
restoi:e  in  their  entirety  the  prior  lawful  conditions. 

Third.  Because  the  methods  devised  by  which  the  various' 
essential  elements  to  the  successful  operation  of  the  tobacco 
businc^  from  any  particular  aspect  have  been  so  separated 
under  various  subordinate  combinations,  yet  so  united  by 
way  of  the  control  worked  out  by  the  scheme  herecond^xmed^ 
are  so  iavolrved  that  any  specific  form  of  relief  which  we- 
might  now  order  in  substance  and  effect  might  operate  really^ 
to  injure  the  public  and,  it  may  be,  to  perpetuate  the  wrong. 
Doubtless  it  was  the  presence  of  these  difficulties  which, 
caused  the  United  States,  in  its  prayer  for  relief  to  tenia* 
timely  suggest  rather  than  to  ^edfically  demand  definite 
aaid  precise  remedies.  We  might  at  once  resort  to  one  or  the 
other  of  two  general  remedies — (a)  tibe  allowance  of  a^  per* 
manent  injunction  restraining  the  combination  as  a  univer- 
sality and  all  the  individuals  and  corporations  which  form  a* 
part  of  or  cooperate  in  it  in  any  manner  or  fonn  from  con- 
tinuing to  engage  in  interstate  commerce  until  the  illegal  sit- 
uatioii  be  cured,  a  measure  of  relief  which  would'  accord  in 
subfltantial  effect  with  that  awarded  below  to  Uie  extent  that 
the  court  found  illegal  combinations  to  exist ;  or  (&)  to  direct 
the  appoiutment  of  a  receiver  to  take  charge  of  the  assets 
and  property  in  this  country  of  the  combinatibn  in  all  its 
ramifications  for  the  purpose  of  preventing  a  continued  vio- 
lation of  the  law,  and  thus  working  out  by  a  sale  of  the 
[187]  property  of  the  combination  or  otherwise,  a  condition' 
of  ihinge  which  would  not  be  repugnant  to  the  prohibitons 
of  tixe  act    But,  having  regard  to  the  principles  which  we 
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have  said  must  control  our  action,  we  do  not  think  we  can 
now  direct  the  immediate  application  of  either  of  these  rem- 
edies. We  so  consider  as  to  the  first  because  in  view  of  the 
extent  of  the  combination,  the  vast  field  which  it  covers,  the 
all-embracing  character  of  its  activities  concerning  tobacco 
and  its  products,  to  at  once  stay  the  movement  in  interstate 
commerce  of  the  products  which  the  combination  or  its  co- 
operating forces  produce  or  control  might  inflict  infinite  in- 
jury upon  the  public  by  leading  to  a  stoppage  of  supply  and 
a  great  enhancement  of  prices.  The  second  because  the  ex- 
tensive power  which  would  result  from  at  once  resorting  to  a 
receivership  might  not  only  do  grievous  injury  to  the  public, 
but  also  cause  widespread  and  perhaps  irreparable  loss  to 
many  innocent  people.  Under  these  circumstances,  taking 
into  mind  the  complexity  of  the  situation  in  all  of  its  aspects 
and  giving  weight  to  the  many-sided  considerations  which 
must  control  our  judgment,  we  think,  so  far  as  the  perma- 
nent relief  to  be  awarded  is  concerned,  we  should  decree  as 
follows: 

1st.  That  the  combination  in  and  of  itself,  as  well  as 
each  and  all  of  the  elements  composing  it,  whether  cor- 
porate <wr  individual,  whether  considered  collectively  or  sep- 
arately, be  decreed  to  be  in  restraint  of  trade  and  an  attempt 
to  monopolize  and  a  monopolization  within  the  first  and 
second  sections  of  the  Anti-Trust  Act. 

2d.  That  the  court  below,  in  order  to  give  effective  force 
to  our  decree  in  this  regard,  be  directed  to  hear  the 
parties,  by  evidence  or  otherwise,  as  it  may  be  deemed 
proper,  for  the  purpose  of  ascertaining  and  determining 
upon  some  plan  or  method  of  dissolving  the  combination 
and  of  re-creating,  out  of  the  elements  now  composing  it,  a 
new  ccmdition  which  shall  be  honestly  in  harmony  with  and 
not  repugnant  to  the  law. 

Sd.  That  for  the  accomplish[1881ment  of  these  pur- 
poses, taking  into  view  the  difficulty  of  the  situation,  a  period 
of  six  months  is  allowed  from  the  receipt  of  our  mandate, 
with  leave,  however,  in  the  event,  in  the  judgment  of  the 
court  below,  the  necessities  of  the  situation  recpiire,  to  ex- 
tend sack  period  to  a  further  time  not  to  exceed  six^  days. 
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4Xb.  That  in  th«  event,  before  the  expinttion  of  the 
period  thus  fixed,  a  oondition  of  disintegration  in  harmony 
with  the  law  is  not  brought  about,  either  as  the  consequence 
of  the  action  of  the  court  in  determining  an  issue  on  tide 
subject  or  in  accepting  a  plan  agreed  upon,  it  shall  be  the 
duty  of  the  court,  either  by  way  of  an  injunction  restraining 
the  moTement  of  the  products  of  the  combination  in  the 
diamiels  of  interstate  or  foreign  commerce  or  by  tihe  ap- 
pointment of  a  receiver,  to  give  effect  to  the  requirements  of 
the  statute. 

Pending  the  bringing  about  6f  the  result  just  stated,  each 
and  all  of  the  defendants,  individuals  as  well  as  corporations, 
should  be  restrained  from  doing  any  act  which  might  further 
extend  or  enlarge  the  power  of  the  combinati<Mi,  by  any 
means  or  device  whatsoever.  In  view  of  the  o(Hisiderati<ms 
we  have  stated  we  leave  the  matter  to  the  court  below  to 
work  out  a  cQnq>liance  with  the  law  witliout  unnecessary 
injury  to  the  public  or  the  rights  of  private  property. 

While  in  many  substantial  respects  our  conclusion  is  in 
accord  with  that  reached  by  the  court  below,  and  while  also 
the  relief  which  we  think  should  be  awarded  in  some  respects 
is  coincident  with  that  whidi  the  court  granted,  in  order  to 
prevent  siny  complication  and  to  clearly  define  the  situation 
we  think  instead  of  affirming  and  modifying,  our  decree,  in 
view  of  the  broad  nature  of  our  conclusions,  should  be  one  of 
reversal  and  remanding  with  directions  to  the  court  below 
to  enter  a  decree  in  conformity  with  this  opinion  and  to  take 
such  further  steps  as  may  be  necessary  to  fully  carry  out  the 
directions  wliich  we  have  given. 

And  it  is  so  ordered. 

[189]  Mr.  Justice  Haklan  concurring  in  part  and  dissent- 
ing in  part 

I  concur  with  many  things  said  in  the  opinion  just  deliv- 
ered for  the  court,  but  it  contains  some  observations  from 
which  I  am  compelled  to  withhold  ray  assent. 

I  agree  most  thoroughly  with  the  court  in  holding  that  the 
principal  defendant,  the  American  Tobacco  Company  and  its 
accessory  and  subsidiary  corporations  and  companies,  iil- 
95825**--voL  4—17 16 
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duding  the  defendant  English  corporations,  constitute  a 
combination  which,  ^'in  and  of  itself,  as  well  as  each  and 
all  of  the  elements  composing  it,  whether  corporate  or  indi- 
vidual, whether  considered  collectively  or  separately,"  is 
illegal  under  the  Anti-Trust  Act  of  1890,  and  should  be  de- 
creed to  be  in  restraint  of  interstate  trade  and  an  attempt  to 
monopolize  and  a  monopolization  of  part  of  such  trade. 

The  evidence  in  the  record  is,  I  think,  abundant  to  enable 
the  court. to  render  a  decree  containing  all  necessary  details 
for  the  suppression  of  the  evils  of  the  combination  in  ques- 
tion. But  the  case  is  sent  back,  with  direetums  further  to 
hear  the  parties,  by  evidence  or  otherwise,  ^  for  the  purpose 
of  ascertaining  and  determining  upon  some  plan  or  method 
of  dissolving  the  combination,  and  of  recreating  out  of  the 
elements  now  composing  it,  a  new  condition "  which  shall 
not  be  repugnant  to  law.  The  court,  in  its  opinion,  says  of 
the  present  combination,  that  its  illegal  purposes  are  over- 
whelmingly established  by  many  facts,  among  others, 

''by  the  ever-present  manifeetatio]!  wblch  is  exhibited  of  a  conscious 
vmmg-doing  by  the  form  in  which  the  yarioua  transactions  were  em- 
bodied from  the  beginning,  ever  changing,  but  ever  in  substance  the 
same.  Now  the  organization  of  a  new  company,  now  the  control  exerted 
by  the  taking  of  stock  in  one  or  another,  or  in  several,  so  as  to  ob- 
scure the  result  actuaUy  attained^  nevertheless  uniform  in  their  mani- 
festations of  the  purpose  to  restrain  [190]  others,  and  to  monopolize 
and  retain  power  in  the  hands  of  the  few,  who,  it  would  seem,  from 
the  beginning  contemplated  the  mastery  of  the  trade  which  practi- 
cally followed.  By  the  gradual  absorpti<Mi  of  control  over  aU  the 
elen^ents  essential  to  the  successful  manufacture  of  tobacco  products 
and  placing  such  control  in  the  hands  of  seemingly  independent  cor- 
porations serving  as  perpetual  barriers  to  the  entry  of  others  into 
the  tobacco  trade." 

The  court  further  says  of  this  combination  and  monopoly : 

**  The  history  of  the  combination  is  so  replete  with  the  doing  of  acts 
which  it  was  the  obvious  purpose  of  the  statute  to  forbid,  so  demon- 
strative of  the  ezlBtenoe,  from  the  beginning,  of  a  purpose  to  acquire 
dominion  and  control  of  the  tobacco  trade,  not  by  the  mere  exertion 
of  the  ordinary  right  to  contract  aud  to  trade,  but  by  methods  devised 
to  monopolise  the  trade,  by  driving  competitors  out  of  business,  which 
were  ruthlessly  carried  out,  upon  the  assumption  that  to  work  upon 
the  fears  or  plaj  upon  the  cupidity  of  oompetiton  would  make  success 
pMibla" 
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Bui  it  seems  that  the  ooune  I  have. suggested  is  not  to  be 
puissued.  The  case  is  to  go  back  to  the  Circuit  Court  in 
order  that  out  of  the  elements  of  the  old  combination  a  new 
condition  may  be  '^  re-created  "  that  will  not  be  in  violation 
ol  the  law.  I  confess  my  inability  to  find,  in  the  history  of 
this  combination,  anythUig  to  justify  the  wish  that  a  new 
condition  should  be  ''  re-created  "  out  of  the  mischievous  ele- 
ments that  compose  the  present  combination,  which,  together 
with  its  ccHnponent  parts,  have,  without  ceasing,  pursued  the 
vicious  methods  pointed  out  by  the  court  If  the  proof  be- 
fore us — as  it  undoubtedly  does — warrants  the  diaracteriza- 
tion  whidi  the  court  has  made  of  this  monster  combination, 
why  cannot  all  necessary  directions  be  now  given  as  to  the 
terms  of  the  decree?  In  my  judgment,  there  is  enough  in 
the  record  to  enable  this  court  to  formulate  specific  directions 
as  to  what  the  decree  should  contain.  Such  directions  would 
f  191]  not  only  end  this  litigation,  but  would  serve  to  pro- 
tect tiie  public  against  any  more  conscious  wrong-doing  by 
those  ifho  have  persistently  and  ^'ruthlessly,"  to  use  this 
court's  language,  pursued  illegal  methods  to  defeat  the  act  of 
Congress. 

I  will  not  say  what,  in  my  opinion,  should  be  the  form  of  . 
the  decree,  nor  speculate  as  to  what  the  details  ought  to  be. 
It  will  be  time  enough  to  speak  on  that  subject  when  we  have 
the  decree  before  us.  I  will,  however,  say  now  that  in  my 
opinion  the  decree  below  should  be  affirmed  as  to  the  Tobacco 
ccmtpany  and  its  accessory  and  subsidiary  companies,  and  re- 
versed on  the  cross  appeal  of  the  Government. 

But  my  objections  have  also  reference  to  those  parts  of 
the  court's  opinion  reaffirming  what  it  said  recently  in  the 
Standard  OU  case  about  the  former  decisions  of  this  court 
touching  the  Anti-Trust  Act.  We  are  again  reminded,  as 
we  were  in  the  Standard  OU  caee^  of  the  necessity  of  apply- 
ing the  *'  rule  of  reason  "  in  the  construction  of  this  act  of 
Congress — an  act  expressed,  as  I  think,  in  language  so  clear 
and  simple  that  there  is  no  room  whatever  for  construction. 

Congress,  with  full  and  exclusive  power  over  the  whole 
subject,  has  signified  its  purpose  to  forbid  every  restraint  of 
interstate  trade,  in  whatever  form,  or  to  whatever  extent,  but 
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the  cotrrt  has  aasumed  to  insert  in  the  atot,  by  constnareiion 
merely,  words  which  make  Congress  say  that  it  means  only 
to  prohibit  the  '^  undue  "  r^raint  of  trade. 

If  I  do  not  misapprehend  the  opinion  jvust  delirered,  ihB 
court  insists  that  what  was  said  in  the  opinion  in  the  Stand- 
ard Oil  ease,  was  in  accordance  with  our  previous  dedstons  in 
ihe  TranS'Missotiri  and  Joint  Trcpffic  cases^  166  U.  S«  390, 
171  TJ.  S.  505,  if  we  resort  to  reason.  This  statement  sur- 
prises me  quite  as  mudii  as  would  a  statement  that  bladk  was 
white  or  white  was  black.  It  is  scarcely  jast  to  the  majoortty 
in  those  two  eases  for  the  [19S]  court  at  this  late  day  to  -say 
or  to  intimate  that  they  interpreted  the  aot  of  Ocmgrefis  wi4h- 
o\]t  regard  to  the  '^  rule  of  reason,"  or  to  assume,  «8  the  court 
now  does,  that  the  act  was,  for  the  first  time  in  the  Standard 
OH  case^  interpreted  in  the  ^  light  of  reasbn."  One  diing  is 
certain,  ^^  rule  of  reason,"  to  which  the  court  refers,  does  noC 
justify  the  perversion  of  the  plain  words  of  an  act  in  otde^ 
to  defeat  the  will  of  Congress. 

By  every  conceivable  form  of  expression,  the' majority,  in 
the  Trans-Missouri  and  Joint  Tra;fjic  caees^  adjudged  that 
the  act  of  Congress  did  not  allow  restraint  of  interstate  trade 
to  any  extent  or  in  any  form,  and  three  times  it  expressly 
rejected  the  theory,  which  had  been  persistently  advanced, 
that  the  act  should  be  construed  as  if  it  had  in  it  the  Word 
"  unreasonable  "  or  "  undue,"  But  now  the  court,  in  accord- 
ance with  what  it  denominates  the  ''  rule  of  reason,"  in  effect 
inserts  in  the  act  the  word  ^'  undue,"  which  means  the  same 
as  '^  unreasonable,"  and  thereby  makes  Congress  say  what  it 
did  not  say,  what,  as  I  think,  it  plainly  did  not  intend  to  say 
and  what,  since  the  passage  of  the  act,  it  has  explicitly  re- 
fused to  say.  It  has  steadily  refused  to  amend  the  act  so 
as  to  tolerate  a  restraint  of  interstate  commerce  even  where 
such  restraint  could  be  said  to  be  '' reasonable "  or  ''due" 
In  short,  the  court  now,  by  judicial  legislaticm,  in  effect 
amends  an  act  of  Congress  relating  to  a  subject  over  which 
that  department  of  the  Government  has  exclusive  cognuEaHice. 
I  beg  to  say  that,  in  my  judgment,  the  majority,  in  the 
former  cases,  were  guided  by  the  "  rule  of  reason; "  for,  it 
may  be  aasomed  that  thi^  knew  quite  as  w^  id-othen  what 
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tke  rulesi  of  reason  require  when  a  court  seeks  to  ascertain 
the  will  of  Congress  as  expressed  in  a  statute.  It  is  obvious 
from  the  opinions  in  the  former  cases,  that  the  majority  did 
not  grope  about  in  darkness,  but  in  discharging  the  solemn 
duty  put  on  them  they  stood  out  in  the  full  glare  of  the 
^  light  of  reason  ^  and  fdt  aad  said  time  and  again  [198] 
that  the  court  could  not,  consistently  with  the  Constitution, 
and  would  not,  usurp  the  functions  of  Congress  by  indulging  * 
in  judicial  legislation.  They  said  in  express  words,  in  the 
former  cases,  in  response  to  the  earnest  contentions  of  coun- 
sel, that  to  insert  by  construction  the  word  ^^  unreasonable  ^ 
or  ^  undue  ^  in  the  act  of  Congress  would  be  fudicial  legisla- 
Uon.  Let  me  say,  also,  that  as  we  all  agree  that  the  combi- 
nation in  question  was  illegal  under  any  construction  of  the 
Anti-Trust  Act,  there  was  not  the  slightest  necessity  to  enter 
upon  an  extended  argument  to  show  that  the  act  of  Congress 
was  to  be  read  as  if  it  contained  the  word  ^^  unreasonable  "  or 
^  undue."  All  that  is  said  in  the  court's  opixuon  in  support 
of  that  view  is,  I  say  with  respect,  obiter  dicta^  pure  and 
simple. 

These  views  are  fully  discussed  in  the  dissenting  opinion 
delivered  by  me  in  the  Standard  Oil  case.  I  will  not  repeat 
what  is  therein  stated,  but  it  may  be  well  to  cite  an  additional 
authority.  In  the  Trade-Mark  cases^  100  U.  S.  82,  the  court 
was  asked  to  sustain  the  constitutionality  of  the  statute  there 
involved.  But  the  statute  could  not  have  been  sustained  ex- 
cept by  inserting  in  it  words  not  put  there  by  Congress.  Mr. 
Justice  Miller,  delivering  the  unanimous  judgment  of  the 
court,  said : 

"  If  we  should.  In  the  case  before  uB|  undertake  to  make  by  judUsM 
ixmttruction  a  law  which  CJongress  did  not  make,  it  is  quite  probable 
we  should  do  what,  if  the  matter  were  now  before  that  body,  it  would 
be  unwilling  to  do.** 

This  language  was  cited  with  approval  in  Employers*  Lia- 
hUity  cases^  207  U.  S.  463, 602.  I  refer  to  my  dissenting  opin- 
ion in  the  Standard  Oil  case^  ante^  p.  82,  as  containing  a  full 
statement  of  my  views  of  this  pairtioular  question. 

For  the  reasons  stated,  I  concur  in  part  with  the  court's 
opinion  and  dissent  in  part 
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United  States  of  Ahebiga  vs.  The  AMmiCAK  Tobaocx) 

COKPANY  BT  AL. 

(In  the  Circuit  Court  of  the  United  States  for  the  Southern 
District  of  New  York.) 

FINAIi   BBGBXB. 

The  following  are  the  injunctive  provisions  of  the  iSnal 
decree  of  the  Circuit  Court,  entered  upon  and  in  pursuance 
of  the  mandate  of  the  Supreme  Court: 

This  court,  having  heard  the  parties  as  directed  by  the 
Supreme  Court  of  the  United  States,  it  is  further  ascertained 
and  determined,  and 

Ordered,  adjudged,  and  decreed  that  said  plan  hereinabove 
set  forth  is  a  plan  or  method  which,  taken  with  the  injunctive 
provisions  hereinafter  set  forth,  will  dissolve  the  combination 
heretofore  adjudged  to  be  illegal  in  this  cause,  and  will  re- 
create out  of  the  elements  now  c<»nposing  it  a  new  conditi(»^. 
whieh  will  be  honestly  in  harmony  with,  and  not  repugnant 
to,  the  law,  and  without  imnecessary  injury  to  the  public  or 
the  rights  of  private  property. 

It  is  further  ordered,  adjudged,  and  decreed  that  the  said 
plan  as  hereinabove  set  forth  be,  and  it  is  hereby,  approved 
by  this  court,  and  the  defendants  herein  are  respectively 
directed  to  proceed  forthwith  to  carry  the  same  into  effect 

The  necessities  of  the  situation  in  the  judgment  of  this 
court  requiring  the  extension  of  the  period  for  carrying  into 
execution  said  plan  to  a  further  time  not  to  exceed  60  days 
from  December  30, 1911. 

It  is  further  ordered,  adjudged  and  decreed  that  the  de- 
fendants be  allowed  until  February  28,  1912,  to  carry  said 
plan  into  execution. 

It  is  further  ordered,  adjudged,  and  decreed  that  the  de- 
fendants, their  officers,  directors^  servants,  agents,  and  em- 
ployees be,  and  they  are  hereby,  severally  enjoined  and 
restrained  as  follows: 

From  continuing  or  carrying  into  further  effect  the  com- 
bination adjudged  illegal  in  this  cause,  and  from  entering 
into  or  forming  any  like  combination  or  con^iracy,  the 
effect  of  which  is  or  will  be  to  restrain  commerce  in  tobacco 
or  its  products  or  in  articles  used  in  connection  with  the 
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mmnofictiire  and  trade  hk  tobaooo  and  its  products,  among 
the  States  or  in  the  Territories  or  with  foreign  nations,  or 
to  prolong  the  unlawful  monopoly  of  such  commerce  obtained 
and  possessed  by  the  defendants,  as  adjudged  herein  in  viola- 
tion of  the  act  of  Congress  approved  July  2, 1890,  either : 

1.  By  causing  the  conveyance  of  the  factories,  plants, 
brands  or  business  of  any  of  the  14  corporations  among 
which  the  properties  and  businesses  now  in  the  combination 
are  to  be  distributed,  to-wit:  The  American  Tobacco  Com- 
pany, Liggett  &  Myers  Tobacco  Company,  P.  Lorillard 
Company,  American  Snuff  Company,  George  W.  Hrime 
Company,  Weyman-Bmton  Ccoapany,  B.  J.  Beynolds  To- 
bacco Company,  British- American  Tobacco  C^npany,  Lim- 
ited, Porto  Bican- American  Tobacco  Company,  MacAndrews 
&  Forbes  Company,  J.  S.  Young  Company,  The  Conley  Foil 
Company,  The  Johnson  Tin  Foil  A  Metal  Company  and 
United  Cigar  Stores  Company,  to  any  other  of  said  corpora- 
tions; by  placing  the  stocks  of  any  <Hie  or  more  of  said  cor- 
porations in  the  hands  of  voting  trustees  or  controlling  the 
voting  power  of  such  stocks  by  any  similar  device;  or 

2.  By  making  any  express  or  implied  agreement  or  ar- 
rangement together  or  one  with  another  like  those  adjudged 
illegal  in  this  cause,  relative  to  the  control  or  management 
of  any  of  said  14  corporations,  or  the  price  or  terms  of  pur- 
chase, or  of  sale,  of  tobacco  or  any  of  its  products,  or  the 
supplies  or  other  products  dealt  with  in  connection  with  the 
tobacco  business,  or  relative  to  the  purchase,  sale  transporta- 
tion or  manufacture  of  tobacco,  or  its  products  or  supplies 
or  other  products  dealt  with  as  aforesaid,  by  any  of  the 
parties  hereto,  which  will  have  a  like  effect  in  restraint  of 
commerce  among  the  States,  in  the  Territories  and  with  for- 
eign nations  to  that  of  the  combination,'  the  operation  of 
which  is  enjoined  in  this  cause ;  or  by  making  any  agreement 
or  arrangement  of  any  kind  with  any  other  of  such  corpora- 
tions under  which  trade  or  business  is  apportioned  between 
sudi  corporations,  in  respect  either  to  customers  or  localities. 

8.  By  any  of  said  14  corporations  retaining  or  emplqving 
the  same  clerical  organization,  or  keeping  the  same  office  or 
offices,  as  any  other  of  said  corporations. 
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4»  By  auy  of  anod  14  oeorporatiOns  robainmg  or  holding 
capital  stock  in  any  other  oorporatlcm  any  part  of  whose 
stock  is  also  retained  and  h^ld  by  any  other  of  said  corpora^ 
tions;  provided,  however,  that  this  prohibition  shall  not  ap- 
ply to  the  holding  by  the  Porto  Bican- American  Tobaceo 
Company  and  American  CSigar  G>mpany  of  stock  in  Porto 
Bican  Leaf  Tdixacco  Company,  nor  shall  it  apply  to  the 
holding  of  stock  of  the  National  Snuff  Company,  Limited,  by 
Weyman-Bruton  Company  and  British^Amerioan  Tobacco 
Company,  Limited. 

&  By  any  of  said  14  corporations  doing  business  directly 
or  indirectly  under  any  oth^  than  its  own  corporate  name  or 
the  name  of  a  subsidiary  corporation  controlled  by  it;  pro- 
vided, however,  that  in  case  of  a  subsidiary  corporation  the 
controlling  corporation  shall  cause  the  products  of  such  sub- 
sidiary corporation  which  are  sold  in  the  United  States  to 
bear  the  name  of  the  manufacturer,  to  bear  also  a  statement 
indicating  the  fact  of  such  control. 

6.  By  any  of  said  14  corporations  refusing  to  sell  to  any 
jobber  any  brand  of  any  tobacco  product  manufactured  by  it 
except  upon  condition  that  such  jobber  shall  purchase  from 
the  vendor  some  other  brand  or  product  also  manufactured 
and  sold  by  it;  provided,  however,  that  this  prohibition  s^all 
not  be  construed  to  apply  to  what  are  known  as  ^'  combination 
orders  '^  under  which  some  brand  or  product  may  be  offered 
to  a  jobber  or  dealer  at  a  reduced  price  on  condition  that  he 
purchase  a  given  quantity  of  some  other  brand  or  product 

It  is  further  ordered,  adjudged  and  decreed  that  during 
a  period  of  five  years  from  the  date  hereof,  each  of  said 
14  corporations  hereinbefore  named,  its  officers,  directors, 
agents,  servants  and  employees,  are  hereby  enjoined  and 
restrained  as  follows : 

1.  None  of  the  said  14  corporations  shall  have  any  officer 
or  director  who  is  also  an  officer  or  director  in  any  other  of 
said  corporations. 

2.  None  of  said  14  corporations  shall  retain  or  employ  the 
same  agent  or  agents  for  the  purchase  in  the  United  States 
of  tobacco  leaf  or  other  raw  material,  or  for  the  sale  in  the 
United  States  of  tobacco  or  other  pioducte,  as  that  of  any 
other  of  said  corporations. 
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ft.  NiMie  of  said  14  corpontioiis  shall  dipectly  or  incHreoflj 
aoqaifa  any  fltixdc  in  any  other  of  said  eorporattons,  <Hr  pur* 
chase  or  acqnirs  uiy  of  the  factories,  plants,  brands  or  basi- 
nesB  of  any  other  of  said  corporations,  or  mi^  loans  or 
otherwise  ezteml  financial  aid  to  any  other  of  said  corpo- 
rations. 

Hie  proTisions  ol  this  decree  shall  api^y  only  to  trade  and 
commerce  in  or  between  the  ss^fseral  States  and  Temtmea 
and  the  District  of  Colombia,  and  trade  and  commerce 
between  the  United  States  and  foreign  nationa 

It  is  farther  ordered,  adjudged  and  decreed  that  British* 
American  Tobacco  Company,  Ldmited,  and  The  Imperial 
Tobacco  Company  (of  Great  Britain  and  Ireland),  Lim- 
ited, shall  not  act  as  agent  for  each  other,  nor  employ  a 
coBinion  agent,  for  the  purchase  of  leaf  tobacco  in  the  United 
States,  and  neither  of  said  two  companies  shidl  unite  with 
any  of  the  said  14  corporations  among  which  the  properties 
and  businesses  now  in  the  c<»nbination  are  to  be  distributed, 
in  tile  employment  of  a  commcm  agent  for  the  purchase  of 
tobacco  leaf  in  the  United  Statea 

It  is  further  ordered,  adjudged  and  decreed  that  each 
of  the  29  individoal  defendants  in  this  suit  be  enjoined  and 
restrained  from  at  any  time  within  three  years  from  the  date 
of  this  decree,  acquiring,  owning  or  hol<^ng,  directly  or  in- 
directly, any  stock,  or  any  legal  or  equitable  interest  in  any 
stock  in  any  one  of  said  14  corporations,  excepting  British- 
American  Tobacco  Company,  Limited,  in  excess  of  the 
amount  to  which  he  will  be  entitled  under  the  provisions  of 
the  plan  when  the  same  shall  have  been  carried  out  as  pro- 
posed as  the  present  owner  of  the  amount  of  stocks  in  said 
several  companies  shown  by  the  affidavits  of  said  several  de- 
fendants filed  herein  on  tiie  16th  day  of  November,  1911; 
provided,  however,  that  any  of  said  defendants  may,  not- 
withstanding this  prohibition,  acquire  from  any  other  or 
others  of  said  defendants,  or  in  case  of  death  from  their 
estates,  any  of  the  stock  held  by  such  other  defendant  or 
dejfendants  in  any  of  said  corporations. 

It  is  farther  ordered,  adjudged  and  decreed  tiiat  the  new 
companies  whose  organisation  is  provided  for  in  the  plan 
hereinabove  set  forth,  to-wit :  Liggett  &  Myers  Tobacco  Com- 
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pony,  P.  Lorillard  Company,  George  W.  Helme  Company, 
Weyman-Bruton  Company  and  J.  S.  Young  Company,  shall, 
after  their  formation  and  by  appropriate  proceedings,  be 
made  parties  defendant  to  this  cause  and  subject  to  the  pro- 
visions of  this  decree  and  bound  by  the  injunctions  herein 
granted. 

It  is  further  ordered,  adjudged  and  decreed  that  any  party 
hereto  may  make  application  to  the  court  for  such  orders 
and  directions  as  may  be  neoessary  or  proper  in  relation  to 
the  carrying  out  of  said  plan,  and  the  provi^ons  of  this 
decree. 

It  is  further  ordered,  adjudged  and  decreed  that  the  costs 
of  this  action  shall  be  paid  by  the  defendants  other  than 
B.  P.  Richardson,  Jr.,  &  Company,  Incorpoorated,  as  to  whom 
the  suit  has  heretofore  been  dismissed,  and  the  paym^it  by 
the  defendant  The  American  Tobacco  Company  of  the  rea- 
sonable costs  and  counsel  fees  of  the  ocKnmittees  organized 
for  the  protection  of  the  6  per  cent  bonds,  4  per  cent  bonds 
and  preferred  $toGk  of  The  American  Tobacco  Company,  is 
hereby  approved. 

It  is  further  ordered,  adjudged  and  decreed  that  the  de- 
fendants The  American  Tobacco  Company,  MacAndrews  & 
Forbes  Company,  American  Snuff  Company,  and  each  of 
them,  and  their  and  each  of  their  officers,  directors,  servants, 
agents,  and  employees,  be  severally  enjoined  and  restrained 
as  in  said  plan  set  forth,  from  voting  stocks,  exercising  in- 
fluence or  control  over  other  companies  or  gaining  possession 
of  other  companies  through  the  use  of  securities  temporarily 
held  by  them  respectively  under  said  plan  in  each  and  every 
case  in  which  it  is  provided  in  and  by  the  said  plan  that 
any  of  said  three  last  named  defendants  shall  be  so  enjoined. 

It  is  further  ordered,  adjudged  and  decreed  that  sudii  books 
and  papers  of  the  defendants  The  American  Tobacco  Com- 
pany and  S.  Anargjrros,  or  either  of  them,  as  relate  to  the 
suit  of  The  Liidington  Cigarette  Machme  Company  vs.  8, 
Anargyroi  and  The  American  Tobacco  Company ^  or  the  sub- 
ject-matter thereof  or  any  part  thereof,  be  preserved  by  the 
said  defendants  respectively  until  after  the  accounting,  if 
ai^y  shall  take  place  in  said  suit,  and  said  suit  shall  bd  finally 
determined  and  ended. 
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It  is  further  ordered,  adjudged  and  deemed  tiiat  jnxisdio- 
tion  of  this  cause  is  retained  by  this  court  for  the  purpose 
of  making  such  other  and  further  orders  and  decrees,  if  any, 
as  may  become  necessary  for  carrying  out  the  mandate  of 
the  Supreme  Court 


November  16, 191L 


E.  Henby  Laookbb, 

GirouU  Judge. 
Alfred  C.  Coze, 

Circuit  Judge. 
H.  Q.  Wabd, 

Circuit  Judge. 
Walter  C.  Noyes, 

Circuit  Judge. 


[229]  UNITED  STATES  v.  STANDARD  SANITAEY 
MFG.  CO.  ET  AL-« 

(District  Govt,  B.  D.  lOdiigaii,  8.  D.    ManA  S,  1011.) 

[1S7  Fed«  Rep.  229.] 

CBnasAi.  IiA^w  (i  42)— iMionnTT.— -Act  Feb.  25,  190&»  c.  755*  82 
Stat  904  (TJ.  S.  Comp.  St  Snpp.  1909,  p.  1142),  as  amended  by 
Act  June  30, 1906,  c  3920,  34  Stat  798  (U.  S.  CJomp.  St  Supp.  1909, 
p.  1168),  prohibiting  proBeeation  for  a  transaction  concerning  which 
accused,  in  obedience  to  a  sobpcBna,  gives  testimony  in  a  proceeding 
mider  the  Anti-Trust  Law  ,Act  July  %  1880,  c  647,  26  Stat  299 
[U.  S.  Ckmip.  St  1901,  p.  8200}),  does  not  immunise  persons  who 
have  filed  answers  nnder  oath  in  such  a  proceeding.^ 

The  Standard  Sanitary  Manufacturing  Company  and 
others  being  under  indictment,  the  govemment  demurs  to 
pleas  of  immunily.    Pleas  oTeiruled. 

See,  also,  187  Fed.  282. 

Edwin  P.  OrosvenoTj  Sp.  Asst.  Atty.  Gw.,  and  Frank  H. 
Watsofiy  U-  S.  Atty. 

Stevenson^  Carpenter  and  ButseUj  NohUy  Jackson  and 
Hubbard^  Lffon  and  Hunter^  and  Moritsf  Boeenthalj  for  de- 
fendants. 

•BVnr  opinion  in  equity  suit  (187  Fed.  232)  see  po$t,  p.  255. 
For  opinion  of  Circuit  Ck)nrt,  District  of  Maryland,  on  the  mertts 
(181  FM.  — ),  see  post,  p.  89S. 
*  fiyHabiw  copyrighted,  1911,  by  West  Publishing  Ck>nipany. 
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Oplnioa  of 'tto  Ooart 
Dmnaov^  DiMrirt  Judge  (sittiiig  by  daagiiaidoft). 

The  act  of  February  25, 1903  (82  St  L.  904r),  as  aHKendad 
June  30, 1906  (31  St  L.  798),  provides  that  no  person  shall 
be  prosecuted  for  or  on  account  of  any  transaqtion  oonoem- 
ing  which  he,  in  obedience  to  a  subpoena,  gives  testimony 
under  oath,  in  any  proceeding  under  the  so-called  Sherman 
act  or  anti-trust  law. 

Before  the  filing  of  these  indictments,  the  respondents  here 
were  made  defendants  in  an  equity  suit  brought  by  the 
United  States,  under  section  4  of  the  anti-triist  law  to  enjoin 
the  same  alleged  combination  which  forms  the  basis  of  these 
indictments.  The  bill  did  not  waive  oath  to  the  answer,  and 
so,  in  legal  effect,  demanded  a  sworn  answer.  The  defend- 
ants did  answer  under  oath.  They  now  claim  freedom  from 
criminal  prosecution,  and  rely  upon  the  terms  of  the  immu- 
nity statute  above  recited. 

It  is  dear  that  the  answers  were  under  oath,  and  were  de- 
manded aod  given  in  such  a  ^^  prooe»diDg  under  "  the  Anti- 
Trust  Act  as  the  immunity  statute  contemplates.  The  only 
question  is  whether  these  answers  constitute  ^^  testimony  (or) 
evidence  under  oath,''  or  ^  in  obedience  to  a  subpoena." 

[280]  It  is  also  clear  that  the  filing  of  the  answer  may  be 
thought  of  as  something  done  '^  in  obedience  to  a  subpoena," 
because  it  is  required  by  law  as  a  step  following  upon  the 
issue  of  a  chancery  subpoena. 

So,  too,  it  cannot  be  doubted  that  an  answer  under  oath 
was,  under  the  old  equity  practice  and  in  a  proper  case,  evi- 
deice,  and  often  controlling  evidence,  upon  final  disposition 
of  an  equity  suit 

It  follows  that,  without  any  distortion  of  the  language  into 
grotesque  or  unknown  form  or  meaning,  the  respond^ts  can 
make  it  spell  immunity  in  this  case;  bat  it  does  not  follow, 
even  under  the  rules  of  construction  of  criminal  statutes^  that 
reqKmdents  must  have  a  favorable  interpretation  just  be- 
caose  such  interpretation  is  possibla  Thd  true  criterion  must 
be  the  fair  and  reasonable  meaning— the  sense  in  which  it  is 
probable  that  Congress  used  the  chosen  words. 

Uilder  the  equity  practice,  an  answer  is  a  pleading  as  is  a 
plea  or  demurrer.    This  is  the  primary,  and  in  the  typioai 
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OiSB  Hie  only,  ftindtion  of  the  sx^swer.  Under  certain  condi- 
fcioais,  it  took  on  a  eeoondaiy  or  inddental  faneHkm,  and 
proffered  iteeU  as  eyidenoe.  This  was  because  of  the  sitim- 
tion  attendant  upon  a  bill  of  discovery.  Bills  of  discovery 
are  now  praoidcally  Imknowii,  i«id  it  is  at  least  doabtfid 
(putioalarly  nnder  HdB  saction  4)  whether  eadi  a  hill  can 
now  be  maintained  at  all  without  aid  from  some  other 
ground  of  equity  jurisdiction.  It  is  not  to  be  infetred,  as 
leepondcnts  say,  that  the  individual  defendants  were  joined 
in  the  equity  suit  only  for  the  purpose  of  obtahiing  dis- 
covery. The  reascmable  infierence  is  that  th^  were  joined 
so  as  to  obtain  on  effective  injunction. 

Bills  of  discovery  being  substantially  discontinued,  the 
resulting  evidential  character  of  the  answer  has  praoticftny 
disappeared.  Skilled  equity  counsel  remember  this  his- 
torical, but  obsolescent,  function  of  the  answer;  but  pmbaMy 
4aymen  generally,  as  well  as  most  lawyers  in  the  code  statta 
and  many  lawyers  in  other  states,  would  now  be  surprised 
to  be  tcid  that  an  ^  answ^  "  is  ^  testimony.''  I  cannot  think 
<hat  Congress  so  intended. 

The  same  conclusion  follows  from  considBring  the  ^  sub- 
poena "  subject  The  common  nnderstaiHling,  I  think,  of 
^giving  testimtmy  in  obedience  to  a  subpoBoa"  or  ^pro* 
dueing  evidence  in  obedience  to  a  subpoena,''  would  be  tJist 
reference  was  had  to  the  familiar  witnesses'  subpoena,  and 
not  to  the  equity  summons.  The  latter  meaning  is  not  im* 
possible,  but  is,  to  me,  strained  and  unnatural 

Even  if  the  answer  is  "evidence,"  it  is  not  happily  de- 
scribed as  ^  produced  in  obedience  to  "  the  subpoena.  Tme, 
the  subpoena  gives  the  defendant  notice  that  he  must  answeiv 
bust  this  oompulsion  comes  not  from  the  writ  but  from  ilto 
ndes  of  the  court  When  the  subpoena,  with  the  possible 
aid  of  contempt  proceeding^,  has  produced  an  appearance,  it 
has  exhausted  its  function  as  a  writ 

Further,  if  an  answer  may  be  thought  to  be  filed,  ^in 
obedience  to"  the  subpoena  and  is  framed  witii  evidential 
puirpeae,  its  character  as  evidence  is  only  inchoate.  It  may 
never  become  evidence.  It  must  be,  for  30  days,  subject  to 
eomeptions,  imd  then,  if  it  escapes  or  suirvives  «zoeptioQ,  it 
must  wait  another  80  days  for  replication  or  for  setting 
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down.  Only  then  does  it  get  permanent  statos.  This  CDDsLd- 
[231]eration  does  not  seem  to  be  important,  but  it  empha- 
sizes the  difference  between  an  answer  and  ordinary  ^  testi- 
n^ony  ^  or  **evidence»" 

It  is  not  condusive  against  a  plain  construction  that  it 
leads  to  rather  absurd  results  in  some  cases,  but  this  ooAy 
furnish  an  additional  reason  for  not  acbpting  an  unusual 
meaning.  If  respondents  are  right,  immunity  results  from 
a  sworn  answer  to  a  bill  not  waiving  the  oath,  but  it  does 
not  restdt  from  an  unsworn  answer  to  the  same  bill,  nor  from 
an  answer,  sworn  or  unsworn,  to  the  same  bill  containing  a 
waiver,  nor  from  a  sworn  plea  to  the  same  bill  in  either  form, 
though  all  these  answers  and  this  plea  mij^  contain  an 
identical  disclosure.  The  injury  to  defendants  is  the  same  in 
eadi  supposed  case;  for  an  admission  can  be  used  against  the 
person  admitting  just  as  well  in  one  case  as  in  the  other. 
It  is  not  likely  that  immunity  was  intended  to  depend  on 
whether  a  pleader  omitted  to  waive  ui  oath,  or  that  it  is  im- 
portant whether  such  omission  was  deliberate  or  inadvertent. 

I  see  no  significance,  helpful  to  respondents,  in  the  fact 
that  in  this  immunity  statute  reference  is  made  to  persons 
who  gave  testimony,  and  in  the  commerce  and  labor  statute 
reference  is  made  to  persons  who  ^  gave  testimony  as  wit- 
nessea"  Although  possible  reascms  are  suggested  for  a  dis- 
tincti(Hi,  I  see  ho  substantial  reason,  and  I  should  draw  the 
infeiwice  that  Congress  uses  the  two  phrases  indiscriminately, 
intending  that  one  should  mean  the  same  as  the  other. 

Bespcmdents  urge  that  the  full  right  of  immunity  must  be 
maintained,  else  the  government  cannot  get  the  information 
necessary  to  convict  This  is  true;  but  it  does  not  aid  in 
deciding  what  this  act  means.  I  feel  confident  that  the  ccm- 
struction  I  have  adopted  will  not  cripple  any  necessary  gov- 
ernmental activity.  I  have  not  been  able  to  conceive  a  case 
where  it  will  be  necessary  to  get  information  regarding  a 
crime  by  filing  a  bill  and  demanding  answer  under  oath. 

Dcefendanits  under  such  a  bill  as  was  filed  here  are  not,  with 
my  construction  of  this  immunity  statute,  in  danger  of  losing 
any  constitutional  rights.  Thffy  may  absolutely  refuse  te 
incriminate  themselves  by  any  statement,  by  whatever  name 
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it  maj  be.  called^  and  with  w  without  oath.  It  may  not  be 
{deasant  to  take  this  position,  but  Buch  is  the  constitntional 
method  of  pxeserving  a  constitutional  right. 

There  is  no  difference  brtween  the  respective  pleas  of  the 
diffwent  individual  respondents,  and,  with  my  view  of  the 
statute,  no  difference  between  tiie  seven  different  pleas  of 
each  respondent.  In  so  far  as  pleas  5,  6,  and  7  go  beyond 
the  first  four,  they  state  either  legal  conclusions,  immaterial 
matters,  or  matters  of  defense  under  a  general  plea  of  not 
guilty.    All  the  pleas  of  immunity  will  be  overruled* 


(2S8J  UNITED  STATES  v.  STANDARD  SANITABY 
MFG.  CO.  ET  AL.« 

(Clrcalt  Ck>firt,  B.  D.  Penn^ylTania.    AprU  22,  1911.) 

[187  Fad.  Bep.,  282.] 

OouBia  (i  849)— Mastihs  jTTBisDionoy— Takiwo  TnnMoirT  nr 
DiFFnaarT  Diaruor,— Where  an  sxaminer  Is  appointed  by  the  court 
of  the  district  In  which  the  suit  Is  pending,  as  authorized  by  e^inity 
mle  67,  to  take  testimony,  he  may  lawfnUy  discharge  his  duty  in 
another  district;  the  court  of  tliat  district  being  authorized  to  issue 
sobpoKias  commanding  penons  residing  wltbhi  the  district  to  appear 
and  testify  before  such  examiner  or  master.* 

(Bd.  Note. — For  other  cases,  see  Oourts,  Dec  Dig.  ^  849.] 

OouBTs  (J  849)— Mastkbs— JuaisnionoN-— Takiwg  Tssmfoinr  nr 
DiFVEganT  District. — Where  a  master  is  appointed  to  take  testi- 
mony in  the  district  in  which  a  suit  is  pending,  and  proceeds  to  take 
testimony  in  another  district,  persons  living  in  the  latter  district, 
whose  legal  domicile  is  elsewhere,  may  be  compelled  to  appear,  and 
any  person  fouii£  in  such  district,  who  answers  a  subpona  and 
appears  before  the  examiner,  may  be  lawfully  examined. 
[Bd.  Note. — ^For  other  cases,  see  CJourts,  Dec.  Dig.  i  849.] 

CJOTTBTB  (I  849)— BXAMINATION  BeTOBX  MaSTKS— COCBCINO  WITNESS— 

Matebiautt  or  TEemcoirr^— Where  witnesses  appear  before  a 
master  taking  testimony  In  a  district  other  than  Chat  in  which  he 
was  appointed,  and  on  his  refusing  to  answer  questions  an  appU- 
cation  is  made  to  the  court  of  such  district  to  coerce  the  witness*  it 
is  the  duty  of  such  Judge  to  compel  the  production  of  the  evidence^ 

•  For  opinion  in  Criminal  Case  (187  Fed.  229)  see  ante,  p.  251. 
l\>r  opinion  of  Olrcnit  Ck>urt,  District  of  Blaryland  (191  Fed.  — ), 
see  ^otf>  p.  39S. 
»  Syllabm  eopifii^ted,  Ifill,  I7  West  PoUlshing  Oompaay. 
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altiiovgb  tbe  Jndge  deeim  It  fticdmiMieiit,  irKlevaBt,  or  Imaomforfal, 
anloBB  the  wltaess  or  tbe  evidence  is  priyileged,  or  it  dflssly  and 
afflrmatiyely  appears  that  it  cannot  be  competent^  natorlalt  or  rde- 
yant,  and  that  it  would  be  an  abase  of  process  to  compel  its 
prodnction. 

[Bd.  Note. — ^For  oth^  cases,  see  Courts,  Dec.  Dig.  t  S49.] 
CaxMiSAL  Ijam  (S  42) — IiCMxrirrrT— PaiviUBerk  as  WiTirE8S--49&EBMAif 
Amn-TBUST  Act — Statdtbs — OoirsniTronoii,— Tbe  Siieniian  Act 
(Act  Ck)ng.  Feb.  25, 1903,  c  765,  32  Stat  904  [U.  8.  OpBkp.  St  Snpp. 
1909,  p.  1142]),  as  amended  by  Act  June  80,  1906,  c  8920,  84  Stat 
798  (XT.  S.  Gomp.  St  Supp.  1909,  p.  1168),  provides  that  for  the 
enforcement  of  the  provisions  of  the  act  a  specified  snm  was  appro- 
priated to  employ  special  counsel  to  conduct  proceedings^  sait%  and 
prosecutions  thereunder,  provided  that  no  person  shall  be  prose- 
cuted or  subjected  to  any  penalty  or  ftirfettare  fbr  or  on  aeooitnt 
of  any  transaction,  matter,  or  thing  concerning  which  he  might 
testify  in  any  proceeding,  suit  or  prosecution  under  the  act  etc. 
EM  that  tboui^  the  act  applies  to  witnesses^  whether  called  in  a 
criminal  or  a  civil  suit  it  did  not  extend  immunity  to  witnesses 
called  by  the  defense  in  a  civil  suit  to  restrain  alleged  violations  of 
the  act  especially  to  defendants  called  by  co-defendants,  the  effect 
of  which  would  be  to  render  the  statute  abortive 

[Bd.  Note.— For  other  cases,  see  Criminal  Law,  Dec.  Dig.  %  42.] 

Suit  by  the  United  States  against  the  Standard  Sanitary 
Manufacturing  Company  and  others  to  restrain  the  contiBa- 
anoe  of  certain  alleged  conspiracies  and  agreements  in  re- 
straint of  interstate  ccmimerce  in  sanitary  enameled  iron 
ware.  On  motion  of  the  Colwell  Lead  Company  and  others 
to  compel  their  co-defendants,  Max  Goebel  and  certain  others, 
to  answer  questions.    Denied. 

See,  also,  187  Fed.  229. 

[888]  Edwin  P.  Grosvenor^  Sp.  Asst.  Atty.  Gen.,  and 
Oearge  W.  Wickersham^  Atty.  Gen.,  for  the  United  Statea. 
Robert  B,  Honeyman^  for  defendant  Colwell  Lead  Co. 
Herbert  Noble^  tot  defendant  witnesses. 
HiUary  0.  Mem/mer^  for  McCrum  and  Gates. 

Holland,  District  Judge. 

This  is  a  motion  by  defendants  Colwell  Lead  Company, 
Jesse  T.  Duryea,  and  Bert  O.  Tilden  to  compel  co-defendants 
Max  Goebel,  Lloyd  G.  McCrum,  Howard  T.  Gates,  Francis 
J.  Torrance,  aaid  Theodore  Ahrens  to  «dhww  esEtain  qnes- 
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taoii&  The  motkm  is  made  in  a  suit  in  equity,  instituted  it 
Baltimore  July  21, 1910,  in  the  Girouit  Court  of  the  United 
States  for  the  District  of  Maiyland,  and  brou^t  under  sec- 
tion 4  of  the  9iennan  Anti-Trust  Act,  to  restrain  the  con- 
tinuance of  certain  alleged  eonspirades  and  agreements  in 
restraint  of  interstate  trade  and  commerce  in  sanitary  enam- 
eled ironware. 

There  are  about  84  individuals  and  16  corporations  defend- 
ants in  this  suit.  The  same  individuals  and  corporations, 
charged  with  having  combined  and  conspired  in  restraint  of 
interstate  trade  in  sanitary  enameled  ironware,  were  indicted 
on  December  7,  1910,  by  the  federal  grand  jury  for  the 
eastern  district  of  Midbigan.  The  indictments  and  the  bill  in 
equity  relate  to  the  same  matters  and  transacti<ms. 

In  the  Baltimore  suit,  in  which  this  motion  arose,  a  special 
examiner  was  appointed  by  the  court  October  22,  1910,  by 
agreement,  "to  take  and  report  to  the  court  the  evidence 
adduced  or  offered  by  ihe  petitioner  and  the  defendants,  re- 
spectively, with  full  authority  as  such  special  examiner  ac- 
cording to  the  rules  and  practice  in  such  case  made  and 
provided.''  The  order  further  provides  "  that  said  examiner 
may,  upon  application  of  any  of  the  parties,  hold  such  hear- 
ings and  receive  testimony  in  behalf  of  any  party,  at  such 
time  and  such  place  without  the  district  of  Maryland  as  he 
may  designate  and  app<»nt";  due  notice  being  required. 
'Hie  wder  also  provides  "that  the  respective  parties  may 
from  time  to  time  agree  as  to  the  time  and  place  of  taking 
proofs  outside  of  the  district  of  Maryland.*' 

Hie  government  completed  the  taking  of  its  testimony  on 
December  21, 1910,  and  on  February  14, 1911,  the  defendants 
commenced  the  taking  of  testimony,  and  there  have  been 
hearings  from  time  to  time  for  this  purpose. 

The  defense  of  the  Golwell  Lead  Company,  Duryea,  and 
Tilden,  set  up  by  their  answer  to  the  bill,  upon  which  they 
now  rely,  is,  in  the  main,  identical  with  ihut  of  the  other 
defendants.  Thore  are,  however,  some  minor  differences, 
affecting  particularly  the  manner  of  doing  business  by  the 
company;  and  it  insists  that  there  is  a  necessity  for  it  to  call 
the  other  defendants  to  prove  these  allegations.  The  com- 
W825*»— VOL  4r-17 ^17 
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pany,  Mr.  Doryea,  and  Mr.  Tilden  an  r^reseidied  in  tlus 
motion  by  separate  counsel;  and  the  question  here  inrolTed 
arose  on  April  4  at  a  hearing  in  Philadelphia,  called  by  their 
counseL  The  testimony  was  being  taken  by  the  examiner 
appointed  by  the  Maryland  court.  Subpcenaahad  duly  issued 
from  this  court,  and  five  witnesses  were  put  upon  the  stand, 
each  one  of  whom  is  a  defendant  in  the  criminal  [884]  pro- 
ceeding and  in  the  bill  in  this  case.  None  of  these  witnesses 
objected  to  appearing  as  such  bef(Mre  the  examiner  at  Phila- 
delphia, and  no  objection  to  the  taking  of  testimony  was 
made  by  the  witnesses  themselves  or  the  government  until 
after  they  had  refused  to  answer.  All  of  them  reside  at 
points  more  than  100  miles  from  the  district  of  Maryland, 
although  none  reside  in  this  district.  They,  however,  ap- 
peared in  answer  to  a  subpcona  before  the  examiner  at  a  place 
agreed  upon  by  the  parties,  and  refused  to  answer  certain 
questions  put  to  them  by  counsel  for  the  Colwell  Lead  Com- 
pany, upon  the  ground  that  their  answers  mi^t  incriminate 
them.  Thereupon  counsel  for  the  company  moved  this  court 
to  compel  them  to  answer,  and  the  government  contends  that 
this  court  has  no  jurisdicti<m  to  entertain  this  motion,  because 
none  of  the  witnesses  reside  in  this  district 

From  the  statment  in  the  government's  brief,  I  take  it  that 
the  taking  of  testimony  at  Philadelphia  before  the  examiner, 
on  the  4th  day  of  April,  had  been  agreed  upon  by  the  govern- 
ment and  counsel  for  the  company;  and  from  the  affidavit 
filed  by  the  latter's  counsel  it  appears  that  the  names  and  the 
places  of  residence  of  the  witnesses  to  be  examined  on  behalf 
of  the  company  at  the  meeting  were  given  to  the  Assietent 
Attorney  General  a  day  or  more  before,  so  that  the  govern- 
ment was  in  possession  of  the  information  as  to  the  legal 
domicile  of  the  witnesses  to  be  examined,  and  was  also  in- 
formed that  the  testimony  of  these  witnesses  would  be  taken 
before  the  examiner  at  this  meeting.  The  government  ap- 
peared, but  raised  no  objection  to  the  examination  of  these 
witnesses  here  upon  the  ground  that  the  legal  residence  of  the 
respective  witnesses  was  without  this  district 

1.  It  has  been  determined  that  the  appointment  of  a  master 
or  examiner  by  the  court  of  the  district  where  the  suit  is 


Digitized  by  VjOOQIC 


XJlSnTED  8XAXB8  V.  8TAKDABD  SANTTABY  MFO.  CO.     259 

Opliiion  of  the  Ocmrt 

pending,  under  the  sizlyHseTenth  rule  in  equity,  to  take  testi- 
mony, may  lawfully  discharge  this  duty  in  another  district, 
and  that  the  court  in  the  latter  district  is  empowered  to  issue 
subpoenas  commanding  persons  residing  in  the  district  to 
appear  and  testify  before  such  examiner  or  master.  In  re 
Steward  (0.  C.)  29  Fed.  813;  Rose's  Code  of  Fed.  Procedure, 
§  1037b;  Johnson  Steel  Street  RaU  Go.  v.  North  Branch 
Steel  Co.  (C.  C.)  48  Fed.  191;  Wh4te  v.  Toleelo,  etc.j  Co.,  79 
Fed.  184, 185,  24  C.  C.  A.  467. 

2.  Persons  who  are  living  in  the  latter  district,  whose  legal 
domicile  is  elsewhere,  can  be  compelled  to  appear  (In  re 
Steward^  supra) ,  and  any  person  found  in  the  latter  district 
who  answers  a  subpo&na  and  appears  before  the  examiner, 
may  be  lawfully  examined  (Blood  ▼.  Morrin  [C.  0.]  140  Fed. 
918;  Mutual  Ben.  Life  Ins.  Co.  v.  Bohison,  68  Fed.  782, 
7  C.  C.  A.  444,  22  L.  R.  A.  825). 

If  the  witnesses  were  lawfully  examined  here,  this  would 
be  the  proper  tribunal  to  entertain  this  motion;  but  it  is 
further  urged  by  the  government  that,  even  if  this  court  can 
properly  consider  the  motion,  the  witnesses  should  not  be  re- 
quired to  answer,  because  the  questions  put  to  them  by  coun- 
sel for  the  Colwell  Lead  Company,  which  they  have  refused 
to  answer,  are  neither  relevant  nor  material. 

8.  It  is  urged  that  the  amended  answer  of  the  company, 
Duiyea,  and  Tilden  sets  up  no  separate  defense  from  that  oi 
the  other  defend  [S85] ante,  except  in  minor  details,  in  sup- 
port of  which  the  questions  put  to  the  witnesses  were  not  at 
all  relevant  or  material;  but  this,  we  think,  is  not  a  matter 
into  which  this  court  may  inquire. 

^  It  is  not  the  doty  of  an  auxiliary  court  or  Judge,  within  whose 
JurlsdictiaD  testimony  is  being  taken  in  a  snit  pending  in  the  court 
of  another  district,  to  consider  or  determine  the  competency,  mate- 
riality, or  relevancy  of  the  evidence  which  one  of  the  parties  seeks 
to  ^clt.  It  is  the  duty  of  such  a  court  or  Judge  to  compel  the  pro- 
duction of  the  evidence,  although  the  Judge  deems  it  incompetent, 
irrelevant,  or  immaterial,  unless  the  witness  or  the  evidence  is  privi- 
leged*  or  it  clearly  and  affirmatively  appears  that  the  eridence  sought 
caxmot  possibly  be  competent,  material,  or  relevant,  and  that  it 
would  be  an  abuse  of  th^  process  of  the  court  to  compel  its  piroduc- 
tion.**  Blease  v.  Qarlington,  92  TJ.  S.  1,  23  L.  Ed.  621 ;  Do%oaoiao  Mfg. 
Oo.  V.  Loohren^  14S  Fed.  211  [74  a  C  A.  841]. 
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Having  concluded  that  the  testimony  offered  does  not  so 
clearly  and  affirmatively  appear  to  be  irreievaut  and  immate- 
rial as  to  warrant  its  exclusion,  and  that  the  motion  is  prop- 
erly entertained  by  this  court,  it  follows  that,  if  the  witnesses 
are  entitled  to  an  immunity  from  prosecution  under  the  act* 
of  Congress  of  February  26, 1903  (82  Stat  904,  c.  765  [U.  S. 
Comp.  St  Supp.  1909,  p.  1142]),  and  its  supplement  (Act 
June  80,  1906,  c.  8920,  84  Stat  798  [U.  S-  Comp.  St  Supp. 
1909,  p.  1168]),  they  will  be  compelled  to  answer,  notwiUi- 
standing  they  have  claimed  their  privilege  of  sil^ice  under 
the  provisions  of  the  fifth  amendment  to  the  Constitution. 

The  Colwell  Lead  Company  insists  that  tiie  testimony  of 
these  witnesses  is  important  in  support  of  its  defense.  The 
government,  however,  contends: 

**  That  not  one  of  these  questionfl  is  material  to  the  defense  of  the 
company,  or  of  Mr.  Dnryea  or  Mr.  TUden,  but  that  each  of  the  qnes 
tkofOB  is  addressed  to  the  witness  defendant  for  the  sole  purpose  of 
having  him  incriminate  himself  and  thereby  gain  immnnity/' 

Accordingly,  the  Aflsjstant  Attorney  General,  for  tbe  gov- 
ernment^ notified  eadi  witneas,  as  he  was  called,  that  as  the 
transactions  being  inquired  into  in  this  civil  suit  are  the 
same  transactions  whidi  are  the  subject  of  the  Detroit  in- 
dictments, it  was  probable  that  anytiiing  he  (the  witness) 
mi^t  say,  which  would  be  material,  would  incriminate  him. 
He  was  accordingly  advised  that,  relying  upon  the  fifth 
amendment^  he  might  refuse  to  answer  questions  upon  theso 
matters.  He  was  further  advised  that^  if  he  did  answer,  he 
would  waive  his  constitutional  privilege,  and  would  gain  no 
immunity  thereby,  and  that,  if  counsel  insisted  that  he  an- 
swer, he  should  refuse  until  the  court  ordered  him  to  do  so. 
Thereupon  the  several  defendants  answered  certain  questions, 
but  refused  to  answer  others,  and  this  proceeding  is  to  deter- 
mine whether  they  shall  be  ordered  by  the  court  to  answer 
such  other  questions. 

4u  'nie  immunity  statutes  which  are  pertinent  are  those 
enacted  for  the  enforcement  of  tiie  provision  of  the  Sherman 
Act  They  are  the  act  of  February  26, 1908,  and  the  amend- 
ment of  June  30^  1906.   l^e  Supreme  Court  held  in  Hale  v. 
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Bmkd^  201  U.  a  48,  96  Sup.  Ct  870,  50  L.  Ed.  652,  that 
the  htfigumge  of  the  act  of  Febniaiy  25,  1908,  is  suffideatly 
broad  to  give  immunity  to  a  witness  summooed  on  be* 
[2S6]half  of  the  goremment,  and  that  a  witness  so  called  ia 
obliged  to  answer.  The  only  queatioii,  therefore,  involved 
in  this  case,  is  whether  the  immunity  provision  under  consid- 
eration applies  to  these  witnesses  called  by  a  defendant  If 
the  act  extends  immunity  to  them,  they  must  answer.  They 
will  not  be  permitted  to  claim  their  ocmstitutional  privilege 
of  silence.  Brown  v.  Walkery  161  U.  S.  591, 16  Sup.  Ct.  611, 
40  L.  Ed.  819.  Was  it,  then,  the  intention  of  Congress,  in 
enacting  this  immunity  legislation  for  the  purpose  of  enforc- 
ing the  Sherman  Act,  to  extend  its  provisions  to  include 
witneases  called  by  the  defense  in  any  proceeding,  suit,  or 
proeeeotton  under  the  act!  Omitting  all  the  parts  of  the 
immunity  legislation,  except  that  with  which  we  are  con- 
cerned in  this  case,  it  reads  as  follows: 

''That  for  tHe  enfbrcement  of  tbe  provisions  of  the  act  entitled 
*  *  *  'An  act  to  protect  trade  and  oonunerce  asainst  unlawful  re- 
Btzaints  and  monopolies,'  •  •  •  the  sum  of  1000,000  •  •  •  u 
hereby  appropriated  *  *  *  to  employ  special  counsel  •  •  • 
to  conduct  proceedings,  suits  and  prosecntions  under  said  act,  •  •  * 
provided  that  no  person  shall  be  prosecuted  or  be  subjected  to  any  pen- 
alty or  forfMtore  for  or  on  account  of  any  transaction,  matter  or 
thins  concerning  which  he  may  testily  in  any  proceeding,  suit  or  prose- 
cution under  said  act  *  •  *  And  the  amendment  enacted  June 
30th,  1906,  provides  that  immunity  shaU  eztoid  only  to  a  natural  per- 
son, who,  in  obedience  to  a  subpoena,  gives  testimony  under  oath  or 
produces  evld^ice,  documentary  or  otherwise,  under  oath." 

It  is  unnecessary,  in  disposing  of  this  motion,  to  inquire 
into  the  question  as  to  whether  Congress  intended  to  restrict 
the  provisions  of  the  act  to  give  immunity  only  to  witnesses 
called  by  the  government.  The  question  here  is  whether  or 
not  Congress  intended  to  give  immunity  from  prosecution 
under  the  Sherman  Act  to  persons  who  are  defendants  in 
suits  and  prosecutions  instituted  by  the  government  who  are 
called  as  witnesses  by  their  co-defendants.  Such  a  construc- 
tion of  the  act  of  1903  and  its  amendment  would  result  in 
practically  wiping  out  the  criminal  provisions  of  the  Sher- 
man Act. 
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The  main  issue  in  the  bill  filed  under  section  1  of  the  Mtift 
the  criminal  fact  upon  which  the  indictments  are  founded 
under  section  1.  If  the  immunity  can  be  claimed  in  a  civil 
proceeding  under  the  act,  there  seems  to  be  no  I'eason  why  it 
may  not  be  claimed  in  a  criminal  proceeding  for  the  same 
cause  of  action.  If  these  defendants  can  be  called  by  their 
co-defendants  as  witnesses  in  acivil  suit^they  can  be  called  by 
their  co-defendants  as  witnesses  in  the  pending  criminal  prosr 
ectttion.  Any  witness  to  which  the  act  extends  the  immunity 
can  be  called  in  a  criminal  or  a  civil  suit  There  is  no  ques- 
tion but  that  any  witness  called  by  the  government  in  a 
civil  suit  can  as  well  be  called  in  a  criminal  proceeding  and 
compelled  to  answer.  Equally  true  would  it  be  that  any 
other  party's  immuned  witnesses  (if  there  are  any  under  the 
act)  could  be  called  in  either  a  civil  or  criminal  proceeding 
and  receive  immunity. 

If,  then^  it  was  the  intention  of  Congress  to  permit  de- 
fendants to  call  each  other  and  give  them  immunity,  it. is 
clear  that  the  power  to  do  so  extended  as  well  to  civil  pro- 
ceedings as  to  criminal  prosecutions.  Was  such  the  inten- 
tion! If  it  was,  it  enables  a  defendant  in  either  a  civil  suit 
or  criminal  prosecution  under  the  act  to  be  called  as  a  witness 
for  a  co-defendant,  and  thereby  became  immuned  against 
[287]  the  conviction  under  the  indictment^  and  each  de- 
fendant could  call  the  other,  until  they  brought  about  an  im- 
munity of  all  the  defendants  in  the  indictment  It  would 
follow  that  no  conviction  under  the  act  could  in  any  case  be 
had,  because  the  trial  of  the  offenders  would  simply  afford 
them  the  opportimity  of  calling  each  other  as  witnesses,  and 
the  result  of  the  trial  would  be  an  expensive  performance 
on  the  part  of  the  government  to  enable  the  defendants  to 
secure  immunity.  Such  a  construction,  leading  to  the  absurd 
and  unreasonable  results  indicated,  cannot,  under  the  author- 
ities, be  adopted  by  this  court,  when  the  statute  is  susceptible 
of  a  rational  construction,  such  as  will  enable  a  proper  and 
effective  enforcranent  of  all  the  provisions  of  the  act 

But,  aside  from  the  absurd  results  flowing  from  such  a  con- 
struction, the  language  of  this  immunity  statute  would  indi^ 
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cate  that  Congress  did  not  intend  the  act  diould  receiye  the 
construction  placed  upon  it  by  counsel  for  the  Oolwell  Lead 
Company.  It  opens  with  a  crtAtement  that  the  enactment  is 
^  for  the  enforcement  of  the  provisions  "  of  the  Sherman  Act, 
among  other  acts  mentioned  in  the  enacting  clause,  and  there 
is  an  appropriation  made  for  the  purpose  of  enabling  the 
Attorney  General  ^  to  conduct  proceedings,  suits  and  prose- 
cutions "  under  the  Sherman  Act  and  the  other  acts;  and  in 
order  that  the  provisions  of  these  acts  may  be  enforced,  there 
is  a  proviso  granting  immunity  to  certain  persons  against 
prosecution  ^  on  account  of  an3rthing  concerning  which  they 
may  testify  *  *  *  in  any  proceeding,  suit  or  prosecu- 
tion ''  under  these  acts.  The  primary  object  apparently  for 
the  enactment  of  this  legislation  was  '^  the  enforcement  of 
the  provisions  of  the  Sherman  Anti-Trust  Act,^'  together 
with  the  others  mentioned ;  but  there  is  nothing  to  indicate 
that  it  was  the  intention  of  the  makers  of  the  law  to  extend 
the  privilege  of  immunity  to  witnesses  called  by  the  defense, 
especially  defendants  called  by  co-defendants  in  a  suit  insti- 
tuted by  the  government.  It  was  not  for  the  purpose  of  aid- 
ing the  defense  in  ^  proceedings,  suits  or  prosecutions  ".  un- 
der the  act,  but  for  the  purpose  of  "enforcing  the  provi- 
sions ''  of  the  acts,  that  the  immunity  clause  was  created. 

Failing  to  find  any  warrant  in  the  language  used  by  Con- 
gress for  the  construction  insisted  upon  by  the  Colwell  Lead 
Company,  and  in  view  of  the  unreasonable  and  absurd  re- 
sults which  would  be  brought  about  by  such  a  view  of  the 
enactment,  it  is  our  duty,  as  was  said  in  Reg  v.  Skeen^  8 
Cox's  Oiminal  Cases,  143,  to  put  that  construction  on  the 
language  of  the  act  whi^sh  will  make  it  effectual,  and  not 
make  it  abortive. 

We  hold  tliat  it  was  nofc  the  intenti<m  of  Congress,  in  pass- 
ing the  immunity  act  for  the  enforcement  of  the  provisions 
of  the  Sherman  law,  either  in  civil  or  criminal  proceedings, 
to  extend  immunity  to  defendants  called  as  witnesses  by  co- 
defbndants  to  testify  in  the  latter's  behalf,  so  that  the  motion 
to  compel  the  witnesses  to  answer  the  questions  is  overruled. 
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1522]      lAWLOR  ET  AL  v.  LOEWE  ET  AL.* 

(Ctrcuit  Court  of  Appeals,  Second  Clrcait,  April  10,  1911.    Petition 
for  Rehearing,  May  8, 1011.) 

[187  Fed.  Rep.  S22.] 

IfONOPOLDEB    (I  12) — Ck>lCBINATION  IN  RbSTBAINT  OF  INTEBSTATK  Oblf- 

ifiBCE — ^BoYOOTT. — If  It  be  shown  that  Indlvldnals  have  combined 
together  to  indnce  a  mannfiactarer  engaged  in  Interstate  oMnaierce 
to  conduct  his  business  as  th^  wish,  and  npon  his  refusal  further 
combine  not  only  to  proTent  him  from  manufacturing  articles  in- 
tended for  Interstate  commerce,  but  also  to  prevent  his  vendees  In 
other  states  from  reselling  the  articles  which  they  had  imported 
from  the  state  of  manufacture,  or  f^om  further  negotiating  for  the 
purchase  and  into^ransportatlon  of  such  articles,  the  combiners  in« 
tending  thereby  to  destroy  or  obstruct  an  existing  interstate  tralBc, 
such  combination  of  individuals  must  be  held  to  have  esaoitiaUy 
obstructed  the  free  flow  of  commerce  between  the  states,  and  is  in 
violation  of  Anti-Trust  Act  of  July  2,  1890,  c  647,  26  Stat.  209 
(tJ.  S.  Ck>mp.  St  1901,  p.  3200),  and  when  such  obstruction  is  shown 
to  have  brought  about  an  injury  to  a  person's  business,  damages 
may  be  recovered,  although  the  impeUing  motive  of  the  combination 
was  an  effort  to  better  the  condition  of  the  combiners,  which,  except 
for  the  anti-trust  act,  might  be  proper  and  lawful.^ 

[Bd.  Note. — ^For  other  cases,  see  Monopolies,  Dec.  Dig.  i  12.] 
Tbadv  UinoNS  (I  4)— Agocts  or  liABoa  OBOAinzATToir— Liabiutt  ot 
Mkmbkbs  wtm  TJiTLAwrui.  Aots. — ^A  clause  in  the  constitution  of  a 
labor  organisation  which  provides  that  certain  of  its  offlcera  *'  shall 
use  all  the  means  in  their  power  "  to  bring  nonunion  shops  into  the 
trade,  does  not  necessarily  imply  that  these  officers  shall  use  other 
than  lawful  means,  and  the  fact  alone  that  a  member  contributes 
money  to  the  support  of  the  organization  does  not  make  him  respon- 
sible as  a  principal  for  unlawful  acts  of  the  officers  or  their  agents, 
but  in  order  that  his  contributions  shall  have  such  efEect  something 
more  must  be  shown,  as  that  unlawful  means  had  been  so  frequently 
used  with  the  express  or  tacit  approval  of  the  association  that  its 
agents  were  warranted  in  assuming  that  they  might  use  such  means, 
and  that  the  a8SOcia[5281tion  and  its  individual  members  would 
approve  or  tolerate  such  use,  whenever  the  end  sought  to  be  attained 
miltbt  be  best  attained  thereby. 
[Bd.  Note^--*For  other  cases,  see  Trade  Unions,  Dec  Dig.  I  4.) 

•  For  former  opinions  in  this  case,  see  (148  Fed.  Rep.,  924)  VoL  81, 
p.  41;  (208  V.  S.,  274),  vol  8,  p.  324. 
^  Byllabos  copyrighted,  1911,  by  West  Publishing  Oompany. 
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action  to  charge  defendants,  as  membera  of  varioiui  local  unions 
of  a  labor  organisation,  with  liability  for  acts  of  agents  of  the 
organisation  on  the  ground  of  a  combination  in  restraint  of  inter- 
state commerce  In  violation  of  Antt-Trnst  Act  of  Jnly  %  1890,  c.  64^, 
I  1,  26  Stat  200  (U.  &  Comp.  St  1901,  p.  3200),  where  there  was 
eonfllcting  testimony  as  to  their  knowledge  of  soch  acts  and  other 
eridence  from  which  inferences  must  be  drawn,  the  question  of 
liability  was  for  the  Jury,  and  it  was  error  to  withdraw  such  ques- 
tion from  them  and  to  submit  only  the  question  of  damages 

[Ed.  Nota — ^For  other  casee^  see  Monopolies,  Dec  Dig.  I  28.] 
nuDB  Unions  (I  9)— AonoN  to  Ohamqib  Pbuioipal  iob  Aots  or 
AoNNi^— BviDSNGB. — lu  su  actiou  to  charge  monbers  of  a  labor  or- 
ganisation indiyidnaily  with  liability  because  of  alleged  unlawful 
acts  of  agents  aexit  out  by  the  organisation,  eyidence  that  defendants 
paid  dues  to  the  organization  after  service  of  the  complaint  is  not 
competent  either  as  lOiowing  ratiflcatlon  by  defandants  of  the  acts 
of  such  agents  or  that  such  aeti  were  authorised  when  committed* 

[Bd.  Note;— For  other  cases^  see  Trade  Unions,  Dec  Dig.  I  9.] 
BvmBNOS  (I  817) — ^HB4aflAT.— In  an  acdon  by  a  manufacturer  doing 
an  interstate  business  against  members  of  a  labor  organization  to 
charge  them  with  liability  under  Anti-Trust  Act  of  July  2,  1890, 
c  047,  I  7,  26  Stat  210  (U.  a  Comp.  St  1901,  p.  8202),  one  of  the 
violations  of  the  act  charged  being  that  defendants  combined  to 
prevent  customers  of  plaintiff  in  other  states  ftom  buying  his  goods 
by  means  of  threats  or  boycott  etc  testlmany  of  ptatntilTs  salesmen 
that  customers  told  them  of  such  threats,  made  by  persons  claiming 
to  represent  defendant  organization,  was  incompetent  as  hearsay. 

[Bd.  Note.~For  other  cases,  see  BSvidence,  Oent  Dig.  if  1174- 
1200;  Dec  Dig.  I  817.] 

In  Error  to  the  CSrcuit  Court  of  the  United  States  for  the 
District  of  Connecticut. 

Action  at  law  by  D.  E.  Loewe  and  others  against  Martin 
Lawlor  and  others.  Judgment  ior  plaintiffs,  and  defendants 
bring  error.    Reversed. 

This  cause,*  an  action  for  damages  under  the  anti-trust 
act,  comes  here  upon  writ  of  error  to  review  a  judgment  of 
the  Circuit  Court,  District  of  Connecticut,  for  $232,240.12 
in  favor  of  defendants  in  error,  who  were  plaintiffs  below. 
The  verdict  on  which  this  judgment  was  entered  was  prac- 
tically directed  by  the  court,  who  left  to  the  jury  merely 
the  matter  of  damages,  as  the  ^  only  question  with  whidi 
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tiiey  oonld  properly  oancem  themselvea''   The  jury  aaseased 
the  damages  at  $74,000,  which  amount  the  court  trebled. 

Alton  B.  Parker^  F.  L.  MtdhoUandj  and  John  K.  Beach, 
for  plaintiffs  in  error. 

Walter  (?•  Merritt  and  Daniel  Daeenpert,  for  defendants 
inerrrar. 

Before  Laoohbb,  Cozs,  and  Nbrss,  Circuit  Judges. 
[584]  Laoombe,  Oircuit  Judge. 

1.  The  complaint  is  printed  in  full,  and  the  cause  of  action 
thoroughly  discussed  in  Loewe  v.  LawloTj  208  U.  S.  274, 
26  Sup.  Ct  301,  52  L.  Ed.  488,  where  the  demurrer  to  the 
complaint  was  disposed  of.  Beferenoe  to  that  opinion  suffi- 
ciently indicates  the  issues  involyed  on  the  trial.  The  de- 
cision also  has  fixed  the  law  of  this  case.  It  is  needless  to 
inquire  whether  boycotts  generally,  or  this  particular  va- 
riety of  boycott,  are  or  are  not  unlawful  at  common  law,  or 
under  the  statutes  of  some  particular  state.  If  it  be  shown 
that  individuals  have  combined  together  to  induce  a  manu- 
facturer engaged  in  interstate  commerce  to  conduct  his  bud- 
ness  as  they  wish,  and,  upon  his  refusal,  further  combine  not 
only  to  prevent  him  from  manufacturing  articles  intended . 
for  interstate  commerce,  but  also  to  prevent  his  vendees  in 
other  states  from  re-selling  the  articles  which  they  had  im- 
ported from  the  state  of  manufacture  or  from  further  nego- 
tiating for  the  purchase  and  intertransportation  of  such 
articles,  the  combiners  intending  thereby  to  destroy  or  ob- 
struct an  existing  interstate  traffic,  such  combination  of  in- 
dividuals must  be  held  to  have  essentially  obstrjicted  the  free 
flow  of  commerce  between  the  states.  A  combination  to  ef- 
fect such  an  obstruction  is  a  violation  of  the  Anti-Trust  Act 
(act  July  2, 1890,  c.  647,  26  Stat  209  [XJ.  S.  Ccmp.  St.  1901, 
p.  8200]);  and  when  such  obstruction  is  shown  to  have 
brought  about  an  injury  to  a  i)erson's  business,  recovery  may 
be  had,  although  the  impelling  motive  of  the  combination 
was  an  effort  to  better  the  condition  of  the  combiners,  which 
except  for  the  Anti-Trust  Act  might  be  proper  and  lawfuL 
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Of  die  faet^  conceded  by  demurrer,  whidi  were  rdied 
uiMm  in  the  fonner  dedaion,  the  following  are  fully  proved 
by  competent  evidence  in  the  record  now  before  ns :  Plaintiffs 
were  mano^Msfeurers  of  hats  in  Danbnry,  Oonn^  and  had  an 
interstate  trade  with  customers  in  different  states,  which  was 
very  much  the  laiiger  percentage  of  their  business.  The  com- 
bination of  individuals  known  as  the  United  Hatters  of 
North  America,  numbering  several  thousand  mendaers,  were 
combined  with  other  labor  unions  into  another  association 
known  as  the  American  Fed^ation  of  Labor,  numbering 
more  than  a  millicm  members,  scattered  all  over  the  United 
States.  The  United  Hatters  undarto<&  to  unionise  the  dif- 
ferent factories  in  which  their  members  worked.  In  some 
instances  the  owners  thereof  at  first  refused  to  unionize  their 
factories.  Thereupon  the  United  Hatters  declared  a  union 
war  against  them  and  missionaries  purporting  to  represent 
the  oomfaination  visited  customers  of  such  recalcitarant  owners 
in  different  states,  and  told  them  that  unless  they  ceased  to 
handle  such  goods,  the  affiliated  unions  would  refrain  from 
patronizing  them.  As  a  result  thereof  some  of  those  who 
had  at  first  refused  jdelded  and  unionised  their  factories. 
Plaintiffs  wore  interviewed  by  some  ofiicers  and  members  of 
a  hatters'  union,  and  after  some  discussion  as  to  the  advan- 
tages and  disadvantages  of  unianizing  their  factory  refused 
to  do  SO;  Thereupon  a  strike  was  called  which  took  all  union 
men  out  of  plaiatiffs'  factory.  Subsequently  missionaries 
representing  themselves  as  coming  on  behalf  of  the  United 
Hatters  visited  customers  of  plaintiffs  in  other  states.  To 
some  of  these  customers  they  stated  that  [536]  unless  they 
would  cancel  any  ord^B  they  had  given  for  plaintiffs'  goods, 
and  would  agree  to  discontinue  buyii^  from  plaintiffs  in 
the  future,  their  (the  customers')  ^^  factories  would  be  tied 
up  and  the  men  caJlod  out"  To  others  they  stated  that  if 
they  continued  business  with  plaintiffs  they  (the  mission- 
aries) would  ^  call- on  their  own  customers  and  endeavor  to 
prevent  their  using  their  goods";  i.  e.,  the  goods  offered 
for  sale  by  the  person  interviewed.  To  others  they  stated 
that  unless  they  ceased  to  deal  in  plaintiffs'  goods  they 
^^  would  be  boycotted,"  or  ^^  would  be  put  on  the  unfair  list" 
Some  of  the  customers  of  plaintiffs  who  were  thus  inter- 
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viewed  eetsed  to  make  farther  pnrchasee  of  Loewe  luttd  be- 
cause of  statements  made  to  them  at  these  i]iteryiew& 

The  first  assigmnent  of  error,  which  ehalleoges  attention 
on  this  appeal  and  which  is  discossed  at  the  oataet  of  defend- 
ants' brief,  is  the  action  of  the  trial  judge  in  taking  the  case 
from  the  jury  and  himself  deciding  every  question  except 
the  amount  of  damages.  Defendants  cantmd  that  in  a» 
doing ''  the  trial  court  assumed  the  function  of  a  jury  in  pass- 
ing upc»i  the  credibility  of  witiMsses  and  wei^iing  conflicting 
testimony."  We  think  this  assignment  of  error  is  well  takan 
for  these  reasons :  The  defendants  are  all  members  of  a  vcdnn- 
tary  association  or  trade  union  of  journeymen  hatters,  blown 
as  the  United  Hatters  of  North  America,  including  more 
than  9^000  journeymen  hatters  residing  in  different  states 
of  the  tjnited  States  or  in  Canada.  Defendants  are  members 
of  various  local  unions  of  this  association  in  the  state  of  Con- 
necticut, and  each  of  them  has  paid  dues  continuously  to  his 
local  union  for  some  years  prior  to  September,  190S,  tiie  date 
this  suit  was  commenced.  These  dues  were  both  local  and 
national — a  certain  percentage  of  the  member's  wages  for 
each  purpose.  Both  had  to  be  paid ;  as  the  secretary  of  the 
Danbury  local  expressed  it,  ^  we  wouldnH;  accept  one  if  he 
didn't  pay  the  other."  This  money  has  been,  in  part  at  leasts 
disbursed  in  paying  the  various  officers  of  the  local  and  of  the 
general  unions  and  in  pa3ring  the  various  agents  or  mis- 
sionaries who  have  been  engaged  in  carrying  out  the  objects 
of  the  association,  which  included  the  extension  of  the  union, 
the  increasing  of  a  demand  for  goods  bearing  the  union  label 
and  the  so-called  unionizing  of  factories.  These  objects  of 
course  could  be  promoted  by  methods  entirely  lawful  and 
proper,  or  by  methods  whi<^  were  unlawful  and  improper, 
or  which  were  of  such  a  character  as  to  constitute  a  combina- 
tion in  restraint  of  interstate  trade  within  the  meaning  of 
the  Anti-Trust  Act.  In  1896  the  United  Hatters  of  North 
America  affiliated  with  the  American  Federation  of  Labor, 
its  officers  on  its  behalf  pledging  its  members  individually 
and  collectively  to  be  governed  by  the  constitution,  rules  and 
usages  of  the  federation.  Since  then  delegates  to  the  conven- 
tions of  the  federation  have  been  elected  by  a  referendum 
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▼ote  of  the  United  Hatters  pursuant  to  the  Hatters'  eonstita- 
tion,  and  also  a  delegate  from  the  Connecticut  State  Federa- 
tion with  which  all  the  local  unions  to  which  defendants 
belong  were  affiliated.  Many  of  the  defendants  and  of  other 
members  of  the  United  Hatters  have  supported  the  activities 
[686]  of  the  United  Satters  and  contributed  to  the  suf^rt 
of  the  American  Federation  of  Labor. 

3.  It  has  been  argued  here  that  the  mere  fact  that  any  indi- 
vidual defendant  was  a  member  of  and  contributed  money 
to  the  treasury  of  the  United  Hatters'  Association  made  him 
the  principal  of  any  and  all  agents  who  might  be  employed 
by  its  officers  in  carrying  out  the  objects  of  the  association, 
and  responsible  as  principal  if  such  agents  used  illegal  meth- 
ods (X  caused  illegal  methods  to  be  used  in  undertaking  to 
carry  out  those  objects.  We  cannot  assent  to  this  proposi- 
tion. The  clause  of  the  constitution  of  the  United  Hatters 
which  provides  that  certain  of  its  officers  ^^  shall  use  all  the 
means  in  their  power  to  bring  such  shops  (L  e.,  non-union 
shops)  into  the  trade  "  does  not  necessarily  imply  that  these 
officers  shall  use  other  than  lawful  means  to  accomplish  such 
object  Surely  the  fact  that  an  individual  joins  an  associa- 
tion having  such  a  clause  la  its  constitution  cannot  be  taken 
as  ezinressing  assent  by  him  to  the  perpetration  of  arson  or 
murder.  Something  more  must  be  shown,  as,  for  instance, 
that  with  the  knowledge  of  the  members  unlawful  means 
had  been  so  frequentiy  used  with  the  express  or  tacit  ap- 
proval of  the  association,  that  its  agents  w^re  warranted  in 
assuming  that  they  might  use  such  unlawful  means  in  the 
future,  that  the  association  and  its  individual  members  would 
approve  or  tdl^ute  such  use  whenev^  the  end  sought  to  be 
obtained  mi^t  be  best  obtained  thereby. 

8.  Plaintiffs,  however,  did  not  rest  their  case  on  &is  bald 
prqMmtion  of  membership  and  payment  of  dues.  There  is 
a  mass  of  testimony  in  the  case  covering  a  history  of  the 
activities  of  the  United  Hatters  and  of  the  American  Feder- 
ation and  of  their  various  officers,  agents,  and  missionaries 
for  a  series  of  years,  tending  to  show  what  methods  had  been 
employed,  what  the  various  organizations  thought  of  such 
qnBthods,  and  what  it  mi|^t  be  opected  by  any  man  of  the 
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most  ordinaiy  intoUigenoe  would  be  done  wheiieTer  offieen 
and  missionaries  undertook  to  unionize  any  particular  £ac< 
tory.  literature,  published  by  the  asaodations  and  laid  be- 
fore their  members  in  issues  sufficient  to  enable  every  one  to 
familiarize  himself  witii  what  was  going  on,  was  put  in  evi* 
dence.  On  the  other  hand,  most  of  the  defendants — 176  of 
them — ^testified,  either  on  the  stand  or  under  stipulation  be- 
tween counsel,  that  they  had  never  held  office  in  any  local 
or  national  union  and  were  never  delegates  to  any  conven- 
tion; that  they  had  no  information  of  any  trouble  in  the 
Loewe  factory  until  after  the  men  were  called;  that  they 
were  not  regular  readers  of  the  Ebi.tter's  Journal,  and  did  not 
remember  reading  anything  therein  about  the  factories  that 
were  unionized  before  the  Loewe  campaign  opened ;  that  they 
had  no  knowledge  of  the  methods  which  were  employed  to 
constrain  manufacturers  to  unionize  their  shops.  With  this 
evidence  in  there  was  a  conflict  of  testimony  as  to  a  vital 
issue  in  the  case.  The  other  testimony  was  of  such  a  charac 
ter  and  there  was  such  a  mass  of  it — minutes,  resolutions, 
reports,  proclamations,  printed  discussions,  etc« — that  the 
jury  might  have  discredited  defendants'  protestations  of 
ignorance,  but,  since  they  had  made  sudh  protestations 
[687]  under  oath,  they  were  entit&d  to  hmve  the  question  of 
their  credibility  determined,  not  by  the  court,  but  by  the 
jury. 

Some  of  the  defendants  were  officers  of  local  unions;  some 
of  them  did  not  testify,  but  in  the  various  chains  of  proof 
which  were  reHed  upon  to  establish  the  relaticm  of  principal 
and  agent  between  local  unions  in  Connecticut  and  indi- 
viduals, not  memb^ns  of  these  local  unions,  who  announced 
themselves  as  missionaries  of  union  hatters  in  distant  states, 
there  are  some  links  whidb  are  proved  not  directly  but  as 
inferences  from  established  facts.  Different  inferences  were 
at  least  possible,  and  in  a  case  of  this  sort,  where  conspiracy 
to  do  an  unlawful  act  is  charged,  it  diould  be  left  to  ib% 
jury  to  say  which  inference  diall  be  drawn.  McMreover,  it 
was  for  the  jury  to  determine  fr<Mn  the  entire  body  of  proof 
what  was  the  intent  of  the  individuals  who  made  up  the  com- 
bination or  what  they  must  have  known  were  the  necessagy 
and  inevitable  consequences  of  their  acta. 
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4.  Sinoe  then  is  to  be  a  new  trial  it  is  desirable  that  the 
opinion  of  this  court  should  be  expressed  on  two  questions 
as  to  the  admissibility  of  evidenee,  which  will  probably  arise 
again.  The  court  admitted  eyidenoe  of  the  payment  of  their 
dues  to  the  unions  by  defendants,  after  complaint  was  served. 
This  was  not  competent  as  showing  ratification,  and,  as  we 
understand  their  brief,  plaintiffs  do  not  so  contend.  It  was 
offered  as  ^  tending  to  show  that  the  acts  (of  the  mission- 
aries) were  authorized  at  the  time  they  were  performed 
previous  to  the  suit,"  upon  the  theory  that  otherwise  the 
disclosures  made  to  an  individual  defendant  by  his  readbig 
of  the  complaint  would  have  brought  fortih  protest  and  dis* 
approval  on  his  part  We  think  it  should  have  been  ex- 
cluded. 

6.  A  saUaman  of  plaintiffs  testified  that  he  called  at 
various  times  <m  several  different  customers,  giving  their 
names.  In  some  instances  he  was  allowed  to  state  that  the 
customer  told  him  that  at  some  prior  time  he  had  been  inter- 
viewed by  some  labor  r^resentative  who  told  him  that 
unless  he  ceased  to  handle  plaintiffs'  goods  he  would  get  into 
trouble  with  the  unicm.  This  was  hearsay,  the  narrative  of 
a  past  transaction  given  by  an  outside  party,  not  under  oath. 
It  was  not  competent  to  prove  that  threats  had  been  made  by 
some  one  purporting  to  represent  defendants.  Its  admission 
is  sought  to  be  sustained  upon  the  authority  of  cases,  which 
hold  that  it  is  proper  to  show  as  part  of  the  res  gestae  what 
reason  was  given  by  a  person  as  an  excuse  for  discontinuing 
some  former  practice.  Wigmore  on  Evidence,  §  1729,  and 
cases  cited.  This  exception  to  the  general  rule  should  not  be 
extended  as  far  as  it  was  in  some  of  the  instances  testified  to. 

The  judgment  is  reversed. 

FJffXTi'iON  JOB  SEHXABIKO. 

While  we  fully  appreciate  the  inconvenience  which  will 
result  from  prooeding  with  a  new  trial  of  the  cause  before 
the  rulings  of  this  court  as,  to  the  law  of  the  case  shall  have 
been  reviewed  by  the  Supreme  Court,  we  are  not  disposed 
to  reverse  those  rulings  and  decide  this  appeal  contrary  to 
our  eofivietions  in  order  to  facilitate  the  pres[628]entation 
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of  the  qneBtions  arising  upon  the  appeal  to  &»  court  of  hat 
resort.  Nor  does  there  seem  to  be  any  way  to  aceomplish  a 
Uke  result  by  ordering  a  re-argument  and  undertaking  to 
certify  specific  questions;  the  record  is  too  Toluminous  and 
the  questions  would  be  too  numerous,  and  upon  those  ques- 
tions we  are  not  divided  in  opinion. 

There  is  nothing  in  the  petition  to  induce  a  change  hi  the 
opinion  already  expressed  by  this  court;  all  that  there  is  in 
the  petition  may  be  found  in  the  original  argument  Coun- 
sel seems  to  have  misapprehended  what  is  said  in  the  opinion 
about  knowledge  by  defendants  of  the  acts  done.  It  has 
not  been  decided  that  it  is  essential  for  plaintiffs  to  prove 
that  any  defendant  had  knowledge  of  all  or  any  of  the  spe- 
cific acts  done  in  the  campaign  against  D.  Loewe  &  Ca  On 
the  contrary,  it  is  expressly  pointed  out  that  the  language  of  the 
constitution  of  the  association  might  be  supplemented  by  proof 
ttiat,  in  carrying  out  its  objects,  ^^  unlawfal  means  had  been 
so  frequently  used  with  the  express  or  tacit  approval  of  the 
association  that  its  agents  were  warranted  in  assuming  that 
tiiey  might  use  such  unlawful  means  in  the  future,  that  the 
association  and  its  individual  members  would  approve  or 
tolerate  such  use  whenever  the  end  sought  to  be  obtained 
might  be  best  obtained  thereby.''  And  in  the  very  next  para- 
graph reference  is  made  to  literature  of  the  association  and 
of  the  federation — ^minutes,  resolutions,  reports,  proclama- 
tions, printed  discussions,  etc. — ^from  which  the  jury  might 
draw  conclusions  as  to  what  any  man  of  ordinary  intelligence 
would  expect  might  be  done  by  these  bodies  or  by  their  agents 
whenever  occasion  for  action  might  arise. 

Counsel  is  also  mistaken  in  assuming  that  the  court/'  over- 
looked the  significant  fact  that  the  American  Federation  of 
Labor  had  a  constitution  providing  for  boycotting."  We 
did  not  overlook  this  fact,  nor  the  further  fact  that  the  fed- 
eration did  not  as  a  body  declare  any  boycott  against  plain- 
tiffs' firm.  Since  we  did  not  indicate  that  there  was  error 
in  admitting  proof  of  the  constitution  of  the  federation,  or 
of  its  action  in  conventions,  or  in  committee  or  of  its  pub- 
lished literature,  or  of  what  it  or  its  local  branches  did  in 
connection  with  Berg,  Boelofe  or  Loewe,  or  any  one  else,  it 
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might  fairly  be  assumed  that  we  coDsidered  that  all  these 
were  proper  matters  for  the  consideration  of  the  jury.  We 
did  intend  to  hold,  however,  and  this  petition  has  not  modi- 
fied our  opinion,  that  plaintiffs  cannot  make  out  a  case  en- 
titling them  to  the  direction  of  a  verdict  in  their  favor  by 
showing  (1)  that  A.  B.  was  a  paying  member  of  the  United 
Hatters'  Association ;  (2)  that  the  Hatters'  Association  was 
affiliated  with  the  American  Federation  of  Liabor  and  gov- 
erned by  its  constitution,  rules,  and  usages;  (8)  that  the  con- 
stitution of  the  federation  contains  the  following:  '*  It  shall 
be  the  duty  of  executive  council  to  secure  the  unification  of 
all  labor  organizations  so  far  as  to  assist  each  other  in  any 
justifiable  boycott  and  with  voluntary  financial  help  in  the 
event  of  a  strike  or  lockout,  when  duly  approved  by  the  ex- 
ecutive council.''  A  boycott  directed  solely  against  the  trans- 
fer of  goods  from  a  manufactory  to  purdiasers  or  consignee«i 
within  the  same  state  might  be  a  ^  justifiable  boycott "  so  far 
as  the  Anti-Trust  Act  is  concerned,  and  this  action  can  be 
maintained  only  for  a  violation  of  that  statute;  (4)  [689] 
that  on  several  occasions  a  person  representing  himself  to  be 
a  missionary  of  the  Hatters'  Association  called  on  dealers  in 
other  states  who  were  importing  Loewe's  hats  from  Con- 
necticut, and  told  them  that  unless  they  ceased  doing  so  the 
missionary  would  call  on  their  customers  and  endeavor  to 
prevent  their  using  their  goods.  What  conclusion,  touching 
each  defendant,  should  be  drawn  from  these  facts  in  connec- 
tion with  the  rest  of  the  proof  is  a  question  for  the  jury  to 
pass  upon. 

It  may  be  well,  however,  that  we  should  indicate  for  the 
guidance  of  the  Circuit  Court  in  the  new  trial  that,  as  we 
understand  the  decision  of  the  Supreme  Court  in  this  ca^, 
there  may  be  a  distinction  drawn  between  (a)  a  combination 
to  cause  a  strike  in  a  manufactory  located  in  a  particular 
state,  where  the  immediate  object  is  the  unionizing  of  that 
factory,  although  a  part  of  its  product,  if  manufactured, 
would  have  become  the  subject  of  interstate  trade,  and  (&) 
a  ocHubination  directly  to  restrain  and  pot  a  stop  to  the  im- 
portation by  a  person  in  one  state  of  goods  produced  at  a 
manufactory  in  another  state,  althouj^  the  ultimate  result 
W826**— VOL  4—17 18 
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sought  to  be  obtained  by  such  restraint  might  be  merely  the 
changing  of  conditions  in  that  particular  manufactory. 

It  is  suggested  in  the  petition  for  rehearing  that ''  the  ques- 
tion of  entering  judgment  against  part  of  the  defendants  was 
not  considered  in  the  opinion.^'  It  was  not  discussed  in  the 
opinion  because  it  did  not  appear  in  the  record  or  in  plain- 
tiff^s  brief  that  it  was  contended  that  there  should  be  any 
differentiation  between  the  different  defendants — all  sued 
for  a  joint  conspiracy.  On  the  contrary,  the  whole  argument 
was  directed  to  the  proposition  that  all  were  responsible  for 
all  the  acts  complained  of.  Nor  is  there  even  now  any  offer 
made  to  submit  to  a  dismissal  as  to  all  except  the  very  few 
who  as  plaintiffs  express  it  ^'  took  active  part  in  the  con- 
spiracy.'* 

The  petition  for  rehearing  is  denied. 


[664]      UNITED  STATES  v.  PATTEN  ET  AL.* 

(Gircait  Court;  S.  D.  New  York.    March  23»  1911.) 

[187  Fed.  Rep.,  054.] 

ICoNOVoum  (I  81) — Aim-Tsmr  Act  —  Violatioit  —  lemionanEiT— 
OvKBT  Aots— "  CJoNBPDiAOT/*— Congraw,  by  federal  Aatt-Tmflt  Act 
July  2,  1890.  c.  647,  SS  1,  2,  26  Stet  209  (U.  S.  Gomp.  St  1901,  p. 
3200),  having  employed  the  words  "conspiracy"  and  " conspire •• 
without  words  of  limitation  In  creating  offenses  affecting  Interstate 
commerce,  did  not  provide  as  In  the  general  conspiracy  statute  (Rev. 
St  S  5440  [U.  S.  Oomp.  St  1901,  p.  3676])  that  overt  acts  shall  be 
necessary  to  complete  tiie  offense,  and  hence  eoimts  in  an  indictment 
for  conspiracy  to  monopolijse  interstate  trade  and  commerce  in  viola- 
tion of  the  anti-trust  law  were  not  demurrable  for  failure  to  aU^e 
overt  acts  since  the  unlawful  agreement  and  not  the  overt  acts^ 
conatltuteB  the  crime  of  conspiracy  at  common  law.* 

[Bd  Note. — ^By>r  other  cases,  see  Monopolies,  Oent  Dig.  I  20;  Dec. 
Dig.  I  81. 

For  other  deOnitions,  see  Words  and  Phrases,  vol.  2,  pp.  1454- 
1461;  vol.  8.  p.  7618.1 

«  Argued  add  submitted  in  the  Supreme  Court  and  awaiting  dedston. 
*  SyHabus  oopyrlghted,  1911,  b^  West  PnbUaUng  Oompany. 
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iMDIOTMKIfV    AND    XlfVOSMATIOV     (I     63)*>AlXI»ATZONf--CQ]]rOLUSIOH0 

"  GALODx^m)."— An  allegation  that  a  considracy  ia  "  calculated  "  to 
INTOduoe  a  certain  revolt  la  an  allegation  of  a  mere  oondiudon,  and 
ineffectiyek 

tBd.  Note.«-*Ver  otker  caaea,  aee  ladlotmcat  and  lafoxmatlon. 
Cent  Dig.  1 186;  Dec  Dig.  I  63. 

For  other  deflntttimii^  aee  Words  and  Pbraaea,  toL  1«  ppu  M2»  948.] 

MoNOPouEs  (8  12) — OoHxmATioNs — "OoBNKB.'*— A  "comcr"  1b  the 
jsecuring  of  such  control  of  the  Immediate  supply  of  any  product  as 
to  enable  those  operating  the  comer  to  arbitrarily  adTance  the  price 
of  the  product  It  is  ordinarily  created  by  operations  on  boards  of 
trade  or  stock  exchanges,  and  by  dealings  in  options  and  futures. 

[Ea  Note.^For  other  cases,  see  Monopolies^  Gent  Dig.  1 10;  Dec. 
Dig.  I  12. 
For  other  dednitions,  see  Words  and  Phrases,  rol.  2,  p.  1000.] 

HoiroPOLiEs  (S  12) — GoBNicBS — P0BLIO  PoLioT. — WhUe  a  comer  is 
illegal  because  it  is  a  combination  which  arbitrarily  controls  the 
prices  of  a  commodity,  it  cannot  be  called  a  combination  in  restraint 
of  competition  since  the  going  up  of  the  price  incident  to  the  creation 
of  a  comer  necessarily  Increases  competiticaL 

[Ed.  Note.— For  other  cases,  see  Monopolies^  Gent  Dig.  S  10;  Dec. 
Dig.  I  12.] 

MoifQPOuSB  (S  81)— RanaAiHT  or  Tkads— BtTimiiie  a  Gobnib— IimEB- 
STATE  GoMMKBOB. — Sluco  the  Operation  of  a  scheme  to  comer  the 
cotton  market  and  thereby  raise  the  price  of  cotton  for  the  purpose 
of  compelling  a  settlement  by  short  peculators  at  an  abnormally 
higt  CMTioe  doee  not  directly  affect  or  restrain  interstate  commerce, 
there  being  no  direct  relation  between  prices  and  8u6h  commerce^  an 
indictment  alleging  a  conspiracy  to  run  a  cotton  comw  without  any 
alleged  intent  to  obstruct  interstate  commerce  did  not  charge  a 
Tfi^ation  of  Shmnan  Antt-Tlmst  Act  July  2, 1800,  c  847,  )  I  1,  2,  26 
Stat  209  (U.  S.  Gomp.  St  1001,  p.  3200). 

[Ed.  Kote.—For  other  cases,  see  Monopolies,  Gait  Dig.  {  20;  Dec. 
Dig.  I  31.] 

[8M]  Moirorcuas  (S  12)*— Intbssatb  OoMimas— Oasi'swgioy.^- 
Any  combination  which  interferes  with  the  right  <^  a  manufacturer 
10  purchase  a  commodity  msring  in  interstate  commeroa.  at  prices 
determined  by  the  «ampetltiTe  law  of  normal  market  conditions, 
does  not  necessarily  constitute  a  direct  restraint  on  interstate  com- 
meice  in  violation  of  the  federal  Anti-Tmst  Act 

[Ed.  Note.— For  other  cases,  see  MonopoUes,  Gent  Dig.  I  10;  Dec. 
mg.  §  12.1 

Mbtfoveuas  (I  12) — ^nmurVAn  Commssob— RasraAiirr— AJm-Tausr 
'  MovoPOLDSB.**— Trade  and  commerce  are  monopolised,  wltiitD 
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Sherman  Antt/Trnst  Act  July  2,  1890,  c  647,  II  1*  2,  26  Stat  209 
(IT.  S.  Oomp.  St  1901,  p.  8200),  prohibiting  the  same,  when,  as  a 
reanlt  of  efforts  to  that  ^d,  a  tew  persona  acting  together  obtain 
power  to  control  the  price  of  a  commodity  moving  in  interstate  com- 
merce, tiiongh  sadi  power  is  not  exercised*  its  «xlst«ice  b^ng  suf- 
ficient 

[BO.  Note.— BV>r  other  cases,  see  MonopoUes,  Gent  Dig.  1 10;  Dec. 
Dig.  i  12. 

For  other  definitions,  see  Words  and  Phrases,  vol.  S,  pp.  4570- 
4674.] 

MONOPOLIKS   (I  12) — OONSPIKAOT  TO  ReSTBAIN  OOMMBBCS— IWDIVIDUAL 

Acts. — ^Au  indictment  against  operators  of  a  cotton  comer  for 
alleged  violation  of  the  Sherman  Anti-Trust  Law  charged  that  de- 
fendants had  conspired  to  monopolise  a  part  of  the  trade  and  com- 
merce among  the  several  states  by  becoming  members  of  and  engage- 
ing  in  an  unlawful  combination  in  the  form  of  an  agreement  by 
which  they  were  aeverally  to  purchase  cotton  to  such  an  extmt 
that,  together,  they  would  have  enough  to  enable  them  to  control 
the  price  of  such  cotton^  and  severally  to  demand  arbitrary,  exces- 
sive* and  monopolistic  prices  for  the  same  on  the  sale  thereof  by 
them  respectively  to  spinners  and  manufacturers  other  than  such 
conspirators.  Held  that,  since  no  monopoly  exists  when  individuals, 
each  acting  for  himself,  own  large  quantities  of  a  commodity,  the 
indictment  was  fatally  defective  as  alleging  only  a  scheme  to  de- 
mand monopolistie  prlees  as  the  result  of  individual  as  dlstLagnished 
from  collective  power. 

[Bd.  Nota— For  other  cases,  see  Monopolies,  Gent  Dig.  1 10 ;  Dec. 
Dig.  I  12.] 
MoNOFoun  (I  81) — OoiTSPXB^CT — ^Xndictmkht. — Since  a  conspiracy 
to  monopolise  is  a  conspiracy  to  create  a  monopoly*  an  indictment 
for  conspiracy  to  monopolise  interstate  trade  and  commeiee  in  cot- 
ton in  violation  of  the  Sherman  Anti-Trust  Law,  was  insufficient 
where  it  failed  to  show  that  the  conapira^,  if  successf idly  carried 
out  would  have  resulted  in  a  monopoly. 

[Bkl.  Note.-— For  other  cases,  see  Monopolies,  Cent  Dig.  I  20;  Dee 
Dig.  I  at] 
Indiotmkut  aiid  Infobmation  (I  125)— Dufucitt.— An  indictment 
consisting  of  several  counts  was  not  duplicitous  because  of  r«feieiiee 
therein  to  other  counts  charging  differMit  offenses,  only  to  give  de- 
tails of  the  offense  diarged  in  the  counts  objected  to. 

[Bd.  Nota— For  other  eases,  see  Indictment  and  Information, 
Cent  Dig.  %%  884--400;  Dec  Dig.  I  12&] 

James  A«  Patten  and  otliers  were  indicted  for  alleged  vio- 
lation of  the  Sherman  Anti-Trust  Law  in  the  running  of  a 
ocNmer  in  cotton.  On  demurrer  to  indictment  Sustained  in 
pait. 
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[666]  Spoomr  and  Oottot^  for  defendanta  Brown,  Hayne, 
and  Sralcfl 

George  P.  Merrick  and  Henry  WoUman^  for  defendant 
Patten. 

Henrjf  A.  Wi$e^  U.  S.  Atty.  {FeUw  Frankfttrtefj  Clark 
McKereh^rj  and  Oliver  B.  Pagat^  of  oonnsel). 

Notes,  Circoit  Judge. 

This  is  an  indictment  in  eight  counts  charging  violations 
of  sections  1  and  2  of  the  federal  anti-trust  statute.  The 
first  four  counts  charge  conspiracies  to  monopolize  interstate 
trade  and  commerce;  the  second  and  fourth  containing  no 
ayerments  of  overt  acts.  The  fifth  count  charges  a  combina- 
tion, and  the  sixth  a  contract  in  restraint  of  such  trade  and 
commerce.  The  seventh  and  eighth  counts  charge  conspir- 
acies by  the  method  of  ^^ running  a  comer";  the  seventh 
count  alone  containing  allegations  of  overt  acts.  The  prin- 
cipal questions  raised  by  the  demurrers  and  motions,  and 
with  respect  to  which  the  sufficiency  of  different  counts  may 
be  tested,  are  as  follows:  (1)  Are  Uxe  counts  sufficient  which 
contain  no  averments  of  overt  acts?  (2)  Do  the  so-called 
^^ comer  counts"  charge  a  violation  of  the  statute?  (8) 
Does  the  third  count — the  "  power  "  count — state  a  conspir- 
acy to  monopolize  in  violation  of  the  statute?  (4)  Are  the 
fifth  and  sixth  counts  invalid  for  duplicity? 

1.  With  respect  to  the  first  question,  it  is  conceded  that  at 
common  law  the  unlawful  agreement  constituted  the  crime  of 
conspiracy  and  that  it  was  unnecessary  to  allege  or  prove 
any  act  done  in  furtherance  of  it.  In  many  of  the  states 
the  rule  of  the  common  law  has  been  changed  by  statute  and 
the  parties  to  the  unlawful  agreement  are  afforded  a  locus 
pcenitentiae.  They  must  do  an  act  to  effect  the  object  of  the 
agreement  before  the  offense  of  oonspiraqr  is  complete.  This 
change  in  the  common  law  is  not  confined  to  state  statutes. 
The  general  conspiracy  statute  of  the  United  States  (Bev. 
Stat  §  5440,  U.  S.  Comp.  St  1901,  p.  8676;  also  section  87, 
c.  821  of  the  Laws  of  .1909  [Act  March  4, 1909,  e.  t21,  §  87, 
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86  Stet  1906,  IT.  S.  Camp.  St  Supp.  1909,  p.  1402})  proviAea 
that  ^^  if  two  or  more  persons  conspire  *  *  *  to  commit 
any  offense  against  the  United  States  *  *  *  and  one  or 
more  of  such  parties  do  any  act  to  effect  the  object  of  the 
conspiracy  "  each  of  the  conspirators  shall  be  punished. 

But  unless  and  until  the  common-law  rule  is  <dxanged  by 
statute  it  is- clear  that  when  in  either  a  state  or  a  national 
enactment  the  offense  of  conspiracy,  either  general  or  spe- 
cific, is  created,  the  incidents  of  the  offense  at  conmion  law 
go  with  it.  The  term  ^  conspiracy  "  has  a  well-defined  com- 
mon-law meaning.  Congress  in  using  it  might  attach  limi- 
tations and  qualifications,  but  if  it  fails  to  do  so  the  common- 
law  definition  governs.  That  which  completes  the  common- 
law  offense  completes  the  statutory  offense.  ^  Congress  may 
as  well  define  by  using  a  term  of  a  known  and  determinate 
meaning  as  by  an  express  enumeration  of  all  the  particulars 
included  in  that  term."  United  States  v.  Smithy  5  Wheat. 
158, 169,  6  L.  Ed.  67. 

In  the  first  and  second  sections  of  the  federal  anti-trust 
statute  Congress  employed,  without  words  of  limitation,  the 
terms  "conspiracy**  and  "conspire"  in  creating  offenses 
affecting  interstate  commerce.  [667]  It  did  not  provide, 
as  in  the  general  conspiracy  statute,  that  overt  acts  should 
be  necessary  to  complete  the  offenses.  It  used  without  quali- 
fication terms  having  well-known  and  determinate  meanings, 
and  qualifications  cannot  be  added  by  construction.  The 
Anti-Trust  Act  is  independent  of  the  earlier  conspiracy  en- 
actment, and  the  latter  does  not  purport  to  be  a  statute  of 
definition.  While  the  offenses  which  it  is  directed  against 
require  overt  acts,  there  is  no  warrant  for  reading  its  limi- 
tations into  this  separate,  distinct  and  complete  enactment. 
Consequently  I  reach  the  conclusion  that  the  counts  con- 
taining no  averments  of  overt  acts  are  not  for  that  reason 
insufScient,  and  cannot  but  regard  such  conclusion  as  sup- 
ported  by  the  weight  of  authority.  United  States  v.  Kissel 
(C.  C.)  173  Fed.  828;  United  States  v.  Patterson  (C.  C.)  66 
Fed.  605.  See,  also.  United  States  v.  SfacAndrews  dk  Forbes 
Co.  (C.  C.)  149  Fed.  828;  cf.  United  States  r.  Reichert 
(C.  Q)  82  Fed.  142. 
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The  second  question  is  whether  the  so-called  *^  comer 
coonts  '* — the  seventh  and  eighth — state  acts  constrtuting  tIo* 
lations  of  the  anti-trost  statute.  These  counts  are  alike  with 
the  exception  of  the  statement  of  overt  acts,  and  each  may 
be,  broadly  speaking,  divided  into  three  parts,  wliidi  may  be 
thus  summarized : 

1.  The  charging  part  contains  a  general  charge  of  con- 
spiracy in  restraint  of  interstate  commerce,  with  the  usual 
formal  and  jurisdictional  averments. 

2.  The  second  part  contains  a  ^  description  of  the  trade  and 
commerce  to  be  restrained."  Under  this  head  it  is  stated^  in 
substance,  that  cotton  is  an  article  of  necessity  raised  in  the 
Southern  states,  which  moves  in  large  volume  in  interstate 
and  foreign  commerce,  and  that  it  is  bought  and  sold  upon 
the  New  York  Cotton  Exchange  to  such  an  extent  as  to  prac- 
tically regulate  prices  elsewhere  in  the  coimtry,  so  that  fu- 
ture sales  by  speculators  upon  such  exchange  of  more  than 
the  amoimt  of  cotton  available  at  the  time  of  delivery  would 
create  an  abnormal  demand  and  resultant  excessive  prices  in 
all  cotton  markets. 

A.  The  third  part  contains  a  ''  description  of  the  method 
devised  and  adopted  by  the  conspirators  for  restraining  the 
trade  and  commerce."  It  is  alleged,  at  the  outset,  that  the 
conspirators  were  to  restrain  trade  and  commerce  by  doing 
^^  what  is  commonly  called  running  a  comer  in  cotton."  Aver- 
ments then  follow  showing  how  the  oomer  was  to  be  brought 
about  and  its  effect,  which  may  be  thus  analyzed : 

1.  The  conspirators  were  to  make  purchases  from  specula- 
tors upon  the  New  York  Cotton  Exchange  of  quantities  of 
cotton  for  future  ddivery  greatly  in  excess  of  the  amoimt 
available  for  delivery  when  deliveries  should  become  due. 

2.  By  these  means  an  abnormal  demand  was  to  be  ci«ated 
on  the  part  of  such  sellers  who  would  pay  excessive  prices  to 
obtain  cotton  for  delivery  upon  their  contracts. 

8.  The  excessive  prices  prevailing  upon  the  New  York  Ex- 
change would  cause  similar  prices  to  exist  upon  other  cotton 
markets. 
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[668]  4.  ^  As  a  Aeoestsarf  and  unaroiclable  resolt  of  their 
acts,  said  conspirators  were  to  compel  ^  cotton  manufactur- 
ers throughout  the  countcy  to  pay  said  ezcessiye  ibices  to  ob- 
tain cotton  for  their  needs  or  else  curtail  their  operations. 

fi.  And  also,  as  "  a  necessary  and  unavoidable  result "  of 
said  acts,  an  unlawful  obstruction  would  be  put  upon  inter- 
state trade  and  commerce. 

The  offense  charged,  then,  is  a  conspiracy  in  restraint  of 
trade  through  the  operation  of  a  ^  comer,''  so  that  it  is  de- 
sirable, in  the  first  place,  to  briefly  examine  the  law  gov- 
erning that  kind  of  combination. 

tt  is  also  averred  that  the  alleged  unlawful  conspiracy  was 
^^  one  calculated  unlawfully  to  obstruct  said  interstate  trade 
and  commerce  in  such  a  manner  as  necessarily  to  cause  the 
closing  of  some  and  the  partial  closing  of  many  other  cotton 
mills  in  the  United  States  and  elsewhere.^' 

2.  An  allegation  that  a  conspiracy  is  one  ^^  calculated  "  to 
produce  a  certain  result  is  not  an  allegation  of  fact.  It  must 
be  treated  as  a  conclusion  drawn  by  the  pleader,  and,  conse- 
quently, these  allegations  cannot  be  regarded  as  adding  any- 
thing to  the  allegations  analyzed  in  the  text. 

8.  The  term  "corner^  is  thus  defined  and  described  in 
Eddy  on  Combinations  (vol.  1,  §§  72,  78) : 

"  Broadly  defined,  a  '  comer  *  is  the  securing  of  sach  control  of  the 
immediate  supply  of  any  product  as  to  enable  those  operating  the 
'comer'  to  arbitrarily  advance  the  price  of  the  product  *  •  * 
Ordinarily  a  '  comer '  is  created  by  operations  upon  boards  of  trade 
or  stock  exchanges,  and  by  dealings  in  '  options '  and  '  fnturea' " 

It  is  manifest,  however,  that  securing  control  of  the  supply 
of  a  conomodity  with  power  to  advance  prices  might  afford 
the  person  operating  a  comer  little  or  no  profit  unless  an 
accompanying  artificial  demand  could  be  created.  This  is 
effected,  as  is  illustrated  in  the  analysis  of  the  comer  in 
question,  by  purchases  of  futures  from  ^  short "  sellers.  Men 
who  have  nothing  to  deliver  sell  and  agree  to  deliver  upon  a 
certain  day  that  whidi  they  have  to  go  into  the  market  and 
Iwy*  If  tiie  inunediate  supply  is  controlled  they  can  only 
obtain  what  they  require  by  bidding  up  prices,  and,  in  the 
end,  if  the  comer  be  successful,  paying  whatever  its  operators 
may  dictate. 
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4.  Gonimi  lire  iUagaL  Thejr  are  combuftatiQna  conttaiy  to 
public  policy,  And  all  contnuete  ead  imdertaJdiigs  in  support 
thereof  are  void.  1  Eddy  00  Gombinationsy  §  81;  Green* 
hood  on  Pub.  PoL  p*  642,  and  cases  cited  in  botb  treatises. 
But  while  a  comer  is  illegal  because  it  is  a  combiiiAtiou  which 
arbitrarily  controls  the  prices  ot  %  commodity,  it  eaimoti 
strictly  q>eaking,  be  called  a  combination  in  restraint  of 
competition.  On  the  confirrary,  the  bidding  up  of  the  prices 
inddent  to  the  creation  of  a  corner  necessarily  increases  com- 
petition* Activity  in  trade,  temporarily,  at  least,  follows 
increased  demand.  Eyerything  tends  to  stimulate  ix»npe- 
tition,  although  abnormally  and  feyerishly.  A  comer  is 
altogether  wrong,  both  from  a  1^1  a(nd  an  economical  stand- 
point, but  it  would  seem  to  be  condemned  by  other  principles 
[669]  of  public  policy  than  those  particularly  relating  to 
combinations  in  restraint  of  competition. 

It  is  dear,  upon  the  foregoing  principles,  thfst  the  com- 
bination described  in  these  counts  is  negatiyely  illegal  with* 
out  any  prohibitory  statute  and  would  be  positively  unlawful 
in  any  state  having  a  statute  against  comers;  But  upon 
equally  well-«etded  principles  it  is  manifest  that  the  com- 
bination is  not  in  violation  of  the  federal  anti-trust  statute 
unless  it  obstructs  the  current  of  interstate  commerce.  Ob- 
viously this  combination  does  not  belong  to  that  class  of  com* 
binations  in  wfaidi  the  members  are  engaged  in  interstate 
commerce  and  enter  into  an  agreement  in  restraint  of  compe- 
tition. As  just  pointed  out,  it  is  more  than  doubtful  whether 
a  combination  to  run  a  comer  restrains  competition  at  all.' 

*It  Is  arged  in  the  goTemmeufa  brief  that  it  is  immatedal  that, 
from  an  economic  standpoint,  a  comer  may  stimulate  and  not  restrain 
trade.  It  is  said  that  the  determination  whether  a  combination  is  a 
conspira(*y  in  restraint  of  trade  is  not  to  be  made  from  an  economic 
point  of  view,  but  must  be  considered  altogether  from  a  legal  stand- 
point, and  the  decision  of  the  Circuit  Court  of  Appeals  for  this  circuit 
in  PennaylviMia  Sugar  Refining  Co,  t.  Am.  Bugar  Refining  Oo.f  106 
Fed.  254,  266,  92  a  a  A.  818,  is  quoted  to  the  effect  that  a  con^ira^ 
may  be  in  restraint  of  trade,  although  such  a  conspiracy  "may 
actually  develop  and  increase  trade."  But  in  that  case  the  court  was 
speaking  of  acts  and  agreements  in  restraint  of  competition  and  it 
was  pointed  out  that,  as  the  law  regards  con^pejtition  as  the  life  of 
trade,  anything  which  restrains  competition  must,  from  the  legal 
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And  if  oompetitioci  be  affected,  still  none  of  iiiese  oonftpira- 
tors— so  far  as  appears-^^oes  an  interstate  businesa  It  ia 
therefore  unnecessary  to  examine  the  many  cases  cited  from 
the  Supreme  Court  and  other  federal  trilmnals  where  what 
may  be  termed  ^  voluntary  "  restraints  of  trade  have  been 
created ;  i.  e.,  where  persons  engaged  in  interstate  trade  have 
entered  into  combinations  affecting  it.  The  combination  in 
question,  if  it  be  in  violation  of  the  statute,  is  so  bearase  it 
is  an  ^involuntary"  restraint  of  trade;  L  e.,  it  b  a  con* 
spiracy  entered  into  by  persons  not  engaged  in  interstate 
commerce,  which  has  the  effect  of  preventing  other  persons 
from  freely  engaging  in  it 

The  principal  case  relating  to  a  conspiracy  upon  the  part 
of  outsiders  to  place  obstructions  in  the  way  of  t^e  canying 
on  of  interstate  trade  in  violation  of  the  anti-trust  statute  is 
Loewe  v.  Lawlor^  208  XT.  S.  274,  800,  28  Sup.  Ct  801,  809, 
62  L.  Ed.  488.  Tliat  case  was  presented  upon  a  demurrer  to 
a  complaint  which  averred  ^^  that  there  [670]  was  an  exist- 
ing trajfic  between  plaintiffs  and  citizens  of  other  states,  and 
that  ior  the  direct  purpose  of  destroying  such  interstate  traffie 
defendants  combined  "  to  prevent  all  interstate  transporta- 
tion of  the  goods  manufadbured  by  the  plaintiff.  The  Su* 
preme  Court  held  that  the  complaint  was  sufficient  and  that 
the  alleged  combination  was  in  direct  restraint  of  interstate 
trade.  Pefmsylvama  Sugar  Refining  Oo.  v<  American  JBugof 
Refining  Co.,  186  Fed.  254,  92  C.  O.  A.  818,  already  referred 

standpoint,  necessarily  restrain  trade,  althongh  actual  conditions  of 
business  might  be  sucb  that  the  opposite  result  would  be  likely  to 
follow.  Thus  a  conspiracy  upon  the  part  of  persons  interested  in  one 
manufactory  to  obtain  control  of  a  competing  company  and  put  it 
out  of  business  would  be  in  restraint  of  trade,  although  it  might  be 
shown  tliat  with  competition  eliminated  the  volume  of  business  would 
be  increased.  The  decision  referred  to,  however,  affords  no  support 
fbr  the  proposition  that  when  the  conspiracy  under  consideration  is 
one  among  outsiders,  and  is  only  unlawful  because  it  places  obstruc- 
tions in  the  way  of  trade  and  commerce,  it  is  Immaterial  that  it  may 
actually  place  no  obstructions  therein.  In  such  a  case  there  is  no 
dilference  between  the  economical  and  the  legal  standpoint  Unless  a 
conspiracy  of  such  a  nature  actually  affect  the  volume  of  trade,  or 
the  f^reedom  with  which  it  may  be  carried  on«  a  restraint  upon  trade 
cannot  be  said  to  be  imposed. 
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to,  is  a  csfle  aomewhat  diffwent  in  its  nature  from  Loewe  t« 
LawUyr.  In  that  case  it  was  averred  that  a  conspiracy  was 
fonned  in  the  interest  of  one  manufacturing  company  to 
obtain  control  of  a  competing  corporation  for  the  purpose  of 
preventing  it  frcnn  engaging  in  business,  and  it  was  held  that 
"  a  conspiracy  to  prevent  the  manufacturer  who  procures  his 
supplies  and  disposes  of  his  products  by  means  of  interstate 
commerce  from  engaging  in  business  at  all  necessarily  places 
restraints  upon  sudi  commerce.''  The  element  of  the  elimina- 
tion of  competition  was  present  in  the  Pemn^lvania  Gon^ 
pony  ease  and  was  not  present  in  the  Loewe  coBe^  but  this 
does  not  alter  the  fact  that  the  decision  in  each  case  was 
distinctly  that  the  combination  in  question  directly  restrained 
interstate  commerce  because  its  object  and  purpose  were  to 
prevent  manufacturers  having  interstate  business  fn»n  cim- 
tinning  to  carry  it  on. 

6.  Bearing  the  principle  of  these  cases  in  mind,  let  us  con- 
sider the  fundamental  question  whether  the  omspiracy  to 
^*run  a  comer"  described  in  the  indictment  directly  re- 
strained interstate  commerce.  No  other  restraint — as  is  well 
settled  by  numerous  authorities — ^would  contravene  the  act 

Now  there  are  no  allegations  in  the  present  indictment,  as 
there  were  in  the  Loewe  and  Pewneylvamia  cases,  that  the 
purpose  of  the  ccmsj^racy  was  to  restrain  interstate  com- 
merce. No  intent  to  obstruct  such  commerce  is  averred.  But 
it  is  said  by  the  government  that  the  parties  to  a  conspiracy 
are  presumed  to  intend  the  necessary  Stnd  inevitable  conse- 
quences of  their  acts.  Assuming  that  this  is  so  and  that  it 
is  unnecessary  to  allege  any  specific  intent  in  diarging  an 
offense  under  this  statute,  we  must  turn  to  see  what  t^  in- 
dictmoit  says  are  the  ^  necessary  and  unavoidable  results '' 
of  the  acts  of  the  conspirators  in  ^  running  a  comer  in  cot- 
ton." And  in  making  such  examination  we  must  also  assume 
that  the  allegations  of  the  results  to  follow  the  conspiracy  are 
more  than  the  conclusions  or  eeonomic  theories  of  the  pleader 
and  amount  to  allegationB  of  fact  But  we  must  likewise 
bear  in  mind  that  the  indictment  does  not  specifically  allege 
that  the  conepiraoy  directly  obstructed  interstate  commerce. 
The  necessary  and  unavoidable  result  of  the  acts  stated  mi^t 
be  an  obstruction  to  interstate  commerce  without  it  following 
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tbat  the  effect  apoa  sach  comioezce  wopld  be  direct  Hie  in-* 
direct  consequeaces  of  actB  saay  be  as  unikyoidable  as  the 
direct  results.  Consequeiitly,  while  I  will  accept  as  allega- 
tioDS  of  fact  the  averments  of  the  indictmeint  oonoemiBg  the 
necessary  and  unavoidable  results  of  the  acta  of  the  conspira- 
tors,  I  cannot  consider  such  averments  as  precluding  exam- 
ination into  the  question  whether  it  appears  that  the  direct, 
as  distinguished  friHn  the  [671]  indirect,  inddental,  or  re- 
mote, effect  of  the  alleged  con^iracy  was  to  restrain  or  ob^ 
struct  interstate  commerce. 

Manifestly  the  result  which  the  conspiratcnrs  aimed  at  was 
to  compel  speculators  short  of  cotton  to  settle  at  abnormally 
high  prices;  a  process  sometimes  called  ^^  squeezing  the 
shorts."  Manifestly,  also,  the  raising  of  prices  in  other  cot- 
ton markets  than  the  New  York  Cotton  Exchange  was  in 
itself  no  part  of  the  scheme  of  the  conspirators.  Still,  prices 
of  cotton  are  so  correlated  that  it  may  be  said  that  the  direct 
result  of  the  acts  of  the  conspirators  was  to  be  the  raising  of 
the  price  of  cotton  throughout  the  country.  But  it  does  not 
follow,  in  my  opinion,  that  because  exceedingly  high  prices 
of  cotton  were  to  be  brought  about  interstate  conmieroe  was 
to  be  directly  affected  and  obstructed.  On  the  contrary,  it 
seems  clear  that  any  effect  upon  intei-state  commerce  in  the 
way  of  curtailing  diipments  or  otherwise  would  have  been 
merely  incidental  to  the  high  prices. 

6.  The  broad  contention  of  the  government  is  that  any 
combination  which  interferes  with  the  right  of  the  manu- 
facturer to  pmrchase  a  commodity  moving  in  interstate  c<Hn- 
merce  at  prices  determined  by  the  competitive  law  of  normal 
market  conditions  directiy  restrains  interstate  commcaroe  and 
violates  the  federal  anti-trust  statute.  I  cannot  assent  to 
this  proposition.  There  is  no  direct  relaticm  between  prices 
and  interstate  commeroe.  The  volume  of  shipments  does  not 
necessarily  depend  upon  the  lowness  of  pricea  Innumerable 
other  factors  enter  into  the  problem.  The  continuation  of 
normal  market  conditions  might  cht  might  not  curtail  inters 
state  commerce.  But  if  it  were  curtailed  by  upset  market 
conditions  that  which  produced  such  result  would  still  only 
indirectiy  affect  such  oonunerce. 
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Let  us  test  the  strength  of  the  govenmient^s  contendons  in 
the  application.  A  general  strike  among  employees  in  cot- 
ton mills  might  cause  manufacturers  ^  wholly  to  close  and 
cease  to  operate  their  several  factories."  As  a  result  inter- 
state shipments  of  cotton  would  be  curtailed,  but  such  a  com- 
bination would  fall  far  short  of  that  denounced  in  Loewe  r. 
LatoloTy  mpra.  A  conspiracy  among  "  night  riders  "  to  bum 
tobacco  warehouses  might,  if  carried  out,  increase  prices  and 
would  ahnost  ^unavoidably  and  necessarily"  diminish  the 
volume  of  possible  interstate  shipments.  Still  such  a  con- 
spiracy would  be  left  to  the  states  for  punishment  The  di- 
rect result  would  be  injury  to  the  warehouse  owners.  The 
effect  upon  interstate  commerce  would  be  incidental  and  in- 
direct A  conspiracy  might  be  formed  to  injure  the  credit  of 
persons  engaged  in  mercantile  business  which  might  be  so 
extensive  as  to  cause  failures  and  a  consequent  material  dimi- 
nution in  the  volume  of  interstate  shipments.  But  the 
direct  effect  of  the  conspiracy  wbuld  be  the  injury  to  the 
merchants,  and  the  effect  upon  interstate  commerce  would  be 
altogether  remote.  Many  other  illustrations  might  be  given. 
These,  however,  are  sufficient,  in  my  opinion,  to  demonstrate 
the  unsoundness  of  the  government's  contention.  For  these 
reasons,  I  reach  the  conclusion  that  the  so-called  ^^  comer 
counts  "  fail  to  show  any  direct  effect  upon  interstate  com- 
merce, and  consequently  fail  to  charge  violations  of  the 
statute. 

[67S]  The  next  question  is  whether  the  third  count  charges 
a  violation  of  the  statute.  The  offense  charged  in  this  count 
is  a  conspiracy  ^  to  monopolize  by  the  method  in  this  count 
of  this  indictment  hereafter  set  forth  a  part  of  the  trade  and 
commerce  among  the  several  states,"  and  the  material  aver- 
ments with  respect  to  such  method  are  as  follows: 

**  Said  conspirators  were  to  become  members  of  and  engaged  in  an 
onlawful  combination  in  the  form  of  an  agreement,  nnder  which  they 
were  •  ♦  •  severally  to  purchase  •  •  ♦  cotton  ♦  •  •  so 
much  that  together  they  would  «  ^  *  hare  enongh  *  *  *  eot« 
ton  *  ^  *  to  enable  them  ^  *  *  to  control  the  price  of  sooh 
cotton*  and  severally  to  demand  arbitrary,  excessive  and  monopolistic 
prices  for  the  same  upon  the  sale  thereof  by  them  respectively  to 
Qkinners  and  manufacturers  other  than  said  oomqrirators.    «••*•' 
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This  count  is  spoken  of  in  the  briefe  as  the  power  count, 
and  it  is  claimed  by  the  goyemment  to  charge  a  conspiracy 
to  monopolize  by  acquiring  enough  cotton  to  give  power  to 
fix  arbitrary  and  excessive  prices. 

7.  It  is  undoubtedly  true,  under  the  law  as  it  stands,  that 
trade  and  commerce  are  ^^  monopolized  "  within  the  meaning 
of  the  federal  statute,  when,  as  a  result  of  efforts  to  that  end, 
such  power  is  obtained  that  a  few  persons  acting  together 
can  control  the  prices  of  a  commodity  moving  in  interstate 
commerce.  It  is  not  necessary  that  the  power  thus  obtained 
should  be  exercised.    Its  existence  is  sufficient. 

8.  Aj3  just  indicated,  however,  the  power  of  control 
amounting  to  a  monopoly  must  be  held  by  persons  acting  in 
concert  No  monopoly  exists  when  individuals,  each  acting 
for  himself,  own  large  quantities  of  a  commodity.  Under 
such  conditions  none  of  the  evils  of  monopoly  is  present 
The  inherent  and  collateral  power  incident  to  concerted  ac^ 
tion  is  absent.  It  is  true  that  the  individuals  might  unite 
and  create  a  monopoly,  but  they  might  not,  and  until  they 
do  there  is  no  monopoly. 

9.  A  conspiracy  to  monopolize  is  a  conspiraqr  to  create  a 
monopoly,  and  unless  it  appears  from  the  indictment  that 
the  conspiracy  in  question,  if  successfully  carried  out,  would 
have  resulted  in  a  monopoly,  no  violation  of  the  federal  stat- 
ute is  charged.  And  here  is  where  the  allegations  are  lack- 
ing. Construing  them  fairly,  it  cannot  be  said  that  it  is 
averred  that  these  defendants,  as  the  result  of  this  conspiracy, 
were  to  have  anything  more  or  other  than  individual  power 
to  demand  monopolistic  prices.  It  is  alleged  that  purchases 
of  cotton  were  to  be  made  ^^  severally  "  of  such  amounts  that 
the  defendants  could  ^^  severally  "  demand  arbitrary  and  ex- 
cessive prices  upon  the  sale  thereof  by  them  ^'  respectively." 
I  cannot  find  any  clear  allegations  of  collective  power.  The 
power  to  control  prices  which  this  conspiracy  was  to  put  into 
the  hands  of  the  defendants  was  several  and  not  joint — a 
power  over  individual,  Imd  not  over  aggregate,  possessions — 
and  if  they  had  obtained  it  they  would  not  have  obtained  a 
monopoly.  The  offense  charged  is  not  a  conspiracy  to  create 
a  monopoly,  but  a  conspiraqr  to  give  persons  power  to  create 
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one  if  they  should  desire  to  do  so  ai^d  should  enter  into  a 
further  agreement  to  [673]  that  end.  And  while  it  was  not 
necessary,  in  my  opinion,  under  the  law  as  it  now  stands,  to 
allege  that  the  defendants  exercised  the  power  to  control 
prices,  it  was  necessary  to  state  some  agreement  among  them 
that  they  would  act  together  should  there  be  occasion  for  so 
doing. 

The  federal  Anti-Trust  statute  is  a  powerful  instrument  for 
the  protection  of  the  people  from  combinations  and  monop- 
olies. But  it  is  a  stringent  statute  which  is  carried  far  when 
it  is  used  as  the  basis  of  a  criminal  prosecution  of  persons 
for  conspiring  to  monopolize  by  obtaining  power  over  prices 
without  changing  any  intention  to  exercise  such  power  by 
fixing  prices.  And  when  such  a  prosecution  is  had,  a  court 
is  not  drawing  refined  distinctions  nor  insisting  upon  techni- 
calities when  it  requires  the  indictment  to  charge  clearly  and 
unmistakably  that  the  object  of  the  conspiracy  was  to  put 
such  power  of  monopoly  into  the  hands  of  the  defendants 
acting  collectively  and  not  eadi  for  himself.  Doubt  as  to  the 
meaning  of  the  indictment  in  such  a  case  should  be  resolved 
against  the  government. 

10.  The  final  question  to  which  it  is  necessary  to  give  any 
extended  consideration  is  whether  the  fifth  and  sixth  counts 
are  subject  to  the  objection  of  duplicity  because  they  each 
charge  the  commission  of  two  substantive  offenses.  The  de- 
fendants contend  that  the  fifth  count  charges  a  combination 
in  restraint  of  trade,  and  then  bring  in  by  reference  all  the 
material  allegations  of  the  first  count,  which  charges  a  c<mi- 
spiracy  in  restraint  of  trade,  and  therefore  it  is  urged  that 
there  is  a  misjoinder  of  two  crimes  in  one  count.  Similar 
cohtentions  are  made  with  respect  to  the  sixth  count.  In 
my  opinion  the  contentions  of  the  defendants  are  not  well 
founded.  Beferring  to  the  charging  part  of  each  count  it 
will  be  found  that  only  a  single  offense  is  charged  agiainat  the 
defendants  and  the  references  in  other  parts  of  the  counts 
are  only  for  the  purpose  of  giving  details  of  the  offenses 
charged. 

The  grounds  of  the  demunrersi  and  motione  to  quash  which 
have  not  been  already  noticed  seem  not  to  require  diacuasien. 
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The  demurrers,  so  far  as  directed  against  the  third,  fourth, 
seventh,  and  eighth  counts  of  the  indictment  are  siistained, 
and  in  other  respects  are  overruled.  The  motions  to  quash 
are  denied. 


[92]  UNITED  STATES  v.  SWIFT  ET  AL.  (three  cases).* 
(District  Court,  N.  D.  lUinois,  B.  D.    Hay  12,  mi.) 

[188  Fed  Bep.,  02.] 

OOXTBTS     <§    91) — ^PBEViOUS    DECISIONS — SHKBMAN    AWTI-THtTBT    AOT — 

Vauditt  o»  Gkimival  Pbovisionb. — Sberman  Anti-lYtiBt  Act  July 
2,  1890,  c.  647,  26  Stat  209  (U.  8.  Oomik.  St  1901,  p.  3200),  Ui  pri> 
maiily  a  criminal  statute,  prohibiting  certain  acts  as  nnlawfai  re- 
straints and  monopolies  ot  interstate  trade  and  commerce  and 
prescribing  the  punishment  therefor,  the  jurisdiction  conferred  on 
Circuit  Courts  as  courts  of  equity  by  section  4  to  "prevent  and 
restrain  irlolations  of  this  act"  being  made  dependent  on  the  pre- 
ceding criminal  sections  and  confined  to  preventing  tlie  casrying 
out  of  that  which  is  declared  in  the  prior  sections  to  be  criminal 
Therefore  every  decision  of  the  courts  sustaining  an  injunction 
granted  under  such  section  has  necessarily  determined  that  the  pre- 
ceding sections  are  valid,  and  that  the  things  enjoined  were  cilmes, 
and  in  view  of  the  numerous  decisions  of  the  Supreme  Court  up- 
holding sudi  injunctions  the  validity  of  the  criminal  secttont  Is  no 
longer  open  to  question  in  the  inferior  courts.* 

[Ed.  Note. — For  other  cases,  see  Courts,  Coit  Dig.  i  825;  Dec. 
Dig.  f  91.] 

Indictment  and  Infobmation  (8  126) — ^Duplicitt— Combinations  in 
Bkstbaint  of  Intebstahe  Commebck. — ^An  indictment  diarging  a 
combination  in  restraint  of  interstate  commerce  in  vtodation  of 
Anti-Trust  Act  July  2,  1890,  c.  647,  I  1,  26  Stat  209  (U.  S.  Comp. 
St  1901,  p.  3200),  is  pot  bad  for  duplicity  because  it  charges  and 
enumerates  ditferent  means  adopted  or  ditferoit  things  done  to 
accomplish  the  object  of  the  combination. 

[Bd.  Note. — For  other  cases,  see  Indictment  and  Information; 
Cent  Dig.  SS  360-371;  Dec.  Dig.  »  126.] 

MoNOFOLiss  (f  81) — Combination  in  Rksteaint  or  iNTSBOTATfe  Oom- 
MJDiOB— Cbiminal  Pbo8Sci7Tion&— Indiotmbnt.— Ab  indictment  for 
a  combination  in  restraint  of  interstate  commerce  in  violation  of 

•For  opinion  on  the  pleas  of 'Immunity  (186  Fed.  Bep.,'lQQ2)k  see, 
oiKe,  p.68.  '  i  :■  !  ■ 

>  Syllabus  copyrighted,  1911,  by  West  Publishing  Company. 


Digitized  by  VjOOQIC 


SarnabQ& 

Astl-Ti'tet  Act  July  2,  1890,  e.  M7,  I  1,  2e  Stat  200  (IT.  8.  Oottip. 
St  1001,  p.  8200),  betwe^D  deCendanti  as  representetlves  of  three 
dilliereiit  iMMklng  concerns,  whldi  charges  that  each  conoem  was 
reppoBcateft  bf  certain  inSlTiaiials,  each  one  of  whom  was  aathor* 
iMd  to  act  ft>r  the  others  of  hts  ''gMup"  and  that  the  word 
**gtonp^  as  need  therein  is  Intended  to  apply  to  any  or  all  df  the 
members  of  the  particular  group,  is  sufficiently  specific  iHiere  it 
Charges  that  acts  were  done  by  a  particular  group  without  aterring 
that  each  particular  member  of  such  group  individually  took  part 
therein. 

(Bd.  Note.— ITor  other  cases»  see  Monopi^es,  Oeoii^  Dig.  I  20; 
Dec.  Dig.  I  31.] 

[08]  Monopolies  (S  31) — Ck>MBiNATioN  izr  BssTSiLiNT  or  Irtebscatb 
Ck>MMXBOB. — An  indictment  for  a  combination  in  restraint  of  inter- 
state commerce  in  violation  of  Anti-Trust  Act  July  2,  1800,  c.  647, 
1 1,  26  Stat  200  (U.  S.  Gomp.  St  1001,  p.  8200),  which  charges  that 
defendants  were  officers  of  certain  corporations  which  they  man- 
sged  and  controlled,  dlrectUig  the  corporate  action,  and  that  the 
groups  of  defendants  representikig  the  several  corporations  Sobk 
bined  together  to  do  the  illegal  acts,  sufficiently  charges  defendants 
as  individuals. 

[Bd.  Note. — For  other  casee^  see  Monopolies,  Cent  Dig.  S  20^ 
Dec.  Dig.  i  81.1 

MoNOPouES  (I  81) — Violation  or  Anti-Tbxtbt  Aop— iNDHonoENT.— An. 
indictment  which  charges  acts  constituting  a  contract  combina- 
tion, or  conspiracy  in  restraint  of  interstate  commerce  in  yfolatlon 
of  Anti-Trust  Act  July  2, 1800,  c.  647,  S  1,  26  Stat  200  (U.  S.  Comp. 
St  1001,  p.  8200),  is  good  whether  such  acts  are  alleged  to  eeiiBti- 
tute  a  cootnict  combination  or  conflpiracy. 

[Hd.  Note. — ^For  other  cases^  see  Monopolies,  Gent  Dig.  S  20;  Dee. 
Dig.  I  81.] 

tMiarutsn  and  Infobmation  (i  60)— Bcqttesitbb  anb  StnmciENcr 
«r  AootmATtoN^--An  indictment  is  sufficient  when  it  contains  a  sub^ 
stantial  accusation  of  crime  and  its  statements  fomiah  the  accused 
wdth  soch  a  description  of  the  d^irge  against  him  as  will  enable 
him  to  make  his  defense  and  avail  Umself  of  his  conviction  or  ac» 
Quittal  for  protection  against  further  prosecution  for  the  same 
offense,  and  when  from  Jt  the  court  can  determine  that  the  facts 
charged  are  sufficient  in  law  to  support  a  conviction. 

(Bd.  Nots.— For  other  cases,  see  Indictment  and  Information, 
Gent  Dig.  1 180;  Dec.  Dig.  I  00.] 

MoNOPQUis  (f  81)— Antx-Tkubt.  Act— OnrENSBs.^An  indictment  al* 
leging  f^cts  which  diow  that  defendants  control  three  extensive 
packing  concerns  doing  an  interstate  business  and  controlling  the 
targer  part  of  the  business  in  the  states  ih  which  they  operate;  that 
the^  hi.Te  eombliMd  together  iM  a  plsn  to  eliminate  competitioii  t^ 
tweed  sQflii  ceiaeenis  by  an  agreemsoft  not  to  bid  agalBst  each  i 
06825^— VOL  4—17 19 
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tor  liTe  stock,  bat  to  bid  exactly  Uie  same  amounts  for  Uke  gndes, 
and  by  fixing  a  Dniform  selling  price  to  be  charged  by  each,  and 
apportioning  among  themselTes  the  total  business  done  according 
to  the  financial  interest  of  eachr— charges  a  contract  cond>ination  or 
conspiracy  in  restraint  of  interstate  commerce  in  violation  of  Sher- 
man Antl'Trust  Act  Jnly  2,  1890,  e  647,  i  1,  26  SUt  209  (U.  S. 
Oomp.  St  1901,  p.  8200). 

(Bd.  Note. — For  other  cases,  see  Monopolies,  Gent.  Dig.  i  20; 
Dec.  Dig.  i  SI.] 

Proceedings  by  indictments  against  Louis  F.  Swift  and 
others.    On  demurrers  to  indictments.    Overruled* 
See,  also,  186  Fed.  1002. 

Geo.  W.  Wickersham^  Atty.  Gen,,  Edwin  Tf .  Sims^  U.  S. 
Atty.,  Wm.  S.  Kenyon^  James  E,  WUkerson^  Pierce  Butler^ 
James  M.  Sheean,  Oliver  E.  Pagaaiy  Ehoood  O.  QcAman^ 
and  Barton  Oomeau^  for  the  United  States. 

John  S.  MiUer^  Moritz  Rosenthal^  Levy  Mayer^  Oeorge  T. 
Bucicingham^  M.  TF.  Borders^  Albert  Veeder^  Henry  Veeder^ 
Alfred  R.  Urioriy  and  Ralph  Grews^  for  defendants. 

Cabpbkter,  District  Judge. 

First  I  will  dispose  of  the  contention  that  the  provisions 
of  the  Sherman  Act  (Act  July  2, 1890,  c.  647,  [9*1  26  Stat. 
309  [tJ.  S.  Comp.  St.  1901,  p.  8200]  are  "  too  indefinite  and 
uncertain  in  defining  the  elements  or  constituents  of  the 
crime  to  justify  the  indictments,  and  punishment  thereunder 
by  imprisonment  or  fine.'* 

1.  In  this  connection  I  may  say  that  great  skill  and  ability 
have  been  exhibited  by  the  counsel  for  the  defendants  in 
analyzing  the  various  decisions  of  the  Supreme  Court  of  the 
United  States  which  have  passed  upon  the  Sherman  Act.  In 
the  view  which  I  take  of  those  decisions,  it  will  not  be  neces- 
sary for  me  to  determine  whether  the  Congress  of  the  United 
States  meant  exactly  what  it  said  in  passing  that  act,  or 
whether  its  meaning  was  to  depend  upon  judicial  construc- 
tion. If  the  matter  had  come  to  me  as  an  original  propoid- 
tiooy  I  would  be  obliged  to  say,  having  due  regard  to  tbd 
fhtae  independent  branches  of  our  gov^^nment,  that  the  sble 
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power  to  make  the  law  rested  with  the  legislatiTe  brandy 
and  that  the  sole  power  of  the  courts,  being  satisfied  that 
the  legislatiye  body  had  not  exceeded  its  constitutional  au- 
thority, was  to  interpret  and  enforce  the  law  as  made;  that 
the  power  of  the  courts  is  to  interpret,  rather  than  to  create, 
a  law.  This  statute  defines  the  acts  declared  to  be  unlawful 
in  simple  English.  The  purpose  of  the  act,  when  ascer- 
tained from  the  language  used,  is  as  clear  as  may  be.  The 
legislatiye  purpose  inspiring  its  passage  is  interesting  as  a 
matter  of  history,  but  in  the  absence  of  ambiguity  or  un- 
ceitainty  in  the  words  or  phrases  used,  is,  legally  speaking, 
at  least  unimportant  Canons  of  construction  and  means 
used  commonly  by  the  courts  to  determine  legislative  intent 
senre  only  to  confuse  when  that  intent  is  clearly  expressed. 
Bules  of  construction  serve  no  good  purpose  when  there  is 
nothing  to  construe.  Courts  ought  not  to  interpret  that 
which  has  no  need  of  interpretation,  and,  when  the  words 
of  a  statute  have  a  definite  and  precise  meaning,  to  go 
dsewhere  in  search  of  conjecture  in  order  to  restrict  or 
extend  the  meaning.  Statutes  and  contracts  should  be  read 
and  understood  according  to  the  natural  and  most  obvious 
import  of  the  language,  without  resorting  to  subtle  and 
forced  construction  for  the  purpose  either  of  limiting  or 
extending  their  operation.  Beardstovm  v.  Virginia^  76  111. 
40.  Courts  are  not  concerned  with  the  advisability  of  legis- 
lation, viewed  either  from  a  political  or  economical  stand- 
point; and  it  would  seem  unnecessary  to  observe  that,  acting 
within  the  limits  of  the  Constitution,  the  Congress  of  the 
United  States  is  supreme  and  independent  Its  enactments 
represent  the  law  until  they  are  repealed. 

However  that  may  be,  the  statute  now  under  consideration 
has  been  the  subject  of  decision  for  20  years.  The  Supreme 
Court  of  the  United  States  many  times  has  sustained  decrees 
which  restrained  violations  of  it.  The  individual  justices  of 
that  court  have  differed,  not  on  the  constitutional  power  of 
Congress  to  pass  a  penal  statute  relating  to  interstate  com- 
merce, but  as  to  whether  or  not  a  given  case  has  oome  within 
its  condemnation.  In  four  cases  at  least  a  decree  or  judg- 
ment based  upon  that  statute  was  sustained  by  that  court, 
and  without  dissent    Montague  v.  Lovrry^  19Z  U.  S.  38,  21 
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Sup.  Ct  807, 48  L.  Ed.  608;  Loewe  v.  ZatrZor,  308.  U.  S.  274, 
28  Sup.  Ct  301,  52  [96]  L.  Ed.  488;  Addyntan  Pipe  db  Steel 
Co.  V.  Uniied  States,  175  U.  S.  211,  20  Sup.  Ct  96, 44  L.  Ed. 
186 ;  Stoift  dt  Co.  y.  United  States,  196  U.  8.  875,  26  Sup.  Ct 
276, 49  L.  Ed.  518. 

The  Shennan  Act  is  entitled  *'An  act  to  protect  trade  and 
commerce  against  unlawful  restraints  and  monopolies."  It  is 
essentially  a  penal  statute.  Sections  1,  2,  and  8  declare  what 
is  illegal,  and  provide  for  punishment  in  case  of  riolation. 
Section  4  declares  that: 

''The  several  Olrcnlt  Courts  of  the  United  States  are  invested  with 
Jnrisdiction  to  prevent  and  restrain  violations  of  this  act,  and  it  shan 
be  the  duty  of  the  several  district  attom^s  of  the  United  States,  in 
their  respective  districts,  under  tibe  direction  of  the  Attorney  General, 
to  institute  proceedings  in  equity  to  prevent  and  restrain  such  yida- 
tiona    ♦    ♦    ♦» 

Section  7  provides: 

"Any  person  who  shall  be  injured  in  his  business  or  property  by 
any  other  person  or  corporation  by  reason  of  anything  forbidden  or 
declared  to  be  unlawful  by  this  act,  may  sue  in  any  Circuit  Court  of 
the  United  States  *  *  *  and  sbaU  recover  threefold  dainages 
by  him  sustained,  and  the  costs  of  suit,  including  a  reasonable  attor- 
ney's fee.** 

Congress  aimed  effectually  to  prevent  restraint  of  trade 
in  interstate  commerce.  It  had  constitutional  power  to  ac- 
complish this  purpose  by  making  restraints  of  trade  criminal 
acts;  or,  without  making  them  criminal,  by  empowering  the 
United  States,  as  complainant,  to  secure  injunctions  against 
acts  which  constitute  restraints  of  trade,  or  by  doing  both. 
By  passing  the  Sherman  Act  it  did  both.  The  result  could 
have  been  accomplished  in  several  way&  Congress  could 
have  enacted  two  separate  statutes,  the  one  providing  that 
acts  done  in  restraint  of  trade  should  be  criminal  and  pun- 
ished as  such ;  the  other  providing  that  the  condenmed  acts 
should,  on  tiie  application  of  the  government,  be  enjoined 
in  the  civil  courts.  It  could  have  passed  one  statute  instead 
of  two,  and  provided  in  one  section  that  the  various  acts  in 
restraint  of  trade  sliould  be  criminal,  and  punished,  and  in 
the  second  section  have  declared  that  tiie  same  acts  in  re- 
straint of  trade  cpuld,  on  the  application  of  the  govenuuent, 
be  enjoined. 
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If  it  Imd  p«68ed  two  aepaittte  statutes,  then  dearij}  and  if 
it  had  passed  om  statute,  then  possibly,  the  two  statutes 
and  tbe  two  sections  respectively  would  be  construed  inde- 
pendently of  each  other.  As  to  the  two  statutes,  this  re- 
quires no  discussion.  As  to  the  single  statute,  if  it  combined 
both  remedies  it  could  not  be  called  primarily  a  criminal 
statute  or  primarily  a  ciyil  statute.  The  two  essential  ob- 
jects obviously  would  be  distinct,  and  each  would  be  tested 
by  its  own  language  in  determining  its  constitutionality* 
In  that  event  it  could  be  argued  that  the  criminal  section, 
worded  broadly  as  in  the  Sherman  Act,  was  not  specific 
enough ;  that  it  did  not  declare  the  exact  nature  of  the  offense, 
and  that  no  one  could  know  in  advance  what  the  law  con- 
demned, and  therefore  no  indictment,  or  at  any  rate  no  in- 
dictment in  the  langua^  of  the  statute^  would  be  valid.  And 
this,  notwithstanding  the  fact  that  the  civil  statute  would  not 
be,  for  the  purpose  of  an  injunction,  subject  to  the  same  ob- 
jection. If  such  a  statute  had  beon  passed,  and  if  under  it 
the  Supreme  Ciourt  had  upheld  the  constitutionality  of  the 
act  in  equity  cases,  such  decisions  [96]  would  not  absolve  this 
court  from  the  obligation  of  considering  the  constitutionality 
and  validity  of  the  criminal  section. 

Such,  howevesr,  is  not  the  act  which  was  passed  by  Con* 
grass.  The  Sherman  Act  is  primArily  a  criminal  statute. 
Its  tide  announces  its  purpose.  Sections  1,  2,  and  8  dedare 
eertain  things  to  be  illegal,  and  prescribe  punishment  for 
their  doing.  The  equitable  remedy  provided  by  section  4 
does  not  authorize  the  CSircuit  Courts  of  the  United  States  Ut 
enjoin  n6ta*aints  of  trade,  as  such ;  it  does  not  subject  to  the 
{MTooeases  of  a  court  of  chancery,  contracts,  combixkations  in 
the  &nn  of  trusts  or  otherwise,  or  omspiraoies  or  mcmopo- 
lies,  in  restraint  of  trade,  either  definitely  or  indefinitely. 
On  the  contrary,  it  invents  the  Circuit  Courts  of  the  Unit^ 
States  with  jurisdietion  to  prevent  and  restrain  ^^  violations 
of  this  act";  md  it  is  a  well-known  faot  thf^t  the  courts  of 
the  United  States  have  no  juiisdictien,  ^Eoept  such  as  is  con- 
ferred upon  them  by  Congress.  Hero  the  juriadiction  of  the 
eqm<7  courts  is  made  dep^ndeiit  iqKm  the  criminal  aactiona 
II  sections  1«  2,  and  8  were  repealed  by  Congress,  there  would 
be  nothing  left  of  the  law  to  which  sections  4  and  7  could 
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apply.  It  is  impossible  to  give  effect  to  the  equity  sections 
without  reference  being  had  to  the  criminal  section.  It 
authorizes  the  processes  of  the  Chancery  Court  to  be  used 
only  to  prevent  the  carrying  out  of  that  which  is  declared 
in  the  prior  sections  to  be  criminaL  It  follows,  therefore, 
that  unless  that  which  is  sought  to  be  enjoined  is  a  violation 
of  the  act  under  one  of  the  preceding  sections,  in  other  words, 
that,  unless  that  which  is  sought  to  be  enjoined  is  a  crime, 
it  can  not  be  enjoined,  because  it  is  only  that  which  is  made 
a  crime  by  the  statute  which  is  subject  to  the  equity  jurisdio- 
tion.  Therefore,  if  injunctions  heretofore  have  been  upheld 
by  the  Supreme  Court,  the  Supreme  Court  in  upholding 
them  necessarily  has  determined  that  the  things  which  were 
enjoined  were  crimes,  as  defined  by  one  at  least  of  the  first 
three  sections  of  the  act  If,  however,  as  is  contended,  the 
first  three  sections  of  the  act  are  void,  there  could  be  no 
^^ violation  of  this  act"  susceptible  of  being  enjoined* 
Whether  or  not  there  is  any  merit  in  the  argument  on  behalf 
of  the  defendants  is  not  a  matter  for  this  court  at  this  time 
even  to  consider,  in  view  of  the  fact  that  in  the  judgment 
of  this  court  the  decisions  of  the  Supreme  Court  upholding 
injunctions  necessarily  involve  the  proposition  that  certain 
things  are  made  criminal  by  the  statute,  and  that  therefore 
the  criminal  sections  of  the  statute  necessarily  must  be  valid. 
The  same  is  true  as  to  the  jurisdiction  under  section  7. 
Recoveries  have  been  sustained  by  the  Supreme  Court  under 
that  section.  Montague  v.  Lovyry^  $upra;  Loewe  v.  Lawlor^ 
supra.  And  yet  the  only  authority  there  vested  in  the  Cir- 
cuit Court  was  to  award  threefold  the  damages  sustained 
by  any  individual  "by  reason  of  anything  forbidden  or  de- 
clared to  be  unlawful  by  this  act"  Nothing  is  forbidden 
in  terms.  Many  things  are  declared  to  be  xmlawful.  Unless 
they  were  unlawful,  as  defined  in  the  criminal  sections,  no 
relief  could  have  been  given  under  section  7.  It  might  be 
said,  of  course,  that  the  Supreme  Court,  in  passing  upon 
these  civil  cases,  acted  without  consideration  of  the  logical 
extension  of  the  exercise  of  the  civil  jurisdiction,  and  [97] 
without  argument  as  to  the  possible  invalidity  of  the  first 
three  sections  as  a  criminal  statute,  and  that  a  decision  even 
of  the  Supreme  Court  holding  the  civil  section  valid,  al- 


Digitized  by  VjOOQIC 


XrHTTBD  STATBS  V.  SWITC.  296 

Opinion  cl  tbe  Oonrt 

though  logically  necessarily  inyolving  a  holding  that  the 
first  three  sections  are  also  valid  as  penal  sections,. should 
not  be  deemed  binding  upon  this  court  This  argument, 
however,  is  inapplicable,  because  it  was  pressed  strongly 
upon  the  Supreme  Court  in  the  Northern  Securities  case^ 
198  U.  S.  197,  24  Sup.  Ct  436, 48  L.  Ed.  679,  that  the  crimi- 
nal sections  were  invalid  for  the  reasons  urged  here,  and 
that  for  that  reason  the  equity  sections  could  not  be  en- 
forced. Argument  of  Young,  Northern  Seo.  case^  198  U.  S. 
262,  264,  24  Sup.  Ct  486,  48  L.  £d.  679,  Argument  of  John- 
son, 198  U.  S.  270,  24  Sup.  Ct  488,  48  L.  Ed.  679,  Argu 
ment  of  Ori^s,  198  XT.  S.  279,  24  Sup.  Ct  489,  48  L.  Ed. 
679,  Argument  of  Qrover,  198  U.  S.  285,  24  Sup.  Ct  4AQ,  48 
L.  Ed.  679,  Aliment  of  Stetson,  198  U.  S.  292,  24  Sup.  Ct 
448, 48  L.  Ed.  679,  where  he  said: 

''This  act  is  a  criminal  statute  pure  and  simple,  and  its  meaning 
and  effect  as  now  determined  must  also  be  Its  meaning  and  effect  wlMn 
made  the  basis  of  a  criminal  proceeding.** 

The  contention,  however  strongly  urged,  did  not  affect  the 
conclusion  of  the  court  I  am  of  the  opinion,  therefore,  that 
the  Supreme  Court  of  the  United  States  has  determined  that 
sections  1,  2,  and  8  of  the  Sherman  Act  define  with  sufficient 
accuracy  the  offenses  therein  enumerated. 

2.  It  is  urged  also  that  the  first  and  second  counts  of  in- 
dictment No.  4,509  are  bad  for  duplicity,  because  they  charge 
a  combination  in  restraint  of  trade  in  the  purchase  of  live 
stock,  and  also  in  the  sale  of  fresh  meat  The  objection  is 
not  sound.  The  crime  charged  is  a  c<Mnbination  in  restraint 
of  trade.  Such  a  combination  may  design  to  accomplish  its 
object  in  many  different  ways,  and  the  enumeration  of  the 
various  means  adopted  does  not  render  the  indictment  bad 
for  duplicity.  Duplicity  in  an  indictment  means  the  charg- 
ing of  more  than  one  offense,  not  the  charging  of  a  single 
offense  committed  in  more  than  one  way.  Duplicity  may  be 
applied  only  to  the  result  charged,  and  not  to  the  method  of 
its  attainment  Anderson  v.  United  States^  171  U.  S.  604, 19 
Sup.  Ct.  50,  48  L.  Ed.  800;  Connors  v.  United  States^  168 
U.  S.  408, 15  Snp.  Ct  951,  89  L.  Ed.  1088. 
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8.  Couoael  for  defendants  also  contend  that  ooante  1,  3, 
and  3  of  indictment  Na  4,509,  and  indictments  Nos.  4^510 
and  4yMl,  axe  fatally  defective  by  reason  of  the  use  of  the 
word  ^'  groups  "  as  designating  the  defendants  representijog 
the  Armour,  Swift,  and  Morris  concerns.  The  indictments 
show  that  the  Armour,  Swift,  and  Morris  interests  were 
represented  each  by  certain  individuals,  and  the  individuals 
composing  each  class  are  designated  as  "  the  Swift  groapi, 
the  Armour  group,  and  the  Morris  group."  This  is  followed 
by  the  charge  that  each  member  of  eadii  group  had  full 
authority  to  act  for  his  group,  and  that  whenever  the  word 
^  group  ^  is  used  it  is  intended  to  apply  to  any  or  all  of  the 
members  of  eadi  group.  In  other  words,  the  charge  against 
a  group  is  to  be  taken  to  mean  that  v^iatever  was  done  was 
done  by  one  of  the  membets  of  the  group  in  behalf  and  by 
(98]  authority  of  all.  In  this  connection  it  is  argued, "  first, 
tinMt  not  all  of  the  defendants  are  charged  with  the  commis- 
sion of  acts;  and,  second,  that  those  diarged  and  those  not 
charged  cannot  be  separated  from  each  other  under  the  aver- 
ments*" Grand  jurors  are  required  to  state  their  charge 
with  as  much  certainty,  and  no  more,  as  the  circumstances 
of  the  case  will  permit  In  this  case  tixe  jurors  knew 
the  men  engaged  in  the  matter  under  their  investigation.; 
knew  with  which  of  the  three  great  concerns  (Armour, 
Swift,  or  Morris)  each  one  was  associated;  believed  that 
they  were  of  one  mind  as  to  the  plan  of  operation  of 
their  business.  It  was  not  known,  and  probably  could  not 
have  been  discovered,  what  part  in  the  general  programme 
was  assigned  to  each  individual.  The  practical  way,  and 
probably  the  only  possible  way,  was  for  the  jury  to  charge  as 
it  did  that  the  combination  was  entered  into  by  the  separate 
groups  of  men,  and  that  the  action  of  each  gi^oup  was  with 
the  consent,  knowledge,  and  design  of  each  constituent  mem- 
ber. The  indictments  charge  an  unlawful  combination, 
conspiracy  and  monopoly  as  a  result  of  joint  action,  and  it  is 
not  necessary,  to  sustain  those  charges,  that  each  one  of  the 
individual  participants  should  have  been  doing  the  same 
thing  at  the  same  time.  JJfdted  States  v.  MaoAvdrevf^ 
(C.  C.)  149  Fed.  at  page  832.    It  is  quite  consistent  with  a 
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diai^  of  oombination  or  conspiracy  or  monopoly  iibat  tlM 
mdividuals  concerned  therein  should  each  have  been  a«dgned 
to  dif^reni  t«8ks,  aimed  to  bring  about  the  result  planned 
by  aUL  The  indictments  charge  the  ultimate  plan,  the  spe- 
eific  acts  by  which  it  was  carried  out;  and,  further,  that  those 
sfiocific  aets  were  planned  and  executed  by  the  three  groups 
of  individueJa,  each  member  of  each  group  aeting  for  himaelf 
and  every  other  member  of  the  group*  I  do  not  me  how  the 
grand  jury  could  hive  made  the  charge  more  definite,  and 
beUftve  that  it  is  suffictently  spe^fic  to  aatialy  the  substsn^ 
tive  law. 

4.  Ther  point  is  made  against  the  counts  of  indictment  Na 
l^fiDO  tibat  they  iail  to  charge  properly  <&e  defendants  with 
responsibility  for  the  acts  done;  that  it  appears  that  the  de^ 
&ndants  were  officers  of  corporations,  and  that  they  could  not 
be  liable  for  corporate  doings  unless  it  appeared  clearly  that 
they  knew  of,  connived  at  and  directed  the  things  done.  The 
answer  to  this  is  found  in  the  indictment,  which  ehaiges,  not 
that  the  corporations,  but  that  the  groups  of  individual  de- 
fsndants,  did  what  was  alleged  to  be  unlawful;  and  further, 
that  the  defendants  managed  and  controlled  the  various  cor- 
porations, and  directed  the  corpcmito  action.  More  was  not 
neeessary. 

5.  Much  stress  is  laid  upon  the  proposition  that  indictment 
Ko.  4,009  is  bad  as  describing  a  oonqnraoy  or  a  contract  in 
TCstraint  of  trade,  and  calling  it  a  combination.  The  obvi* 
ous  answer  to  this  is  that  it  mid»s  no  difference  what  tiM 
grand  jury  labeled  the  offense.  The  question  is,  Do  the 
facta  as  ststed  amount  in  law  to  any  offense?  If  the  aets 
changed  in  this  indictment  constitute  a  eontract,  combina- 
tion in  the  form  of  trust  or  otherwise,  or  a  conspiracy  in 
restraint  of  trade  or  commerce,  it  is  a  valid  indictment,  eo 
far  18  this  objedaon  is  concerned. 

6.  It  IB  apparent  that  the  foregoing  objections  to  the  in^ 
dSctment  go  to  matters  of  form  rather  than  to  matters  of 
substance.  An  in[9S]dictment  is  well  enough  that  states 
facts  wiiich  oonstitute  a  crime,  end  in  language  which  leaves 
no  doubt  in  the  minds  of  tiie  defendants  of  what  they  are 
aeonsed    It  is  true  that  a  defendant  should  be  infcmned 
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dearly  by  the  indictment  of  the  exact  and  full  charge  made 
against  him,  yet  the  manner  in  which  *the  information  is 
given  is  unimportant.  An  indictment  is  sufficient  when  it 
contains  a  substantial  accusation  of  crime,  and  its  statements 
furnish  the  accused  with  such  a  description  of  the  charge 
against  him  as  will  enable  him  to  make  his  defense,  and 
avail  himself  of  his  conviction  or  acquittal  for  protection 
against  further  prosecution  for  the  same  offense,  and  when, 
from  it,  the  court  can  determine  that  the  facts  charged  are 
sufficient  in  law  to  support  a  conviction.  Bums  v.  United 
States,  118  Fed.  689,  65  0.  0.  A.  407.  The  present  indict- 
ments fulfill  all  of  these  requiiem^its.  M(Mreover,  section 
1025  of  the  Revised  Statutes  (U.  S.  C<»np.  St  1901,  p.  7B0) 
provides: 

''No  indictment  fbxmd  and  presented  by  a  grand  Jnry  In  any  Dis- 
trict or  Circuit  or  other  oourt  of  the  United  States  shaU  be  deemed 
InsnfDcient,  nor  shall  the  trial.  Judgment  or  other  proceeding  thereon 
be  affected  by  reason  of  any  defect  or  imperfection  in  matter  of 
form  only,  which  shall  not  tend  to  the  prejudice  of  the  defendant" 

7.  This  brings  us  to  the  question  whether  or  not  the  indict- 
ments charge  facts  sufficient  in  law  to  support  a  conviction 
under  the  Sherman  act,  and  for  answer  we  must  look  to  the 
facts  stated,  and  not  to  any  conclusion  drawn  from  those 
facts  by  the  grand  jury.  The  indictment  in  case  No.  4,509 
diaiges  in  substance  that  there  has  been  carried  on  from  Chi- 
cago (and  other  named  cities  in  different  states)  an  extensive 
industry  involving  (1)  the  purchase  of  live  stock;  (2)  the 
slaughter  of  such  stock;  and  (8)  the  furnishing  of  fresh 
meats  to  the  people  in  certain  named  states;  that  85  per 
cent  of  all  fresh  meats  consumed  in  the  named  states  has  been 
slaughtered  in  those  cities  in  designated  proportions;  that 
70  per  cent  of  this  85  per  cent  ^^  has  been  carried  on,  directed 
and  controlled  ^  by  the  defendants;  that  the  Armour  group 
had  branch  houses  in  317  different  towns  and  cities  in  differ- 
ent states;  the  Swift  group  280;  and  the  Morris  group  82; 
that  the  defendants,  divided  into  three  groups  representing 
certain  corporations  or  interests,  managed,  controlled,  and 
directed  by  them,  entered  into  an  agre^nent :  First,  that  they 
would  not  compete  in  the  purchase  of  live  stock,  and  would 
make  uniform  bids  for  animals  of  like  grade.    Second,  that 
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the  ihree  groaps  bj  agreement  adopted  a  tmilorm  Gfystem  of 
determiniiig  the  sale  prioe  of  dressed  beef  by  adding  to  the 
oo6t  of  the  animal  on  the  hoof  certain  fixed  and  excessive 
chaiges  to  cover  operating  expenses,  and  by  deducting  cer- 
tain inadequate  allowances  for  by-products.  Third,  that 
each  group  would  direct  its  sales  agents  to  sell  at  the  prices 
figured  according  to  the  agre^nent,  or,  if  not  at  that  price, 
at  a  certain  other  price  abo  agreed  upon.  That  by  agreeing 
on  the  amounts  to  be  paid  for  the  live  stock,  and  upon  the 
amounts  to  be  added  for  operating  charges,  and  the  amounts 
to  be  deducted  for  by-products,  and  in  reaching  a  uniform 
sale  prioe  they  have  eliminated  all  competition  in  the  fresh 
meat  industry  between  the  three  groups  of  defendants.  That 
they  [IM]  were  large  operators  in  interstate  commerce, 
and  by  a  combination  among  themselves  they  have  agreed 
upon  a  system  which  restricted  the  business  of  each  indi- 
vidual group.  The  medium  through  which  all  groups  col- 
lected information  and  operated  was  the  National  Packing 
Company,  organized,  owned,  and  directed  by  the  groups 
collectively.  Its  office  furnished  a  common  meeting  ground, 
and  there  the  total  business  done  by  all  the  defendants,  by 
agreement,  would  be  equalized  from  time  to  time,  each  being 
permitted  to  share  according  to  its  financial  interest,  and 
prices  were  kept  up  by  increasing  or  decreasing  shipments 
to  particular  territories  according  to  market  conditions.  The 
whole  plan,  from  its  inception,  appears  plainly  to  be  one  to 
eliminate  ccHnpetition  as  a  factor  in  fixing  prices  among  the 
three  groups  of  defendants,  beginning  with  the  agreement 
not  to  bid  against  each  other,  and  in  fact  to  bid  exactly  the 
same  amounts  for  like  grades  of  live  stock,  determining  a 
uniform  selling  price,  and  ending  with  fixing  a  uniform 
sale  price  and  an  apportionment  among  themselves  of  the 
total  business  done* 

IndiptiVLents  Nos.  4,610  and  4,511  charge  substantially  the 
same  facte  (1)  resulting  from  a  oonspiraqr,  and  (2)  creating 
am<mqp<dy. 

The  defendants  ui^  that  three  great  concerns  operating 
&ide  by  side,  and  conducted  by  men  of  great  business  skill, 
mii^t  arrive  at  the  same  system  of  doing  business  (the  tend- 
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might  iiHticate  moh  a  possibility) ;  nod  Hmt  aU  tha  indiaife- 
iBfflita  charge  is  that  tha  defendants  adopted  a  umfDim  Mf^ 
tsm  of  doiDg  busiDess.  It  need  not  be  disputed  that  giFfiD 
the  same  ability,  facilities)  and  eapital  invested,  theae  three 
groups  of  individuals  might  arrive  at  v^y  nearly  the  sane 
method  of  detenninipg  the  sale  priees  of  tb^ir  artieles,  and 
that  they  would  endeavori  so  far  as  pofliitt>lfi,  to  obtain  andk 
prices  The  adoption  by  the  defendants  of  snob  a  ffjrstem 
might  be  accidental  oi*  a  mere  ccHncidence,  bat  the  diffionky 
with  the  argument  is  that  the  oifonse  charged  is  not  the  acoi-' 
dental  adoption  of  a  uniform  qrstem  of  doing  bosiness,  reodt- 
ing  in  the  fixing  of  prices,  but  a  system  which  is  the  resoit 
of  concerted  aetion^^the  result  of  a  combinatien,  conspiracy, 
or  a  positive  a^ircement.  The  law  says  there  wmj  be  no  ooa- 
traot,  ooimbination,  or  conipira<7  in  nBsteaint  of  trade,  it  is 
not  aimed  against  accidental  restraints  of  trade.  The  de- 
fendants could  not  be  hdd  for  a  mtaient  had  each  group, 
aoting  in  its  own  interest,  arrived  at  the  identical  aysteH  of 
doing  business,  under  which,  it  is  charged,  they  were  oper- 
ating. It  is  the  maintaining  of  that  eastern  by  agreement 
or  combination  which  constitutes  the  offense  defined  by  tiie 
Sherman  Act,  provided  it  results  in  a  restraint  of  trade,  and 
sonh  a  result  in  this  case  is  direct  and  inevitable.  The  aim 
of  the  parties  is  the  same,  although  reached  by  different 
means,  as  that  in  the  Addystan  Pipe  case^  where  the  agreement 
was  that  the  low  bid  would  be  made  Iqr  one  concern,  and  <jiat 
the  oth^  concerns  would  make  a  somewhat  higher  bid,  and 
that  ultimately  all  would  share  in  the  profit. 

I  am  of  the  opinion  that  the  facts  stated  in  the  indictments 
show  clearly  a  plan  or  scheme  organized  and  put  in  operation 
by  the  defendants,  the  ultimate  purpose  of  wliidi  was  to  con- 
trol the  production,  [101]  sale,  and  distribution  of  ftMh 
meat  throughout  a  large  section  of  this  country;  and,  as  In- 
cidental to  that  control,  to  lovmr  prices  to  the  producer  of 
the  raw  material,  and  raise  prices  to  the  consumer  of  the  fin* 
iihed  product.  While  the  facts  do  no^  discloee  an  absdute 
monopoly,  yet  the  large  percentage  of  the  business  which 
they  control  indicates  that  they  intended  to  aoquire  at  least 
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a  tMnmeraal  monopoly.  As  Judge  Hoagh  said  in  UniMd 
StaUs  V.  MaoAndrews  (C.  C.)  149  Fed.  at  page  888: 

"  Oommeree  among  the  frtates  Is  not  a  tedinleal  legal  conception,  but 
a  pnctical  one  diawn  JCrom  the  oooQse  ot  bwdnaffi.  Tbe  erltertai  as 
to  wbetber  any  given  bnaknesa  8cb«ne  tails  within  tbe  pioUbitloii  o( 
tbe  statute  is  its  effect  upon  interstate  commarce,  which  need  not  be 
a  totel  suppression  of  trade  nor  a  complete  monopoly ;  it  is  eooagh  if 
its  necessary  operation  tends  to  reetxain  interstate  commerce^  and  to 
derive  the  pabUc  of  the  advantages  flowing  from  free  competition.** 

Hie  indictmonts  show  an  agreement,  combination,  oon- 
spiracgr  and  monopoly  directly  reetraining  interstate  trade. 
My  reading  of  the  indictments  is  confirmed  by  the  record  in 
the  present  cases,  and  has  received  the  sanction  of  the  Su- 
preme CSourt  of  the  United  States. 

On  May  10,  1902,  the  district  attorney  for  the  Northern 
District  of  Illinois  filed  in  the  Circuit  Court  of  the  Uidted 
States,  in  this  C^ircuit,  a  bill  or  petition  in  chancery  (case  No, 
26,291),  against  these  defendants  and  various  corporation? 
and  other  persons.  That  action  was  brought  under  section  4 
of  the  Sherman  Act,  and  charged  the  defendants  with  sub- 
stantially the  same  matters  and  things  charged  in  these  in- 
dictmento*  A  final  decree  was  entered  restraining  the  de- 
fendants from — 

"entering  into,  taking  part  in  or  performing  any  contract^  combina- 
tion or  comspiracy,  tbe  purpose  or  effect  of  wUeh  wiU  be,  as  to  trade 
and  conunerce  in  fresh  meats  between  the  seyeral  states  and  terri- 
tories and  the  District  of  Columbia,  a  restraint  of  trade,  either  by 
directing  or  requiring  their  respective  agents  to  refrain  from  bidding 
against  each  other  in  the  pnrchase  of  llye  stodc,  or  coIlnsiTely  and 
by  agreement  to  refrain  from  bidOing  against  each  other  at  the  sales 
ol  live  stock;  or  by  combinatien»  conspiracy  or  oomtract  raiaing  or 
lowering  the  prices*  or  llzing  nniform  prices  at  which  said  meats  will, 
be  sold,  either  directly  or  through  their  respective  agents,  or  by  cur- 
tailing the  quantity  of  such  meats  shipped  to  such  markets  and 
agents.   •    •    •• 

On  May  26,  1903,  a  new  petition  was  filed,  setting  out  a 
continuance  by  the  defendants  of  the  matters  stated  in  the 
original  bill. 

On  I>ecember  6,  1910,  the  defendants  in  the  present  pro- 
ceedings filed  their  sworn  petition,  setting  out  the  pleadings 
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and  orders  in  chancery  sait  No.  36^1,  and  moved  ihk  court 
for  an  indefinite  stay  of  proceedings.  On  page  64  of  that 
sworn  petition,  at  paragraph  numbered  ''  eighth  "  it  is  stated : 

''Tbe  contemplated  acts  and  transactions  of  these  petitlonera  re- 
strained and  enjoined  by  said  original  decree,  and  tbe  supposed  acts 
and  transactions  of  these  petitioners  alleged,  charged  and  complained 
of  in  said  new  petition,  are  the  same  acts  and  transactions  and  are 
identical  in  snbstance  and  effect" 

That  same  petition  then  charges,  on  page  65,  in  paragraph 
numbered  "  ninth  "  that  the  grand,  jurors  returned  indict- 
ment No.  4,609  in  which  the  petitioners  were  charged  with 
certain  offenses,  and  then  continues : 

[102]  ''The  alleged  acts  and  transactions  of  these  petitioners 
charged  in  and  by  said  indictment  to  have  constitnted  snch  combina- 
tion in  restraint  of  trade  and  such  violation  of  said  Anti-Trust  Act 
are  the  same  identical  acts  and  transactions  which  are  aUeged  and 
charged  in  said  new  petition  against  these  petitioners." 

And  on  page  66 : 

**  The  particular  supposed  acts  and  transactions  alleged  in  said  in- 
dictment No.  4,510  as  constituting  said  illegal  conspiracy  and  said 
violation  of  said  Anti-Trust  Act  are  ibe  same  identical  acts  and  trans- 
actions, and  not  others,  which  are  alleged  in  said  new  petition." 

And  further,  on  the  same  page : 

"  The  supposed  acts  and  transactions  alleged  in  said  indictment  No. 
4,511  as  constituting  tbe  said  alleged  monopoly  are  the  same  Identical 
acts  and  transactions,  and  not  others,  as  those  charged  and  aUeged 
against  these  petitioners  in  and  by  said  new  petition.^' 

The  same  counsel  represented  the  defendants  then  as  rep- 
resent them  <m  this  demurrer,  and  even  if  there  were  doubt 
(and  I  believe  there  is  not)  as  to  whether  the  bill  in  chancery 
charged  the  same  facts  as  are  charged  in  these  indictments, 
we  have  the  judgment  of  the  defendants  themselves  that  the 
facts  are  substantially  the  same.  These  indictments  were 
specific  enough  to  warrant  the  defendants  in  stating  this 
under  oath. 

The  decree  of  the  Circuit  Court  in  the  chancery  case  was 
I'eviewed  in  the  Supreme  Court  of  the  United  States,  and  in 
all  essential  particulars  was  sustained,  Mr.  Justice  Holmes 
delivering  the  opinion,  and  all  the  other  members  of  the 
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court  concorriiig.    Sanft  dk  Co.  y.  Ufiited  States^  196  IT.  S. 
875, 25  Snp.  Ct  276, 49  L.  Ed.  518.   The  court  there  said : 

'*  The  Bcberne,  as  a  wholes  Beema  to  ns  to  be  wltliln  readi  of  tbe 
law.- 

In  the  light  of  that  decision,  and  upon  principle,  it  follows 
that  the  indictments  in  this  case  state  facts  which  amount  in 
law  to  a  violation  of  the  Sherman  Act 

The  demurrers  will  be  overruled. 


[102]  UNITED  STATES  v.  UNION  PAC  R.  CO.  ET  AL.« 

(arcult  Court,  D.  Utah.    June  24, 1911.) 

[188  Fed.  Rep.,  102.] 

Moiropouss  (I  12)— ANn^TBusT  Act— OoxfTBAors  ob  Oombinatioitb 
PB0HIBIT15D. — ^To  bring  any  transaction  within  the  condemnation  of 
Anti-Trust  Act  July  2,  1890,  c  647,  8  1,  26  Stat  209  (U.  S.  Comp. 
St  1901,  p.  3200),  it  must  be  a  contract,  combination,  or  conspiracy 
In  restraint  of  International  or  Interstate  commerce,  and  this  re- 
straint must  be  substantial  In  character  and  the  direct  and  Im- 
mediate effect  of  the  transaction  complained  of.* 

[Bd.  Note.— For  other  cases,  see  Monopolies,  CJent  Dig.  I  10;  Dec 
Dig.  §  12.] 

[108]  Casbikbs^  (§  33) — ^Thbough  Joint  Bates — Option  of  0am- 
BJEBB  to  Bbtabubh.— Prior  to  the  passage  of  the  Hepburn  act  (Act 
June  29,  1906,  c.  3591,  34  Stat  584  [U.  S.  Comp.  St  Supp.  1909,  p. 
1149]),  In  1906,  connecting  railroads  were  free  to  adopt  or  refuse 
to  adopt  Joint  through  tariff  rates,  and  this  freedom  was  not 
abridged,  as  between  the  Union  Padflc  Railroad  Ck)mpany  and  the 
Central  Pacific  Railroad  Company,  by  either  section  12  of  act  July 
1,  1862,  c.  120,  12  Stat  495,  requiring  the  roads  of  such  companies 
to  be  operated  as  one  continuous  line,  so  far  as  the  public  or  the 
government  are  concerned,  or  section  15  of  act  July  2,  1864,  a  216, 
18  Stat  362,  which  requires  them  to  afford  and  secure  to  each 
equal  advantages  and  ffiiclllties  as  to  rates,  time,  and  transporta- 
tion, without  discrimination. 

[Bd.  Note.— For  other  caBea,  see  Carriers^  Cent  Dig.  I§  86-80; 
Dec  Dig.  I  83.1 

•Poidlng  In  the  Supreme  Court  on  the  appeal  of  the  United  States. 
*  Sy'Uabiis  copyrighted,  1011»  by  West  PubUflbing  Company. 
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UKtmu  Ooiri!9QL.— In  19Q1  the  Union  Pftclflc  RaUroad  Ctompany 
bought  stock  of  the  Sonthern  Pacific  Company,  which  gave  it  prac- 
tically a  contrallfaig  fntereat,  and  tha  United  States  brought  anit  to 
enjoin  the  voting  of  sach  stock,  on  the  ground  that  its  acqnlMtRMH 
wa«  for  the  purpose  of  suppressing  competition  between  the  two 
companies  In  Interstate  commerce,  and  of  monopollaing  such  com- 
merce or  a  part  thereof,  In  violation  of  Anti-Trust  Act  July  2, 1890, 
c  647,  §§  1,  2,  26  Stat  209  (U.  S.  Oomp.  St  10Q1«  p.  8200).  At 
that  time  the  Southern  Pacific  Compan|r  owned  and  eyerated  a 
steamship  line  between  New  York  and  New  Orleans,  and  rail  lines  from 
the  latter  place  to  the  Pacific  Ooast,  and  by  way  of  San  Francisco  to 
Portland,  Or.  It  also  owned  and  operated  the  line  of  the  Central  Pa- 
cific Ballroad  Company  betwem  San  Vtmndwoo  and  Ogdea,  Utah« 
from  which  point  it  connected  eastward  with  the  line  of  the  TTnion 
Pacific  and  also  with  another  competing  line.  The  main  line  of 
the  Union  Pacific  extended  from  Omaha  to  Ogden,  with  a  branch 
ftrom  Kansas  City  westward  to  a  connection  with  the  main  line. 
It  also,  through  subsidiary  companies*  owned  and  operated  a  line 
from  a  connection  with  its  main  line  to  Portland,  and  from  there, 
operated  steamship  lines  to  the  Orioit  alid  to  San  Francisco.  For 
through  freight  for  the  Pacific  Coast  originating  east  of  its  Mis- 
souri river  terminals  it  wa«  dependent  on  other  roads,  with  which 
it  there  connected,  and  practically  all  of  such  freight  for  San  Fj'an- 
dsco  was  forwarded  from  Ogden  over  the  Central  Pacific  Una  800 
miles  long,  for  which  the  Southern  Pacific  received  about  ft>ur- 
tenths  of  all  the  fright  from  Omaha  or  Kansas  City  westward. 
The  rail  and  water  line  of  the  Union  Pacific  firom  Ogden  to  San 
Francisco  by  way  ot  Portland  was  1,700  miles  long,  Its  steamer  serv- 
ice was  Irregular,  and  the  amount  of  freight  sent  that  way  was 
negligible.  The  two  companies  were  competitors  to  a  small  extent 
for  Oriental  business,  for  business  from  the  Atlantic  seaboard  to 
Portland  and  vldnlty,  and  also,  through  branches  and  connecting 
lines  to  and  from  other  common  points;  but  the  total  amount  of 
such  competitive  business  done  by  the  Southern  Pacific  during  the 
year  ending  in  1901  amounted  to  only  0.88  per  cent  of  its  entire 
tonnage,  and  that  done  by  the  Union  Pacific  but  8.10  per  cent  of 
Its  entire  tonnage.  While  the  Union  Pacific  maintained  agents  in 
the  Bast  to  solicit  business,  it  was  chiefly  from  connecting  carriers, 
and  It  received  little  more  in  freights  for  such  business  than  did 
the  Southern  Pacific.  Held,  that  the  two  roads  were  not  substan- 
tial competitors  for  interstate  or  foreign  business,  in  such  sense 
that  the  purchase  of  the  stock  by  the  Union  Pacific,  for  the  purpose 
of  giving  it  an  assured  connection  with  San  Francisco,  which  it 
could  control,  constituted  a  direct  restraint  upon  such  commerce.  In 
Tlolatkm  of  the  act 

[Bd.  Note.— For  other  eataa,  see  Monopolies,  Cent  Big.  1 12 ;  t)ec. 
Dig.  1 16.] 


Digitized  by  VjOOQIC 


mnTBD  STATES  V,  tTBlON  PACIFIO  BAIIiBOAD  00.      305 

Syllabna 

[104]  MoHOPouEs  (I  2i) — ^Aim-TBUfiT  Aor — Stnr  fob  Yiolatiok. — 
Tbe  purchase  by  an  Interstate  railroad  company  of  a  majority  of 
tbe  stock  of  another  company  operating  a  competing  line  affords 
no  gronnd  for  the  granting  of  an  injunction  nnder  Antl-Tmst  Act 
July  2,  1890,  c  647,  §  4,  28  Stat  209  (U.  S.  Comp.  St  1901.  p.  8201), 
where  such  stock  was  sold  prior  to  the  suit 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Cent  Dig.  §  17; 
Dec.  Dig.  i  24.] 

Monopolies  (I  16) — ^Aim-TBUsr  Act — Violatioii.— The  purchase  by 
an  Interstate  railroad  company  of  stock  of  another  company  operat- 
ing a  competing  line,  where  it  was  insufficient  in  amount  to  give 
control  of  its  competitor,  and  no  attempt  was  made  to  exercise  such 
control,  does  not  effect  a  combination  in  restraint  of  intoistate 
commerce,  in  violation  of  Anti-Trust  Act  July  2,  1890,  c.  647,  26 
Stat  209  (U.  S.  CJomp.  St  1901,  p.  8200). 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Gent  Dig.  §  12; 
Dec.  Dig.  §  16.1 

MoNOPouBs  «  16)— Anm-TBU8T  Aor — Gontbaotb  Pbohibitd). — ^A 
contract  to  strangle  a  threatened  competition,  by  preventing  the 
construction  of  an  immediately  projected  line  of  railway,  which,  if 
constructed,  would  naturally  and  substantially  compete  with  an 
existing  line  for  Interstate  traffic,  Is  one  in  restraint  of  interstate 
commerce,  and  in  violation  of  Anti-Trust  Act  July  2,  1890,  c  647, 
I  1,  26  Stat  209  (U.  S.  Comp.  St  1901,  p.  8200). 

[Ed.  Nota— For  other  cases,  see  Monopolies,  G^it  Dig.  I  12; 
Dec.  Dig.  §  16.] 

Monopolies  (8  16) — ^Anti-Tbust  Act — Contract  Between  Railboad 
Companies. — ^The  Union  Pacific  Railroad  Company,  through  a  sub- 
sidiary company,  had  projected  and  partly  built  a  line  of  road 
between  Salt  Lake  City  and  Los  Angeles,  when  a  controversy  arose 
over  a  portion  of  the  right  of  way  through  the  mountains  between 
that  company  and  another,  which  also  desired  to  build  a  road  be- 
tween the  same  points,  which  was  finally  settled  by  an  agreement 
to  unite  and  build  a  road  in  which  each  party  should  own  a  half 
interest  with  a  further  agreement  respecting  rates  on  through 
business.  The  Union  Pacific  Company  at  that  time  owned  a  con- 
trolling interest  in  the  Southern  Pacific  Company,  which  owned  and 
operated  a  line  through  Los  Angeles  to  San  Francisco,  and  one 
from  there  to  Ogden,  near  Salt  Lake  City.  Eeld,  that  the  new 
line,  which  was  direct  and  much  more  serviceable  and  convenient 
for  the  public,  was  not  a  natural  competitor  of  the  Southern 
Pacific  Company  with  respect  to  business  between  Los  Angeles 
and  Salt  Lake  City  in  such  sense  as  to  constitute  the  agreement 
under  which  it  was  built  a  combination  in  restraint  of  interstate 
commerce,  in  violation  of  Anti-Trust  Act  July  2,  1890,  c.  647,  §  1, 
26  Stat  209  (U.  S.  Comp.  St  1901,  p.  8200),  nor  was  it  unlawful 
thereunder,  on  the  ground  that  it  prevented  the  building  of  two 

95825**— VOL  4-17 ^20 
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lines.  Instead  of  one,  it  appearing  tluit  tbere  was  bat  wie  practi<Mttle 
route  through  the  mountains,  over  which  it  was  not  feasible  to 
oonstruct  two  lines,  nor  because  of  the  minor  and  incidental  pro- 
Tifiions  relating  to  the  exchange  of  business. 

[Ed.  Note.— For  other  cases,  see  MonopoUes,  Cent  Dig.  I  12; 
Dec.  Dig.  §  16.] 
Monopolies  (§  24)— Antz-Tbust  Aor—CoMBniATioiTs  ob  Oozcsfibaoibs 
IN  Restbaint  of  Intebstatb  Gommerob. — Contracts  ratered  into  by 
a  railroad  company,  not  in  themselves  unlawful  as  in  restraint 
of  interstate  commerce,  in  violation  of  Anti-Trust  Act  July  2,  1890, 
c.  647,  S  1,  26  Stat  209  (U.  S.  Comp.  St  1901,  p.  8200),  [105]  held 
not  to  evidence  a  combination  or  conspiracy  to  restrain  such  com- 
merce, in  view  of  evidence  showing  that  they  did  not  have  such 
effect 

[Bd.  Note.~For  other  cases,  see  Monopolies,  Dec.  Dig.  i  24.] 

Hoos,  Circuit  Judge^  dissenting. 

In  Equity.  Suit  by  the  United  States  against  the  Union 
Pacific  Railroad  Company,  the  Oregon  Short  Line  Railroad 
Company,  the  Oregon  Railroad  &  Navigation  Company,  the 
San  Pedro,  Los  Angeles  &  Salt  Lake  Railroad  Company,  the 
Atchison,  Topeka  &  Santa  Fe  Railway  Company,  the  South- 
em  Pacific  Company,  the  Northern  Pacific  Railway  Com- 
pany, the  Great  Northern  Railway  Company,  the  Farmers' 
Loan  &  Trust  C<»npany,  Edward  H.  Harriman,  Jacob  H. 
Schiff,  Otto  H.  Kahn,  James  Stillman,  Henry  H.  Rogers, 
Henry  C.  Frick,  and  William  A,  Clark.  Decree  for  def end- 
ant& 

This  suit  is  grounded  upon  the  anti-trust  law  of  Congress  approved 
July  2,  1890  (26  Stat  209),  to  dissolve  an  alleged  contract,  combina- 
tion, or  conspiracy  in  restraint  and  monopoly  of  interstate  and  for- 
eign trade  between  the  Union  Pacific  Railroad  Company,  the  Oregon 
Short  Line  Railroad  Company,  and  the  Oregon  Railroad  &  Navigation 
Company  on  the  one  hand,  and  the  Southern  Pacific  Company,  the  North- 
em  Pacific  Railway  Company,  the  San  Pedro,  Los  Angeles  &  Salt  Lake 
Railroad  Company,  and  the  Atchison,  Topeka  &  Sante  Fe  Railway 
Company  on  the  other  hand.  Edward  H.  Harriman,  Jacob  H.  Schiff, 
Otto  H.  Kahn,  James  Stillman,  Henry  H.  Rogers,  Henry  O.  Frick, 
and  William  A.  Clark,  through  whom  it  is  averred  the  combination 
was  created  or  is  maintained,  are  also  made  defendants. 

The  specific  charges  are:  That  in  1901  and  subsequently  the  Union 
Pacific  Company,  acting  by  itself  or  through  a  subsidiary  corporation 
owned  and  controlled  by  it,  acquired  a  controlling  interest  in  the 
capital  stock  of  the  Southern  Pacific  Company,  for  the  purpose  of 
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•dHwrttOK  Ito  opemtkmB  and  soppi^ssliig  competitloii  tk^ntaime  exidt- 
ias  between  the  two  In  interstate  and  foreign  commeroe  and  monepo- 
lialng  the  aaiae;  that  In  the  aame  year  It,  witib  like  irarpose,  aoq^irad 
a  majority  of  all  the  stock  of  the  Northern  Pacific  Railway  Oonipilny, 
and  aabeeaoently  induced  the  San  Pedro,  Los  Angeles  &  Salt  Lake 
Bailroad  Oompcmy  and  its  promoters,  the  def^idant  William  A.  Clark 
and  his  associates,  to  desist  from  consfmcting  an  independent  line  of 
railroad  between  San  Pedro,  Oal.,  and  Salt  Lake  City,  Utah;  tHat  in 
1904  the  defendants  Harrlman,  Schifl,  Kahn,  Stillman,  Rogers,  and 
Frick  porcbased  stock  of  the  Atchison, 'Tt^peka  &  Santa  Fe  Railway 
Oompany,  ef  the  fbce  Talne  of  $90,000,000,  and  thereby  secured  the 
election  of  Frick  and  Rogers,  who  were  directors  of  the  Union  Pacific 
Cen^Mtny,  as  members  of  the  board  of  directors  of  the  Santa  Fe  Com- 
pany, and  later,  tn  the  year  1906,  the  Union  Pacific  Company,  through 
the  Oregon  Short  Line,  purchased  stock  of  the  Santa  Fe  Company,  of 
the  face  value  <if  (10,000,000 ;  and  that  these  purchases  were  so  made 
for  the  purpose  of  ^iminating  competition  of  the  Santa  Fe  Company 
and  monopolizing  for  the  UMon  Pacific  Company  interstate  and  for- 
eign commerce.  These  and  some  other  minor  charges,  which  will  be 
referred  to  later,  are  relied  upon  to  establish  consi^racies  in  violation 
of  tiiie  act  Thte  prayer  is  that  the  deftodants^  who  porchased  the 
stocks^  be  eojoined  fnom  voting  or  otherwise  acting  as  owner  of  them, 
and  the  other  oorporate  defendants  be  enjoined  from  permitting  them 
to  vote  ttie  slocks  or  paying  dividends  upon  the  same,  and  for  general 
relief. 

The  answer  puts  in  l«Bue  all  the  material  avermoits  of  the  bill, 
and  the  cause  is  submitted  to  the  court  for  a  final  decree  on  the 
pleadings  and  proof.    The  essential  facts  are  tbese: 

Prior  to  1901  the  Union  Pacific  Company  owned  and  operated  a 
niain  line  of  railroad,  extending  from  Omaha  on  the  east  to  Ogden 
on  the  west,  with  a  branch  extending  from  Kansas  City  on  the  east, 
tlirough  Denver,  to  a  connection  with  its  main  line  at  Cheyenne; 
owned  the  capital  stock  of  the  Ore[106]gon  Short  Line  Company, 
which  operated  a  railroad  extending  from  the  main  line  at  Granger, 
Wyo.,  to  Huntington,  Oreg. ;  and  owned  or  controlled  the  capital  tsbock 
of  the  Oregon  Railroad  ft  Navigation  Company,  which  operated  a 
line  of  railway  extttiding  from  Huntington  to  Portland,  where  it 
connected  with  Hues  of  steamships  operated  by  it,  running  to  some 
Oriental  ports  and  to  San  Francisco.  The  steamship  line  across  the 
sea  had  Jtist  been  otganiaed,  and  had  not  engaged  in  business  until 
1900  or  1901.  It  was  neither  organised  nor  equipped  for  general 
trafflc,  but  only  for  transporting  grain  and  flour  originating  cm  the 
line  of  the  Oregon  Railroad  ft  Navigation  Company  in  competition 
with  the  Northern  Pacific  and  Great  Northern  Railroads.  Its  sail- 
ings were  scheduled  etery  SO  days,  but  were  in  fact  irregular  and  un- 
certain. The  tannage  of  Oriental  trafflc  over  tiiis  line  was  iBilhftesi- 
mal  ooii^paxed  to  tbe  total  tom&age  of  the  eastern,  being  only  .98S  6t 
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1  per  cent  of  It  The  steamship  line  from  Portland  to  San  Francisco 
was  likevrise  an  Inadequate  provlBion  for  any  regular  traffic  and  par- 
ticularly transcontinental  traffic  Its  sailings  were  irregular  and  on- 
reliable,  so  that  the  Union  Pacific  Ck)mpany  had  nnder  its  ownership, 
or  control  through  subsidiary  lines,  a  transportation  route,  as  Just 
described,  from  Omaha  and  Kansas  Gity  to  some  Oriental  ports  and 
to  San  Francisco,  by  way  of  Portland. 

The  Union  Pacific  had  connections  at  Omaha  with  the  Chicago, 
Milwaukee  &  St  Paul,  the  Chicago  ft  Northwestern,  the  Chicago, 
Burlington  &  Qulncy,  and  other  railways  leading  to  Chicago,  and 
connecting  at  that  point  with  many,  if  not  all,  the  great  trunk  lines 
leading  to  New  York  and  intenraiing  pointa  It  also  had  connec- 
tions at  Kansas  City  with  the  Missouri  Pacific,  Wabash,  Chicago  & 
Alton,  and  other  railways  leading  to  St  Louis,  and  connecting  there 
with  trunk  lines  extending  to  New  York  and  intervening  points.  It 
also  had  divers  Important  feeding-in  or  branch  lines  along  its  route. 

In  1901  the  Southern  Pacific  Company  owned  or  controlled  a  line 
of  steamships  operating  between  New  York  and  New  Orleans,  and  a 
line  of  railway  extending  from  New  Orleans,  through  Louisiana, 
Texas,  New  Mexico,  Arizona,  and  California,  to  San  Francisco,  and 
thence  through  Oregon  to  Porttand,  with  several  branch  lines  along 
its  route  extending  into  tributary  territory.  It  also  owned  all  the 
capital  stock  of  the^  Central  Pacific  Railroad  Company,  which  owned 
the  line  of  railway  extending  between  San  Francisco  and  Ogden  and 
had  a  majority  of  the  stock  of  the  Pacific  Mail  &  Steamship  Com- 
pany, which  operated  lines  of  steamships  between  San  Francisco  to 
and  from  Panama  and  Oriental  ports;  so  that  the  Southern  Pacific 
Company  had  a  transportation  route  over  land  and  sea  extending 
from  New  York,  via  San  Francisco,  to  two  terminal  points,  Ogdra, 
Utah,  and  Portland,  Or.  It  also  connected  at  New  Orleans  with  the 
Illinois  Central,  Louisville  &  Nashville,  Queen  &  Crescent  and  other 
roads,  which  opened  up  to  it  the  traffic  of  the  Middle  states,  and 
owned  a  Une  of  railway  extending  from  New  Orleans  to  Ft  Worth, 
Tex.,  and  to  connections  there  with  roads  leading  to  Colorado  and 
Utah  common  points. 

The  Atchison,  Top^a  &  Sante  Fe  Railway  Company  in  1901  owned 
or  controlled  a  main  line  of  railway  extending  from  Chicago,  through 
Illinois,  Missouri,  Kansas,  Colorado,  New  Mexico,  Arisona,  and  Cali- 
fornia, to  San  Francisco. 

The  Northern  Pacific  Railway  Company  in  1901  owned  a  line  of 
railway  extending  from  Lake  Superior  and  St  Paul,  through  Minne- 
sota, North  Dakota,  Montana,  Idaho,  Washington,  and  Oregon,  to 
Seattle  and  Hxe  Pacific  Coast  and  through  ownership  of  a  controlling 
interest  in  the  capital  stock  of  the  Chicago,  Burlington  ft  Qulncy  Rail- 
road Company,  which  operated  lines  of  road  in  Minnesota,  South 
Dakota,  Iowa,  Illinois,  Wisconsin,  Missouri,  Nebraska,  Kansas,  Call- 
fomia,  and  Wyoming,  It  controlled  the  tranqportatton  of  that  eom- 
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pany.  The  lart-named  company  connected  at  eeveral  points  with  the 
Union  Pacific,  and  was  a  natnral  and  important  feeder  for  it 

The  San  Pedro,  Loe  Angeles  ft  Salt  Lake  Railroad  Company  was 
organised  in  1902  for  the  purpose  of  constmcting  a  line  of  railway 
extending  from  San  Pedro,  Gal.,  across  the  states  of  Oalifomia  and 
Neyada  in  a  northeasterly  conrse,  to  Salt  Lake  City. 

From  Bl  Paso,  Tex.,  on  fhe  Sonthem  Pacific  line,  the  Texas  &  Pa- 
cific Railroad  ran  across  the  state  of  Texas  to  Texarkana,  and  there 
connected  with  [107]  the  rails  of  the  St.  Lonis,  Iron  Momitain  & 
Sonthem  Railroad,  which  extended  to  St  Lonis.  At  St  Louis  the 
last-named  road  connected  with  the  Wabash,  for  the  B3ast,  and  the 
Missouri  Pacific,  for  Pueblo,  Oolo.^and  there  connected  with  the  Den- 
ver &  Rio  Qrande  Railroad,  which  ran  to  Ogden.  These  last-men- 
tioned roads  constituted  what  Is  known  as  the  Gould  System,  and 
operating  under  one  general  management,  swung  around  from  a  point 
on  the  Southern  Pacific  at  Bl  Paso  to  another  point  on  the  Southern 
Pacific  at  Ogden.  The  last-named  company  constituted  its  only  con- 
nection into  California,  and  afforded  its  only  opportunity  for  partici- 
pation tn  transcontinental  business. 

In  1896  the  Union  Pacific  Company,  which  had  been  in  the  hands  of 
a  receiyer  since  1893,  was  reorganised,  and  Mr.  Harriman  and  his 
associates  came  into  control.  They  soon  adopted  and  put  into  exe- 
cution plans  of  a  stupendous  character  for  the  rehabilitation  and 
reconstruction  of  the  road,  inyolving  an  expenditure  of  many  millions 
of  doUarsL  Apart  from  possible  rights  conferred  by  the  acts  of  Con- 
gress approved  July  1, 1862  (12  Stat  489),  July  2, 1864  (18  Stat  866), 
and  June  20,  1874  (18  Stat  111  [U.  S.  Comp.  St  1901,  p.  8577]), 
knvvwn  as  the  "Pacific  Railroad  Acts,"  the  Union  Pacific  Company 
had  no  Independ^t  right  of  co-operation  by  through  route  or  joint 
rates  with  the  Southern  Pacific  for  the  Pacific  Coast  trade,  and  in  t&ct 
no  oth^  direct  connection  was  open  to  it  for  that  trade  except  the 
Southern  Pacific  road  itself.  The  Rio  Grande  and  its  allied  lines 
and  connections  with  trunk  lines  from  the  east  at  St  Louis  was  avail- 
able  to  the  Southern  Pacific  as  a  connection  at  Ogden  for  business 
for  the  Atiantic  seaboard  and  Middle  states.  To  meet  a  menace  occa- 
sioned by  this  situation  and  secure  a  reliable  and  permanent  arrange- 
ment for  Pacific  Coast  business,  Mr.  Harriman,  acting  for  the  Union 
Pacific  Company,  first  tried  to  purchase  from  the  Southern  Pacific 
Company  the  old  Central  Pacific  line,  extending  between  Ogden  and 
San  Francisco,  and  failing  in  this,  entered  into  negotiations  with  C.  P. 
Hunting;ton  in  his  lifetime  for  the  purchase  of  a  laTge  block  of  the 
capital  stock  of  that  company,  owned  by  him.  Being  unsuccessful  in 
this,  he  renewed  his  efforts  to  secure  that  stock  from  Mr.  Huntington's 
heirs  and  devisees  after  his  death,  in  1900.  In  this  effort  he  had  a 
competitor  in  George  Gk>uld,  acting  for  the  Gould  interests.  It  re- 
sulted, in  1901  and  1902,  In  the  purchase  for  the  Union  Pacific  Com- 
pany of  900,000  shares,  and  these,  with  the  shares  of  some  preferred 


Digitized  by  VjOOQIC 


310  mt.vmmiUJi  ra^OBrra,  IM. 

stoelQ  atlerwftrdB- Issaea  fmd  taken  by  it,  iiia4e  a  holding  of  a  llttl«- 
over  46  per  ceat  of  the  total  OQtatandliig  isaiie  ot  Heathem  Padllc 
stoefc.  This  WHS  a  bolcttng  snfllciBDt,  acaordlng  ta  the  iimal  eondiict  of 
oorfiorate  affairs,  to  insare  to  the  Union  Pacific  Ctompany  contiDl  in 
tiie  management  of  the  Southern  Pacific  GomiMUiy. 

In  1901  the  Northern  Pacific  Ck)mpany  acqoired  a  controlUng-  Inter- 
est in  the  Chicago,  Burlington  &  Quincy  BailroacU  which  was  a  natucal 
and  actual  feeder  to  the  Union  Pacific  Company.  After  an  unsoocesa* 
ful  effort  to  secure  from,  Mr.  Hill,  who  acted  for  the  Northern  Pacific 
Company,  a  partial  interest  in  that  purchase,  in  onte  to  insure  a  con- 
tinuation of  the  fair  and  equitable  relations  which  bad  theretofore 
existed  between  the  Union  Pacific  apd  the  Burlington  roads,  Mr.  Har- 
riman  purchased  for  the  Union  Pacific  Company  a  majority  of  the 
capital  stock  of  the  Northern  Pacific  Company,  including  in  his  pur- 
chase more  of  the  preferred  than  of  the  common  stock.  The  preferred, 
by  action  of  the  board  of  directc^-s  of  the  latter  company,  was  soon 
retired.  The  Northern  Securities  Company  was  afterwards  organiced, 
and  the  common  stock  transferred  to  it.  Upon  its  dissolution  in  1906, 
the  Union  Pacific  Company  was  reguired  to  accept  a  part  of  iiie  stock 
of  the  Great  Northern  Railway  Company  in  lieu  of  some  of  its  former 
holdings  in  the  common  stock  of  the  Northern  Pacific  Compai^.  Har- 
riman  t.  Northern  Securities  Co.,  197  U.  8.  244,  25  Sop.  Ct  498,  49 
h,  B3d.  739.  If  the  Union  Pacific  Company  acquired  any  controlling  or 
influential  interest  in  the  management  of  the  Northern  Pacific  Com- 
pany, these  things  resulted  in  the  loss  thereof.  Finally,  in  the  years 
1908  and  1909,  holdings  of  the  Union  Pacific  Company  in  Northern 
Pacific  or  Great  Northern  stock  entirely  ceased. 

In  1904  the  defendants  Harriman,  Rogers,  Stiilman,  Frick,  Kahn» 
and  Schiff  purchased  for  themselves  as  individuals  $80,000,000  in  par 
vfilue  of  the  commcfu  stock  of  the  Atchison,  Topeka  &  Santa  Fe  Rail- 
way Company,  and  [108]  later  in  1906  the  Union  Pacific  Company 
invested  $10,000,000  of  its  idle  money  in  the  preferred  stock  of 
that  company.  The  individuals  who  purchased  and  owned  the 
common  stock  secured  the  election  of  two  of  their  «yndic»e,  the 
defendants  Frick  and  Rogers,  as  members  of  the  board  of  directors 
of  the  Santa  Fe  Company.  They  were  at  that  time  also  members  of 
the  board  of  directors  of  the  Union  Pacific  Company.  The  holding  of 
the  last-mentioned  company  of  $10,000,000  in  the  preferred  stock  of 
the  Santa  Fe  Company  was  about  5  per  cent  of  the  total  outstanding 
stock  of  the  latter  company.    This  was  all  disposri  of  in  1909. 

Some  time  after  the  acquisition  by  the  Union  Pacific  Company  of 
the  Southern  Pacific  stock,  the  latter  company  became  Involved  in  a 
controversy  with  the  Phcenlx  &  Bastem  Railroad  Company,  the  owners 
of  a  short  line  of  road  in  Arizona.  Litigation  ensued,  and  resolted  in 
the  sale  of  the  Ph<enix  &  Bastem  Railroad  to  the  Southern  Pacific 
Compony.  About  that  time  there  was  a  consolidation  of  a  short  line 
o(  road  (about  90  miles)  in  the  northwestern  part  of  Oalitonia.  with 
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fli*  Sovthern  Railway  Oompany.    This  consolidation  was  made  pn^- 
anant  to  the  laws  of  tAe  state  of  California. 

Prior  to  1880  the  Union  Padflc  Company  through  its  subsidiary 
company,  tiie  Oregon  Short  Line,  constructed  a  line  of  railroad  exr 
tending  from  Salt  Lake  City  In  a  southwesterly  direction  to  Milford, 
a  point  near  tha  state  line  between  Ufeah  andNevada*  a  dlatence  ol 
ahoat  206  miles,  and  plans  wane  m«de  for  an  extension  o!f  the  road 
farther  sonthwestwardly  and<  ultimately  to  Los  Angelea.  Oradlng 
had  ibeen  dona  at  a  heavy  cost  on.  this  leaDtension  for<  afwrther  diataflwa 
of  117  miles,  a  part  of  the  way  being,  through  >  a  mgg^.  and  narrow 
defile  in  the  mountain,  when,  on  account  of  financial  emharrasamanta 
culminating  in  the  receivershliP  of  the  Union  Bacific  and  Oregon  Short 
Line  Companies,  work  had  to  be  abandoned.  Xn  the  meantime  a.  tax 
deed  purporting  to  convey  title  to  the  graded  road  had  been  secareil 
by  defendant  Clark  and  hla  associates^  who  sought  to  construct  a  paii 
of  a  line  of  railway  projected  by  them  between  l^lt  Lake  City.  aoA 
Los  Angeles  over  it  This  provoked  proceedings  in  the  Land  Detpar^ 
ment  and  courts  by  the  Oregon  Short  Line  to  assert  Its  rights,  whicb 
resulted  favorably  to  its  contentioii.  Utah  N.  &  C  9,  Go.  v.  Utah  h 
0.  Ry.  Co.  (0.  0.)  no  Fed.  879. 

Pending  subsequent  controversies  between  the  partieii^  an  adjaalr 
ment  was  reached  whereby  the  two  promoters,  the  Oregon  Short  JMe 
and  the  Clark  interests,  proceeded  Jointly  to  construct  and:  operate •«: 
aingle  line,  each  taking  one-half  interest  in  the  stock  of  the  San 
Pedro,  Los  Angeles  &  Salt  Lake  Compaixy,  which  owned  and^Oiperata^l 
it  It  was  not  completed,  and  no  commerce  passed  over  it  ontil  1906^ 
In  the  further  adjustment  of  their  ditferences,  certain  permanent  pro* 
visions  relating  to  Joint  through,  and  local  rates  weremadc^  favorahle 
to  the  interests  of  the  Union  Pacific  Company  and  its  allied  roads. aa  a 
systeuL 

Prior  to  1001  agents  of  the  Union  PadAc,  Southern  Fadfle,  and. 
Santa  Fe  roads  were  actively  engaged  in  New  Zorlc,  and  elsewhere  ini 
securing  business  between  New  York,  Pittsburg,  and  Interior  points 
to  the  Pacific  Coast.  The  Union  Pacldc  Company,  having  no  thzongh 
route,  had  to  depend  upon  connections  with  other  roads  at  either  ^d 
of  its  line,  and  to  share  with  them  the  revenue  resulting  from  the. 
traffic  secured  in  such  proportions  that  out  of  the  through  rate  it 
received  but  a  minor  part;  for  instance: 

Pftrfceat 
On  traffic  from  New  York  to  San  Francisco,  via  Omaha  and  Og- 

d^i,  it  received  of  the  through  rate  only 34. 4' 

Its  connections  east  of  Omaha  received^ 86. 6 

And  the  Sonthem  Padilo,  from  Ogden  to  destination,  received 80.  l 

On  traflic  from  New  Yotk  to  San  Frandaco,  via  Kansaa  City 

and  Ogden,  it  i»oeiv«A  of  the  tiixougta  rate  only 80. 6 

Itf(  coiw^ctiona  east  of  Kansas  City  received 8a  6' 

And  the  Bouthmi ^ad0<b  fnun  Ogdiiiito  deBttaatlon,  received..  80.9 
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Far  eoBf. 
On  traffic  from  Candimatl  to  San  Francisco,  via  Omalia  and  Og- 

den,  it  recelTOd . 40.4 

Its  connections  east  of  Omaha  received — ^. 24. 4 

And  the  Sonthem  Pacific,  from  Ogden  to  destinaticm,  received —  35. 2 

[IW]  On  traffic  from  Ohicago  to  San  Francisco,  via  Kansas 

Oitj  and  Ogden,  it  received  of  the  through  rate  only..  43. 6 

Its  connections  east  of  Kansas  City  received 14. 2 

And  the  Sonthem  Pacific,  from  Ogden  to  destination,  received..  42. 2 

From  these  fairly  illnstrative  instances  It  appears  that,  on  trans- 
continental traffic  from  New  Yoi^  and  Important  Interior  points  by 
way  of  the  Union  Pacific  road  to  San  Francisco,  the  connections  of 
tbe  last-mentioned  road  on  both  ends  received  practically  two-thirds 
of  the  total  freight  rate;  the  Sonthem  Pacific  itself  receiving  about 
the  same  proportion  of  it  as  the  Union  Pacific  did.  On  the  other 
hand,  the  Southern  Pacific  received  on  freight  from  New  York  com- 
mon points  to  San  Francisco  by  way  of  New  Orleans  on  Its  own  route 
an  the  through  rate,  and  on  freight  from  Cincinnati,  C3ilcago,  and 
othtf  interior  points  to  San  Francisco  via  New  Orleans  the  total 
through  rate  less  the  small  portion  required  by  the  initial  carriers  for 
tnmsportatlon  from  point  of  origin  to  New  Orleans. 

ICany  witnesses  testified  generally  that  the  Union  Pacific  and 
Southern  Pacific  were  prior  to  1901  competing  lines  for  transconti- 
nental business  and  had  separate  soliciting  agents  in  New  York  and 
elsewhere.  The  proof  amply  shows  that  they  were  active  In  securing 
rontlngs  of  freight  and  passengers  to  Gallfomia,  but  that  they  did  it 
in  two  ways:  One  by  direct  solicitation  of  shippers  and  passengers, 
and  the  other  by  securing  and  fostering  friendly  relations  with  the 
initial  carriers  at  the  points  of  origin  of  the  traffic.  The  initial  car- 
rier commonly  was  able  to  and  did  determine  the  routing  of  all  traffic. 
Notwithstanding  the  right  of  the  shipper  In  the  abstract  to  do  so,  the 
initial  carrier  practically  settled  the  question  so  as  best  to  serve  its 
own  interest 

In  so  far,  however,  as  the  initial  carrier  was  Influenced  by  the  ship- 
pers and  they  by  the  soliciting  agents,  the  result  was  this:  As  be- 
tween the  Southern  Pacific  and  the  UdIob  Pacific,  the  ageuts  of  the 
former  exercised  their  Influence  in  fbvor  of  their  through  route  by 
way  of  New  Orleans ;  but,  as  between  the  Union  Paclflc  and  the  Santa 
Fe^  the  agents  of  the  Southern  Pacific  exercised  their  influence  In 
favor  of  the  Union  Pacific  route,  as  it  thereby  secured  for  itself  a 
haul  of  800  miles  over  its  own  road  from  Ogden  to  San  Francisco,  the 
last  connecting  link  Into  California. 

The  actuating  Intoit  and  purpose  of  the  Union  Paclflc  Company  in 
acquiring  the  Huntington  stock  was  to  secure  a  permanent  and  re- 
liable connection  at  Ogdoi  for  tiirough  traffic  over  the  Central  Padflc 
Une  to  the  Padflc  Coast,  and  thereby  to  save  the  necessity  for  con- 
structing a  road  of  its  own  from  Ogden  to  San  Franetseo. 
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The  fiactf  relating  to  leas  Important  competition  (1)  between  13ie 
Atlantic  seaboard  and  interior  points  on  the  one  hand  and  Portland, 
Dr.,  on  the  other,  (2)  between  the  Atlantic  seaboard  and  Ck)lorado 
and  Utah  common  points,  (8)  between  Portland  and  Utah,  Ck)lorado, 
and  Nevada  common  points,  (4)  between  San  Francisco  and  Port- 
land, (6)  between  San  Frandsoo  and  Montana  and  Idaho  common 
points^  and  (6)  between  New  York  and  interior  common  points  and 
the  Orient,  wiU  be  efpeciflcally  referred  to  so  far  as  necessary  in  the 
opinion. 

Frank  B.  KeUogg  and  Oordenio  A.  Severance  (George  W. 
Wickershamy  Atty.  Gen.,  on  the  brief),  for  the  United  Statea 

N.  H.  LoomiSy  P.  F.  Dutme,  and  D.  T.  Watson  (H.  F. 
Stofnbaugh  and  John  M.  Freeman^  on  the  brief),  for 
defendant& 

Before  Sanborn,  Van  Devanteb,  Hook,  and  Adahb,  Cir- 
cuit Judges. 

Ai>am9,  Circuit  Judge  (after  stating  tibie  facts  as  above). 

1.  To  bring  any  transaction  within  the  condemnation  of 
the  first  section  of  the  anti-trust  law,  it  must  be  a  contract, 
combination,  or  conspiracy  in  restraint  of  interstate  or  inter- 
national commerce.  This  restraint  [110]  must  be  substan- 
tial in  diaracter  and  the  direct  and  immediate  effect  of  the 
transaction  complained  of .  Addyston  Pipe  <&  Steel  Co.  v. 
United  States,  17C  U.  S.  211,  20  Sup.  Ct  96,  44  L.  Ed.  136, 
and  cases  cited.  The  most  important  feature  of  the  com- 
plaint in  this  case,  and  the  one  chiefly  relied  upon  by  counsel 
for  the  government  in  support  of  their  contentions,  is  the 
purchase  in  1901  by  the  Union  Pacific  Company  of  a  con- 
trolling interest  in  the  capital  stock  of  the  Southern  Pacific 
Company.  Its  consequences  are  alleged  to  have  been  the 
destruction  or  restriction  of  free  competition  in  transconti- 
nental commerce.  Whether  such  consequences  followed  de- 
pends upon  whether  these  companies  were  or  could  have  been 
independent  and  substantial  competitors  before  the  transac- 
tion in  question  occurred.  Kimball  v.  Atchison,  T.  cfi  S.  F. 
19.  Co.  (C.  C.)  46  Fed.  888.  Most  obviously,  if  they  were 
not  and  could  not  then  have  been  such  oHnpetitors,  the  se- 
curing of  control  of  both  by  one  did  not  destroy  or  stifle  com- 
petition. Northern  Securities  Co.  v.  United  States,  193  U.  S. 
197, 881, 24  Sup.  a.  436, 48  L.  Ed.  679. 
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The  question  Hien  is:  Was  the  line  of  Hie  TTmon  Pacific 
Company^  extending  only  from  Omaha  and  Kansas  City 
on  the  east  to  Ogden  on  the  west  a  competing  line  prior  to 
1901  for  transcontinental  business  with  the  Southern  Par 
oific  Con^^any,  whose  line  extended  from  New  York  on.  the 
east  o'^r  the  sea  to  New  Orleans,  and  thence  by  nil  to  San 
Francisco  and  Portland  on  the  westt  The  question  is  not 
whether  it  constituted  a  continuous  line  over  which  traffic 
might  possibly  be  moved  fnmi  the  Atiantic  seaboard  or  in- 
terior to  tile  Pacific  Coast,  but  whether  it  constitated  a  feas- 
ible route  over  which  it  could  enter  naturally  and  profitably 
into  competition  with  the  Southern  Pacific  route  for  that 
traffic. 

Claim  is  not  made  that  it  was  such  a  competitor  for  any 
business  originating  on  or  near  to  its  main  line,  but  only  for 
business  originating  in  New  York  or  Pittsburg  common 
points,  1,000  or  more  miles  away  from  its  Una  Its  traffic 
between  New  York,  and  interior  points,  on  the  one  hand,  aiid 
Portland,  Oreg.,  on  the  other,  was  of  trifling  importance, 
amounting  for  the  fiscal  year  preceding  the  purchase  of  the 
Huntington  stock  to  only  0.46  per  cent  of  its  total  tonnage. 
Accordingly  its  competitive  relation  to  the  Southern  Pacific 
route  with  respect  to  traffic  in  and  out  of  San  Francisco,  the 
chief  gateway  for  trans-contaneqtal  business,  will  first  be 
considered. 

It  had  a  connection  at  Granger  with  its  subsidiary  linee, 
the  Oregon  Short  Line  and  the  Oregon  Railroad  &  Naviga« 
tion  line,  extending  to  P<»-tland,  and.  there  with,  a  line  of 
steamboats  irregularly  and  infrequently  running  between, 
that  port  and  San  Francisco.  But  this  detour  throuf^. 
Portland  and  over  the  sea  was  long,  unreliable,  and  unsati* 
isf actory,  and  afforded  no  opportunity  for  fair,  and  remuner- 
ative competition  with  the  Southern  Pacific  for  San  Fran- 
cisco trade.  It  was  about  1,700  miles. in  lengthy  as  against 
800  miles  in  direct  line  from  Ogden  to  San  Francisco.  In 
fact,  prior  to  1901  it  had  never  been  employed  in  any  sfub- 
stantial  way  as  an  outlet  for  the  Union  Pacific's  west-bound 
freight  iipitQ  San  Francisco*  It  is  inconceivahle^.thexiefQrei 
that  the  Huntington  stock  was  purchased  to  prevent,  or  had. 
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the*  [111]  efl^  of'preTenting,  in  any  substantial  ^ay,  free 
competition  with  so  devious  and  impracticable  a  route. 

We  shall  accordingly  dismiBs  it  from  further  considera- 
tion so  far  as  transcontinental  business  is  concerned,  and 
pass  to  the  important  question  upon  which  argument  was^ 
concttEitrated :  Whether  the  right,  privil^e,  or  practice, 
whatever  it  may  have  been,  of  connecting  with  the  rails  of* 
tile  Southern  Pacific  at  Ogden  and  of  using  that  company's 
line  between  Ogden  nsnd  Siui  Francisco,  together  with  the. 
right,  privilege,  or  practice  of  connecting  at  Omaha  and* 
Kansas  City  with  the  lines  of  other  railroads,  which  by  them- 
selves and  by  successive  connections  led  to  the  points  of  ori- 
gin of  the  traffic,  constituted  the  Union  Pacific  a  competitor 
of  the  Southern  Pacific  for  that  traffic^  It  is  certain  the 
Union  Pacific  by  itself  could  do  none  of  thai  business.  It 
extended  neither  to  its  origin  nor  destination.  It  depended' 
for  success  upon  its  connections  with  other  railroad*^  at  the 
east  and  with  its  alleged  oomp^itor  at  the  west  end  of  its 
own  line. 

2.  Prior  to  the  enactment  of  the  provisions  of  the  fourth 
section  of  the  act  of  June  29,  1906  (84  Stat,  pt  1,  p.  690 
[U.  S.  C<Mnp.  St.  Supp.  1909,  p.  1169] )  known  as  the  "  Hep- 
bum  Act,''  there  was  no  way  of  coercing  railroad  companies 
into  establishing'  through  routes  or  joint  rates  with  each 
other.  In  Southern  Pacific  v.  Interstate  Com.  Gom.^  200- 
n.  &  536,  663,  26  Sup.  Ct  880,  834,  50  L.  Ed.  586,  the  Su- 
preme Court  speaking  of  a  time  antedating  the  Hepburn  act, 
said: 

'^  It  is  conceded  that  the  different  railroads  forming  a  contlnnoosline 
of  road  are  free  to  adopt  or  refose  to  adopt  Joint  throagh  tariff  rates. 
Tbe  eosunerceact  recognises  such,  right,  and  pnnvides  for  titie  filing' 
with  the  ooBuniision  of  the  through  tariff  rates»  as  agreed  upon  bei- 
tween  the  companies.  The  whole  question  of  Joint  throagh  tariff  rates, 
under  the  provisions  of  the  act,  is  one  of  agreement  between  the  com- 
panies, and  they  may,  or  may  not,  enter  into  it,  as  they  may  think  their 
interests  demand.  And  it  is  equally  plain  that  an  initial  carrier  may 
agree  tq^on  JoAnt  tlurongh  rates  widi  one  or  several  connecting  oarriers, 
who  between  ead^.  other,  miglit  l>e>  r^sarded  as  competing  itoada  Itr 
is  fUso  undoubted  that  the  common  cfirrier  need  npt  contract  to ; carry: 
beyond  its  own  line,  but  may  there  deliver  tq  the  next  succeeding  ca^r- 
rier,  and  thus  eiMl  its  responsibility,  and  charge  its  local  rate  for  the 
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transportatloQ.    If  it  agree  to  Izanqwrt  begrond  its  own  llnei  It  may 
do  80  by  Boch  lines  as  it  chooses." 

Whether,  therefore,  the  great  Eastern  lineB  and  their  oon- 
nections,  which  gathered  up  the  west-bound  freight,  should 
favor  the  Union  Pacific,  the  Southern  Pacific,  or  the  Santa 
Fe  routes,  as  their  final  connecticm  into  San  Francisco,  was 
optional  with  them.  If  they  favored  the  Union  Pacific,  the 
terms  of  their  arrangement,  whether  for  a  reasonable  partici- 
pation by  each  in  the  through  rates,  or  on  the  basis  of  local 
rates  for  the  service  of  each,  or  otherwise,  were  not  within 
the  power  of  the  Union  Pacific  itself  to  determine,  or  of  the 
courts,  in  the  absence  of  legislative  authcMrity,  to  enforce. 
If,  perchance,  the  Union  Pacific  had  for  a  time  a  voluntary 
arrangement  with  the  Chicago,  Milwaukee  &  St  Paul,  the 
Michigan  Central,  and  the  New  York  Central  for  a  through 
route  and  joint  rates  on  traffic  destined  from  New  York 
oonmion  points  to  Ogden  and  thence  to  San  Francisco^  can 
it  be  true  that  that  fact  by  itself  would  have  constituted  the 
Michigan  Central  a  competitor  of  the  Southern  Pacific  for 
[112]  that  traffic  within  the  intent  and  meaning  of  the  Anti- 
Trust  Law  ?  If  not,  it  does  not  seem  to  us  that  the  Union 
Pacific  Company,  another  intermediate  link,  like  it,  in  the 
same  temporary  through  route,  could  have  been  such  a  com- 
petitor. But  we  do  not  rest  our  conclusion  on  this  feature 
of  the  case  alone. 

8.  In  view  of  the  fact  that  the  Southern  Padfic  owned 
and  operated  the  road  from  Ogden  to  San  Francisco,  with 
which  alone  (except  for  the  circuitous  and  impracticable 
route  via  Portland  and  the  sea  to  San  Francisco)  the  Union 
Pacific  could  have  connected,  and  over  which  alone  it  could 
have  carried  its  traffic  into  San  Francisco,  we  are  unable  to 
understand  how  the  Union  Pacific  could  have  been  an  inde- 
pendent competitor  with  the  Southern  Pacific  for  business 
over  that  road  into  San  Francisco.  While  the  Union  Pacific 
was  entirely  dependent  upon  the  Southern  Pacific  for  its 
connection  westward,  the  Southern  Pacific  was  not  at  all  de- 
pendent upon  the  Union  Pacific  for  its  connection  eastward. 
The  Denver  A  Rio  Grande  Company  and  its  allied  lines  un- 
der one  control  had  a  through  route  extending  from  Ogden, 
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tfafoog^  Denret,  Kansas  City,  and  St-  Louis,  to  Chicago 
and  other  interior  points,  and  thenoe  by  many  available  con- 
nections to  Ncrw  York  and  the  seaboard.  This  was  obviously 
a  most  attractive  and  powerful  rival  of  the  Union  Pacific 
Company,  and  a  constant  menace  to  its  success.  The  latter 
was  in  no  position  to  coerce  any  action  by  the  Soufliem  Pa- 
cific.   Its  hands  were  tied. 

But^  it  is  argued,  it  could  retaliate  by  using  its  influence 
to  induce  initial  carriers  or  shippers  to  route  transconti- 
nental freight  by  way  of  Portland  and  the  sea  to  San  Fran- 
cisoo.  This  being  sudi  a  long  and  unreliable  route,  little 
suocesB  could  have  been  reasonably  eicpected  in  such  re- 
taliation. If  the  Rio  Orande  should  have  been  favored  by 
the  Southern  Pacific  as  its  Eastern  connection,  the  Union 
Pacific,  in  tine  language  of  the  witnesses,  would  have  been 
practically  bottled  up  at  Ogden.  With  the  advantage  pos- 
sessed by  the  Southern  Pacific  as  an  initial  carrier  to  deflect 
all  east-bound  traffic  to  another  line  at  Ogden,  and  with  the 
right  to  exact  on  all  east  or  west  bound  traffic  local  rates, 
instead  of  a  fair  and  just  proportion  of  an  established 
through  rate,  the  Southern  Pacific  would  easily  have  put  a 
quick  and  decisive  ending  to  any  hostile  rivalry  or  competi- 
tion, if  such  had  been  hazarded  by  the  Union  Pacific  This 
absolute  dependence  by  the  latter  upon  the  Southern  Pacific 
for  a  distance  of  800  miles  of  its  only  through  route,  to  say 
nothing  of  its  dependence  upon  the  voluntary  action  of  its 
Eastern  connections  already  pointed  out,  in  our  opinion,  ren- 
dered any  equal  or  profitable  competition  between  them  im- 
possible. No  real  rivalry  in  the  nature  of  things  could  have 
subsisted  as  long  as  the  success  of  one  was  dependent  upon 
the  consent  or  favor  of  the  other.  Instead  of  the  situation 
being  competitive,  the  two  roads  ideally  acted  together  and 
co-operated  between  themselves  and  with  their  connections 
in  seearing  as  mudi  of  the  trans-continental  traffic,  each  for 
the  other,  according  to  their  respective  facilities,  as  they 
could  get,  and  participated  in  the  total  revenue  on  a  basis 
of  comparative  service  rendered.  Their  relations  were  like 
those  of  a  limited  partnership,  rather  than  those  of  hostile 
oompetitorBhipw 
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[US]  But  it  is  said  the  Pacific  Baiboltd  wMj  sapra,  obU- 
gated  the  Union  Pacific  and  Central  Paeifie  (the  predaoaBSor 
in  right  of  the  Southern  Pacific  so  £ar  as  the  road  from 
Ogden  to  San  Francisco  is  concerned)  to  the  establidiment 
of  through  routes  and  maintenance  of  joint  rates,  and  take 
these  roads  out  of  the  operation  of  the  rule  announced  in 
the  case  of  Southern  Paoifio  Oomptmy  ▼.  Interstate  Oom. 
Oom^  supra.  But  we  do  not  so  interpret  them.  Those  acts 
required  the  two  roads,  the  one  from  Ogden  east  io  Omaha 
and  Kansas  City,  and  the  other  ^m  Ogden  west  to  San 
Francisco,  or  their  predecessors,  to  be  '^operated  and  used 
for  all  purposes  of  communication,  travel  and  tmn8p<»tation 
so  far  as  the  public  and  government  are  concerned,  as  one 
continuous  line  "  (section  12,  Act  July  2, 1862, 12  Stat  496) , 
and  also  required  them  in  such  operation  and  «De  ^'  to  afford 
and  secure  to  each  equal  advantages  and  facilities  as  to  rates, 
time,  transportation,  without  any  discrimination  of  any  kind 
in  favor  of  the  road  or  business  of  any  or  either  of  said  com'- 
panics,  or  adverse  to  the  road  or  business  of  any  <Hr  either  of 
the  others    *    *    *"    (section  15,  Act  July  2, 1864^  18  StttL 


The  act  of  1862  not  only  provided  for  the  continuous  op* 
eration  of  the  roads,  but  empowered  them  to  consolidate 
(section  16) ;  and  so  likewise  did  the  act  of  1864  (section  16). 
These  acts  were  obviously  intended  to  secure  a  permanmt 
physical  connection  between  the  roads  and  to  provide  gen- 
erally for  equal  accommodations  to  the  public  on  the  basis 
of  independent  carriers;  but  we  discover  in  th^oi  no  provi- 
sions or  machinery  by  which  the  Southern  Pacific,  as  succes- 
sor to  one  of  them,  could  have  been  compelled  by  the  courts 
or  otherwise  to  make  agreements  governing  interchange  df 
traffic  or  through  rates,  or  fixing  the  divisicm  of  such  tiirough 
rates  between  the  two  roads.  Section  15  of  the  act  of  1864 
is  not  substantially  different,  so  far  as  the  matter  under  oon- 
saderation  is  concerned,  from  section  3  of  the  interstate  ccm^ 
meroe  act  of  1887  (24  Stat.  d80).  They  bolh  forbid  dia- 
crimination  in  rates  between  conneotiag  lines.  Section  8 
has  been  held  by  the  Interstate  Commerce  Commission  and  by 
the  Court  of  Appeals  of  this  circuit  not  to  inrcBt  the  com'- 
mission  or  the  courts  with  power  to  compel  carriers  to  make 
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oontntcts  <»-  agimments  for  through  billing  of  freight  or  for 
joint  rates.  On  the  contrary,  it  was  held  that  such  matters 
are  left  to  the  voluntary  determination  of  the  interested  car- 
riers. L.  R.  <&  Mem.  B.  R.  Co.  v.  E.  Tenn.^  etc.^  Co.  8 
Intarst.  Com.  B.  1;  Little  Rock  ds  M.  R.  Go.  v.  St.  Louis 
<Ss  S.  W.  Ry.  Co.,  63  Fed.  775, 11  C.  C.  A.  417.  See,  also,  to 
the  same  effect,  Oregon  Short  Line,  etc.,  v.  Northern  Pacific 
R.  Co.  (C.  C.)  61  Fed.  465,  474,  and  Chicago  <&  N.  W.  Ry. 
Co.  V.  Osborne,  52  Fed  912,  914, 3  C  C.  A.  347. 

The  yohuninous  evidence  of  officers,  agents,  and  shippers 
to  the  effect  that  active  competition  existed  between  the 
Union  Pacific  and  Southern  Pacific  roads  prior  to  1901  must 
be  considered  in  the  light  of  the  legal  and  physical  relations 
of  the  roads  to  each  other  and  of  other  related  facts. 
Whether  there  was  competition  or  not,  in  view  of  all  these 
things,  is  a  mixed  question  of  law  and  fact,  and  not  sus- 
ceptible of  determination  by  the  preponderance  of  proof  as 
an  issue  of  fact  only.  Without  doubt  there  was  active  com- 
petition, but  [114]  it  was  chiefly  in  co-operation  with  initial 
lines,  which  had  the  routings  of  freight,  and  for  the  benefit 
of  such  initial  lines  and  their  connections  to  Omaha  or  Kan- 
sas City,  as  weU  as  for  the  benefit  of  the  Union  Pacific  Com- 
pany itself.  Even  so  far  as  it  was  for  the  benefit  of  the 
latter  company,  it  operated  necessarily  for  the  benefit  of  the 
Southern  Pacific  to  an  extent  of  about  eight-twentieths  of 
the  haul  after  the  Union  Pacific  took  it  at  Omaha  or  Kansas 
City.  In  this  condition  of  things,  the  opinions  of  any  num- 
ber of  witnesses  as  to  whether  the  two  were  competing  lines 
within  the  meaning  of  the  law  is  of  little,  aid,  and  the  general 
statement  of  those  witnesses  that  the  two  roads  had  separate 
soliciting  agents  throws  little,  if  any,  light  upon  the  ulti- 
mate issue. 

The  immediate  and  actuating  intent  and  purpose  of  the 
Union  Pacific  Company  in  acquiring  the  'Huntii^gfe<HDi  stock, 
and  thereby  the  contr^  of  the  operations  of  the  Southern 
Pteific  Une,  were,  according  to  the  proof,  to  secure  a  perma- 
nent working  and  reliable  connection  at  Ogden  over  an  ex- 
isting road  for  Hs  through  traffic;  a  connection  not  depend- 
tnt  iy>on  tbegrace lof  a  dotminant  oopartnery^but  one  within 
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Hb  own  control.  We  recognize  the  proposition  that,  if  th^ 
necessary  and  direct  result  of  the  purdiase  of  the  Huntings 
ton  stock  was  to  destroy  or  substantially  suppress  free  and 
natural  competition,  before  then  existing  between  the  two 
companies,  or  if  that  purchase  put  it  within  the  power  of  the 
Union  Pacific  Company  to  destroy  or  suppress  such  com- 
petition, the  latter-named  company  would  undoubtedly  be 
held  to  have  intended  the  natural  and  reasonable  conse- 
quences of  its  act,  and,  notwithstanding  the  dcxninant  pur- 
pose just  mentioned,  would  have  violated  the  Anti-Trust  law. 
Addyston  Pipe  (6  Steel  Co.  v.  United  States,  175  U.  S.  211, 
284,  20  Sup.  Ct.  96, 44  L.  Ed.  186 ;  Nartliem  Securities  Co.  v. 
Vmted  States,  193  U.  S.  197,  828,  882,  867,  24  Sup.  Ct  486, 
48  L.  Ed.  679. 

Our  conclusion  is  that  all  the  facts  of  this  case,  considered 
in  their  natural,  reasonable,  and  practical  aspect,  and  given 
their  appropriate  relative  signification,  do  not  make  the 
Union  Pacific  a  substantial  competitor  for  transcontin^ital 
business  with  the  Southern  Pacific  in  or  prior  to  the  year 
1901.  We  therefore  pass  to  a  ccmsideration  of  some  less  im- 
portant matters  relied  upon  by  the  government  to  establish 
destruction  of  competition  between  those  companies. 

It  is  contended  that  it  was  destroyed  or  suppressed  in  trans- 
continental business  between  the  Atlantic  seaboard  and 
Middle  states,  on  the  one  hand,  and  Portland  and  Willa- 
mette Valley  common  points,  on  the  other  hand.  The  route 
of  the  Southern  Pacific  for  this  business  was  by  its  own  line 
via  New  Orleans  and  San  Francisco  to  Portland,  and  that  of 
the  Union  Pacific  was  by  its  own  line  from  Omaha  and  Kan- 
sas City  to  Ogden,  together  with  its  connections  and  subcon- 
nections  eastward  from  Omaha  and  Kansas  City,  and  its 
subsidiary  lines,  the  Oregon  Short  Line  and  Oregon  Railroad 
&  Navigation  Company  running  northwestwardly  into  Port- 
land and  the  Valley.  The  geographical  relation  of  these 
routes  to  each  other,  and  the  dependence  of  one  of  them,  at 
least,  upon  voluntary  arrangements  with  other  lines,  would 
seem  to  render  natural  and  fair  competition  between  them 
for  the  Portland  trade  impossible;  but  the  [115]  slight 
volume  of  the  traffic  here  involved  affords  a  ocmtrolling  and 
decisive  consideration.    For  the  year  ending  June  80,  1900« 
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the  tpnnage  of  the  Southern  Pacific  Comf^uj  in  this  ts^e 
was  only  0.10  per  cent  of  its  total  tonnage.  For  the  sasie 
year  the  tomiage  of  th^  Umoa  Pacific  Compajay  iu.thisttrAde 
^*as  only  0.46  per  cent  of  its  total  tonnage. 

Aga,in,  it  is  contended  that  the  control  of  the  Southuin 
Pacific  Company  acquired  by  the  XJAicta  Pacific  Company 
suppressed  free  competition  between  th^  f oar  businesfii  be- 
tween the  Atlantic  seaboard  and  Colorado  and  Utah  common 
pointa  The  route  of  the  Southern  Pacific  available  foa:  this 
traffic  was  from  New  York  to  New  Orleans  or  Qalveston  by 
sea;  then.ce  over  its  own  line  to  Ft  Worth,  Tex.;  thence  o^er 
its  connection,  the  Ccdorado  &  Southern^  to  Denver;  theiioe 
over  another  connection,  the  Denver  &  Bio  Grande,  into  Utah. 

The  route  of  the  Union  Pacific  Cconpany  available  for  it 
was  its  own  line  from  Kansas  City  and  Qmi^a  to  Denver  and 
Ogden,  with  its  numerous  initial  connections  and  sufahOonDiec- 
tions,  and  also  a  line  by  sea  from  New  York  to  Newport  News 
and  Savannah;  thence  by  connections  at  thoee  places,  with 
such  railroads  as  would  favor  them  through  the  interior  0:1: 
the  country  to  the  beginning  of  its  own  rails  at  Kansas  City 
one  Omaha. 

I^ysically  and  practically  ^peaking,  in  view  of  the  ckovity 
of  the  route  of  the  Southern  Pacific  and  of  the  necessary  de- 
pendence of  both  companies  upon  volunteer  connecticsis,  leal 
rivalry  between  them  for  this  traffic  does  not  seem  to  have 
been  possible;  but  here  again  the  traffic  itself  was  of  little 
volume  and. comparatively  unimportant  For  the  year  end- 
ing January  30»  1900,  the  tonnage  of  the  Southern  Pacific;  in 
this  business  was  only  0.19  per  cent  of  ita  total  tonfif^ge.  For 
the  same  year  the  tonnage  of  the  Union  Pacific  in  this  traffic* 
was  only,  0.47  per  cent  of  its  total  tonn%ge^ 

A  like  contention  is  made  concerning  the  traffiic  between 
San  Francisco,  on  the  one  hand,  and  Portland  and  pointe  in 
the  Willamette  Valley,  on  the  other  hand;  but  this  trafio 
wa^  alsasmalL  For  the  year  ending  June  ao,  1901,  the  ton- 
nage of  the  Southern  Pacific  in  this  traffic  was  only  OJd'  per 
cent  of  its  total  toimage,  and  the  tonxytgei  of  the  UnioD 
Pacific  Company  in  it  for  the  same  per^waaoittly  li27  par 
cent  of  its  total  tonnage.  A  similar  contention  is  mada  ( 
95825^— VOL  4—17 ^21 
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ceming  the  traffic  from  Portland  and  Willamette  Valley 
common  points,  on  the  one  hand,  and  Ogden  and  its  common 
points,  on  the  other.  Tlie  route  of  the  Southern  Pacific 
Company  for  this  business  was  by  the  so-called  Shasta  route 
from  Portland  to  Sacramento,  and  thence  via  the  old  Cen- 
tral Pacific  route  to  Ogden.  This  was  a  long  and  circuitous 
route,  compared  to  that  of  the  Union  Pacific  Company  from 
Portland  via  Oregon  Railroad  &  Navigation  Company  and 
Oregon  Short  Line  to  Ogden.  Not  only  is  this  so,  but  the 
business  was  trifling.  For  the  year  ending  June  80,  1901, 
the  tonnage  of  the  Southern  Pacific  in  it  was  only  0.01  per 
cent  of  its  total  tonnage,  while  that  of  the  Union  Pacific  was 
only  0.85  per  cent  of  its  total  tonnage. 

A  like  contention  is  made  concerning  traffic  from  San 
Francisco,  on  the  one  hand,  and  points  in  Montana,  Idaho, 
£astem  Oregon,  and  [116]  Washington  on  the  other  hand. 
Without  commenting  upon  the  uncompetitive  character  of 
those  routes  for  this  business,  it  suffices  to  call  attention  to  the 
insignificance  of  the  traffic  itself.  For  the  year  ending  June 
30, 1900,  the  tonnage  of  the  Southern  Pacific  Company  in  it 
was  only  0.02  per  cent  of  its  total  tonnage,  while  that  of  the 
Union  Pacific  Company  for  the  same  time  was  only  0.23  per 
cent  of  its  total  tonnage. 

Claim  is  also  made  that  the  control  which  the  Union 
Pacific  Company  acquired  by  the  purchase  of  the  Huntington 
stock  suppressed  free  competition  between  them  for  the 
Oriental  traffic.  Many  considerations  arising  out  of  the  re- 
lations of  the  two  roads  to  the  trans-Pacific  steamship  lines 
which  carried  the  traffic  from  the  coast  have  conduced  to  the 
conclusion  reached ;  but  bearing  in  mind  that  we  are  not  con- 
sidering this  case  in  view  of  the  present  Oriental  traffic,  but 
in  view  of  what  it  was  10  years  ago,  when  the  transaction 
complained  of  occurred,  we  find  adequate  reason  for  it  in 
the  small  amount  of  this  business  also.  For  the  year  end- 
ing January  80,  1901,  the  tonnage  of  the  Southern  Pacific 
in  handling  it  was  only  0.20  per  cent  of  its  total  tonnage, 
while  that  of  the  Uniwi  Pacific  both  through  San  Francisco 
and  Portland  gateways  was  only  0.41  per  cent  of  its  total 
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The  aggregate  of  all  the  business  done  by  the  Union  Pacific 
and  Southern  Pacific  Companies  over  all  these  routes  for 
the  years  specified,  which  we  believe  fairly  represent  the 
general  conditions  prevailing  at  or  before  the  Huntington 
stock  was  purchased,  was  for  the  Southern  Pacific  Company 
0.88  per  cent  of  the  entire  tonnage  of  that  system,  and  for 
the  Union  Pacific  Company  8.10  per  cent  of  its  aggregate 
tonnage.  Tables  in  evidence  also  disclose  that  the  total  reve- 
nue derived  from  the  traffic  over  these  minor  routes  by  the 
Southern  Pacific  Company  for  the  year  preceding  the  year 
of  the  Huntington  purchase  amounted  to  only  1.25  per  cent 
of  the  total  revenue  of  that  system. 

Certainly  the  desire  to  appropriate  the  trifling  business 
done  by  the  Southern  Pacific  Company  on  these  minor  lines, 
or  to  suppress  a  competition  in  traffic  which  was  in  the  aggre- 
gate of  such  small  proportions,  jcould  not  have  been  the  in- 
spiration of  the  vast  outlay  involved  in  the  purchase  of  the 
Huntington  stock.  Neither  was  the  suppression  of  competi- 
tion in  this  infinitesimally  small  proportion  of  the  business 
of  both  companies  a  substantial  or  natural  consequence  of 
that  important  transaction.  It  did  not  amount  to  a  direct 
and  substantial  restraint  of  either  interstate  or  international 
commerce.  It  was  at  best  only  contingently,  incidentally, 
and  infinitesimally  affected  by  it.  This  is  not  sufficient  to 
bring  it  within  the  condemnation  of  the  Anti-Trust  law. 
United  States  v.  Joint  Trafflo  Association^  171  U.  S.  506,  19 
Sup.  Ct  26,  43  L.  Ed.  269;  Anderson  v.  United  States,  171 
U.  S.  604,  19  Sup.  Ct.  50,  43  L.  Ed.  300;  Field  v.  Barber 
Asphalt  Co.,  194  U.  S.  618,  24  Sup.  Ct.  784,  48  L.  Ed.  1142; 
Northern  Securities  Co.  v.  United  States,  supra;  Cincinnati 
Packet  Co.  v.  Bay,  200  U.  S.  179,  26  Sup.  Ct  208,  60  L.  Ed. 
428;  Phillips  v.  lola  Portland  Cement  Co.,  61  C.  C.  A.  19, 
125  Fed.  593;  Arkansas  Brokerage  Co.  v.  Durm  dk  PoweU, 
97  C.  C.  A.  464, 17S  Fed.  899;  United  [1171  States  v.  Stand, 
ard  OH  Company  (C.  C.)  173  Fed.  177,  and  cases  cited. 

4.  This  concludes  consideration  of  the  effect  of  the  trans- 
action chiefly  relied  upon  by  the  government  in  this  case. 
But  it  is  contended  that  the  purchase  by  the  Union  Pacifle 
of  a  controlling  interest  in  the  stock  of  the  Northern  Pacific 
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Company  was  also  Tiolative  of  the  Anti-TVast  law.  Wilboat 
dwelling  on  the  reason  for  the  purchase  of  this  sto^,  dis- 
closed in  tbe  preceding  statement  of  facts,  it  is  sufficient  to 
say  that,  if  any  controlling  int^est  was  thereby  acquired,  it 
was  lost  some  time  before  this  suit  was  instituted,  and  that 
none  of  that  stock  is  now  held  by  or  for  the  Union  Pacific 
Company.  As  there  is  no  showing  of  any  like  ambitious 
project  in  this  respect  for  the  future,  we  fail  to  discorer  any 
opportunity  or  reason  for  the  injunctive  relief  on  this  aeoount. 

5.  The  transaction  of  1904,  by  which  a  syndicate  of  men 
interested  in  the  Union  Pacific  Company  purchased  for  their 
individual  account  $30,000,000  in  face  value  of  the  stock  of 
the  Santa  Fe  Company,  and  the  investment  in  1906  of 
$10,000,000  by  the  Union  Pacific  in  acquiring  6  per  cent  of 
that  stock  are  not  claimed  to  have  conferred  any  actual 
power  of  control  upon  the  Union  Pacific  ov«  operations  of 
the  Santa  Fe  Company.  Hie  proof  does  not  disclose  that 
any  such  control  was  acquired  or  attempted  to  be  exercised. 
Even  if  the  motive  of  the  purchasers  was  to  gain  some  inside 
information  concerning  the  operations  of  the  great  competi- 
tor of  the  Union  Pacific  Company,  they  chose  an  ^itirely 
lawful  way  for  doing  it,  and  their  acts  afford  no  reason  for 
judicial  condemnation. 

6.  Mudi  of  the  argument  relating  to  the  construction  of 
the  San  Pedro  route  is  addressed  to  the  preposition  that, 
because  the  San  Pedro  line  was  not  completed  at  the  time 
the  Huntington  stock  was  purchased,  and  because  there  was 
no  competition  then  existing  between  the  roads  in  question, 
th^:^  could  have  been  no  contract,  combination,  or  conspiracy 
in  restraint  of  it  The  contention  of  the  government  in  this 
particular,  that  a  contract  to  strangle  a  threatened  competi- 
tion by  preventing  the  construQjbion  of  an  immediately  pro- 
jected line  of  railway,  which,  if  constructed,  would  naturally 
and  substantially  compete  with  an  existing  line  for  inter- 
state traffic^  would  be  in  violation  of  the  Anti-Trast  law,  may 
wdl  be  conceded.  United  States  v*  Patterson  (C.  C.)  69 
Fed.  280;  Interstate  Com.  Com.  v.  PhUaddphia  <k  R.  By. 
Oo.  (C.  C.)  123  Fed.  969;  Thomsen  v.  Union  OasOe  Mail 
S.  S.  Ooi^9S  aC.  A.  815,  166  Fed.  361;  PrnMylvania  B. 
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<fo.  r.  €(mm&M00iaa^  8  Sadler  (Pa.  Sap.  Ot  Oases)  88/91, 
7  Afl.  874. 

7.  But  t&is  tKMioession  does  not  sdtUe  the  question  before 
us.  The  Sati  Pedro  line,  as  originally  projected  and  as  ulti- 
mately constructed,  does  no/t  appear  to  have  been  naturally 
oompetitire  with  the  Uiiion  PacilSc,  Sou&em  Pacific,  or  aiiy 
of  the  subsidiary  lines.  It  is  practically  a  continuation  of 
the  Union  Pacific  or  Oregcm  Short  Line  southwardly,  and, 
generally  speaking,  its  course  is  at  right  angles,  rather  than 
parallel  with,  either  the  Union  Pacific  or  Southern  Pacific 
line.  If  it,  as  an  existing  route,  had  been  acquired  by  the 
Union  Pacific,  it  would  hare  served  rather  as  a  short  cut 
from  Los  Angeles  to  [118]  Salt  Lake  City,  to  avoid  the 
circuitous  route  between  those  pcrints  via  San  Francisco, 
than  as  a  natural  competitor  for  any  of  the  business  of  that 
route.  While  it  was  calculated  to  deprive  the  Southern 
Pacific  of  a  long  haul  on  traffic  destined  between  Los  Angeles 
and  Salt  Lake  City  and  beyond,  it  would  be  unfortunate 
indeed  if  that  fact  should  have  prevented  its  construction, 
ei^iecially  whw  it  wes  practically  at  right  angles  with  the 
Southern  line,  and  much  shorter  and  much  better  adapted  to 
serve  the  public.  In  these  circumstances  it,  as  projected  and 
built,  was  not,  in  our  opinion,  naturally  competitive  with  the 
Southern  Pacific  line,  as  alleged  in  the  bill. 

It  is  however,  contended  that  in  the  adjustment  of  differ* 
coioes  between  the  Union  Pacific  and  its  allied  or  subsidiary 
companies  with  the  Clark  interests,  resulting  in  the  ccmstruo- 
tion  of  one  line  between  Salt  Lake  City  and  Los  Angeles, 
instead  of  two,  as  projected,  there  was  a  suppression  of  oom- 
petition  which  would  have  existed  between  the  two,  if  they 
had  built  separately.  We,  however,  are  unable  to  discover 
anjrthing  in  the  transadion  except  a  laudable  purpose  to  ad- 
just differences  and  constraet  a  line  of  railroad  between  the 
two  points  which  would  serve  their  joint  interests  as  well  as 
those  of  the  public.  The  evidence  discloees  that  it  was  not 
feasible  to  construct  two  lines  of  road  over  the  only  prac- 
ticable route  through  the  canyon  in  the  mountains,  known  as 
^^  Meadow  Valley  Wash."  Iliis,  with  other  reasons  of  a  prac- 
tioal  Mttliie,  fully  justified  the  abandonment  of  the  project 
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of  constructing  two  lines  and  the  consolidation  of  tfaem  into 
one. 

Some  minor  agreements  fixing  the  relations  between  the 
new  San  Pedro  line  and  the  other  lines  composing  the  system 
of  the  Union  Pacific,  as  well  as  the  provisions  for  fixing 
through  and  local  rates,  were  made;  but  these  are  so  inci- 
dental to  the  main  transaction,  already  found  not  to  have 
violated  the  interstate  commerce  act,  as  to  warrant  no  fur- 
ther consideration.  If  it  be  true,  as  already  pointed  out, 
that  the  San  Pedro  line  was  not  naturally  competitive  with 
the  Union  Pacific  or  Southern  Pacific  lines,  none  of  these 
incidental  things  would  disturb  legitimate  competition 
within  the  purview  of  the  Anti-Trust  law. 

The  evidence  discloses  certain  transactions  between  the 
Southern  Pacific  Company,  on  the  one  hand,  and  the  Phoenix 
&  Eastern  and  the  California  &  Northwestern  Railroad  Com- 
panies, on  the  other  hand,  which  are  claimed  to  have  been 
in  restraint  of  competition  between  them ;  but  as  they  affect 
local  transportaticm  only,  and  are  not  complained  of  in  the 
bill  as  substantive  wrongs,  and  as  neither  of  the  two  last- 
mentioned  companies  are  made  parties  to  this  action,  it  is 
not  perceived  how  any  independent  relief  with  respect  to 
them  can  be  granted.  We  therefore  refrain  from  consider- 
ing them,  except  in  so  far  as  they  afford  relevant  evidence 
on  issues  joined  in  the  case. 

8.  Having  now  found  that  the  several  contracts  or  trans- 
actions specifically  complained  of  in  this  case  did  not  offend 
against  the  Anti-Trust  law,  it  seems  hardly  necessary  to  dis- 
cuss the  claim,  little  debated  by  counsel,  that  they  evidenced 
a  combination  or  conspiracy  to  do  so.  In  determining 
whether  a  combination  or  conspiracy  in  violation  of  the  first 
section  of  the  Anti-Trust  Act,  namely,  to  restrict  competi- 
tion and  thereby  restrain  commerce,  was  entered  into,  the 
facts  already  [119]  found  may  properly  be  supplemented 
by  reference  to  actual  consequences  and  results.  These  often 
reflect  the  original  meaning  and  purpose  of  preceding  trans- 
actions. The  proof  shows  that  after  1901,  as  well  as  before, 
the  rates  for  trans-continental  traffic  were  the  same  over  both 
the  Union  Pacific  and  Southern  Pacific  lines,  and  that  there 
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has  since  then  been  with  respect  to  either  of  these  lines  no 
impairment  of  service,  no  deterioration  of  the  physical  prop- 
erties, no  discontinuance  of  efforts  to  satisfy  the  public,  and 
no  ccnoiplaints  of  shippers  of  any  inferior  or  inadequate 
service* 

The  large  number  of  initial  carriers  striving  for  that 
traffic  have  continued  their  active  solicitation  for  business 
over  the  line  which  assured  them  the  longest  haul  or  other- 
wise benefited  them  most,  and  although  some  agents  of  tiie 
two  roads,  which  before  1901  were  separate,  are  now  joint, 
they  have  continued  to  exercise  their  influence  to  secure  busi- 
ness for  either  road  according  to  its  availability,  and  always 
in  opposition  to  other  active  competitors,  like  the  Sante  Fe 
and  Denver  &  Eio  Grande  roads.  A  substantial  majority  of 
the  stock  of  the  Southern  Pacific  CJompany  has  been  held  by 
parties  other  than  the  Union  Pacific  Company ;  but  we  fail 
to  find  any  complaint  by  such  holders  of  any  discrimination 
against  their  road  or  of  any  failure  to  properly  promote  its 
welfare.  None  of  the  minor  points  charged  to  have  been  de- 
prived of  competitive  opportunities  by  the  Huntington  pur- 
chase are  shown  to  have  suffered  as  a  result  of  that  purchase. 
On  the  contrary,  hundreds  of  millions  of  dollars  have  since 
1901  been  expended  on  these  roads.  Their  physical  condition 
has  been  vastiy  improved,  and  their  efficiency  for  public  serv- 
ice as  well  as  for  private  profit  has  been  greatiy  enhanced. 
The  whole  proof,  taken  together,  we  think,  fails  to  disclose 
any  conspiracy  to  restrain  interstate  or  foreign  commerce,  in 
violation  of  the  first  section  of  the  act. 

The  same  considerations  lead  to  the  conclusion  that  no  com- 
bination or  conspiracy  to  monopolize  or  attempt  to  monopo- 
lize trade  or  commerce  among  the  states  or  with  foreign  na- 
tions was  entered  into.  Moreover,  the  fact  that  the  Union 
Pacific  Company  did  not  secure  or  undertake  to  secure  the 
control  of  the  Sante  Fe  road,  a  thoroughly  sufficient,  well- 
equipped,  and  powerful  rival  for  trans-continental  business, 
or  the  Denver  &  Sio  Grande  road,  a  potential,  and  later  an 
actual,  powerful  rival  for  the  same  business,  affords  addi- 
tional and  conclusive  evidence  of  no  such  combination  or  con- 
spiracy.   The  purchase  by  the  Unicm  Pacific  Company,  soon 
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after  acquiritig  the  fiiintingtx)n  stoA,  of  a  majority  of  the 
capital  stock  of  the  Northern  Padfic  Company,  tends  to  the 
t^ppodite  conclusion ;  but,  in  view  of'  the  main  reason  for  its 
acquisition  a6d  its  disposition  by  the  Union  Pacific  C!om 
pany,  we  are  indisposed  to  give  to  that  purchase  alone  any 
considerable  significance. 

The  conclusions  of  fact  already  stat^  dispose  of  this  case 
without  the  necesaty  of  determining  the  question,  much  de- 
bated in  brief  and  argument,  whether  securing  control  of  the 
Southern  Padfic  Company  by  purchasing  stock  of  indiridual 
owners  could  in  any  view  of  the  case  have  contravened  the 
anti-trust  law.  On  the  facts  of  this  case,  with  all  their  rea- 
sonable and  fair  inferences,  we  condude  that  the  govern- 
ment has  failed  to  substantiate  the  averments  of  its  bill. 

[120]  Mr.  Justice  Van  Dbvaktbr,  while  a  Circuit  Judge, 
participated  in  the  hearing,  deliberation,  and  conclusion  in 
this  case,  and  he  now  concurs  in  this  opinion. 

The  bill  must  be  dismissed,  and  a  decree  will  be  entered  to 
that  effect 

Sambobk,  Circuit  Judge,  cononrs. 

Hook,  Circuit  Judge  (dissenting). 

Briefly  stated,  the  dedsion  of  the  court,  in  which  I  am  un- 
able to  concur,  is  that  the  Union  Pacific  and  Southern  Padfic 
Raih'oads,  universally  regarded  as  parallel  in  a  broad  geo- 
graphical and  legal  sense,  for  about  2,000  miles,  were  not 
competitors  in  1901  for  trans-continental  or  other  traffic,  and 
therefore  their  merger  in  that  year  was  not  contrary  to  the 
Shennan  Anti-Trust  Act.  I  agree  with  the  court  upon  the 
minor  features  of  the  case,  ineludiAg,  in  a  general  way,  that 
of  the  control  of  the  San  Pedro  line  by  the  Union  Pacific 
Company.  The  latter  is  much  as  if  a  railroad  company, 
with  a  line  from  the  west  through  Omaha  or  Kansas  City 
to  Chicago,  should  obtain  control  of  a  branch  from  Omaha 
or  Kansas  City  to  St  Louis.  In  the  absence  of  a  more 
direct  competitive  relation  than  appears  here,  the  Sherman 
Act  should  not  be  held  to  cover  such  tangential  acquisitions. 
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But  flie  chief  oompkixrt  <tf  <^e  goyermneiit  is  of  all  tmlftw- 
fal  oontmct  or  cottil)inftti<Ai  in  restraint  of  trade  and  CDm- 
meroe,  by  which  the  Union  Pacific  and  Southern  PaeiSc 
tfftAsportation  ^sterns  are  held  under  a  single  control,  and 
competition  betw^n  Ihem'is  suppressed  or  destrc^d.  The 
ce^Mbination  was  effed;ed  through  ihe  purchosB  by  the  Union 
Pacific  of  pait  of  the  capital  stock  of  the  Southern  Pacific 
Upon  this  two  important  questions  arise.  The  first,  whi^h  is 
one  of  law,  is  whether  the  purchase  by  one  railroad  company 
of  corporate  stock  of  another,  less  than  the  majority,  but 
saffident  in  amount  according  to  the  practical  expe^ence  of 
men  to  enable  the  purchaser  to  dominate  or  control  the 
policies  and  operations  of  the  other,  is  a  form  of  combination 
within  the  prohibitions  of  the  Sherman  Act.  The  contu- 
sion of  the  court  being  against  the  govemm^it  on  another 
groimd,  it  was  unnecessary  to  determine  this  ({uestion;  but  as 
I  do  not  assent  to  the  conclusion,  and  as  the  question  lies  at 
the  threshhold  of  the  goverhment's  case,  I  should  briefly 
express  my  view  concerning  it. 

There  is  no  substantial  difference  between  the  holding  of 
the  corpoi^te  stocks  of  two  companies  by  a  third,  such  as  was 
condemned  in  the  Northern  Securities  oase^  193  U.  S.  197, 
24  Sup.  Ct.  486,  48  L.  Ed.  679,  and  the  holding  by  one  of 
those  two  of  the  stock  of  the  other.  The  form  is  somewhat 
different,  but  the  effect,  which  is  the  chief  concern  of  the 
law,  is  the  same.  If  prior  competition  disappears  as  a  direct 
and  natural  result,  trade  and  oommerce  are  restrained.  If 
it  is  unlawful  in  the  one  case,  it  must  be  so  in  the  other.  It 
would  be  idle  to  hold  that,  while  two  competing  railroad 
companies  cannot  lawfully  submit  to  a  common  control 
through  a  separate  stockholding  organization,  they  may  do 
so  by  dispensing  with  that  medium.  That  would  be  regard- 
ing shadows  and  letting  the  substance  go.  The  (ISl]  lan- 
guage of  the  Sherman  Act  in  this  particular  is  broad.  It 
coders  every  contract  and  combination  in  restraint  of  inter- 
state and  foreign  trade  or  commcfroe,  whethjer  in  the  form  of 
trust  or  otherwise.  The  essential,  effective  character  of  the 
arrangement  is  to  be  regarded,  rather  than  its  casual  vesti- 
tur6;'the*8(ibMAnce,  nlthtir  than  the  foitti.    JsaHarriman  r. 
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NoHhem  Securities  Co.,  197  U.  S.  244,  297,  25  Sup.  Ct.  408, 
49  L.  Ed.  789,  it  was  assumed  that  the  act  could  be  violated 
by  the  direct  holding  of  stock  of  a  competing  corporation. 

I  grant  it  is  a  serious  thing  to  disturb  a  great  business 
transaction  like  that  shown  in  the  case  at  bar;  but,  given 
the  power  of  Congress  to  legislate,  and  dear  words  to  express 
what  a  judge  conceives  to  have  been  its  purpose,  his  duty  is 
plain,  whatever  he  may  think  of  the  wisdom  of  the  law. 
Even  if  public  regulation  is  believed  to  be  a  wiser  solution  of 
the  important  economic  problem  than  enforced  competition, 
with  its  necessary  wastes  and  burdens,  nevertheless  his  judg- 
ment of  a  law  embodying  the  latter  policy  should  proceed  as 
with  distinct  approval  of  its  selection.  It  is  quite  clear  that, 
with  the  growth  and  development  of  governmental  regula- 
tion of  common  carriers  engaged  in  interstate  commerce, 
there  is  decreasing  reason  for  holding  them  subject  to  the 
Sherman  Act,  and  it  may  be  that  as  regards  rates  of  trans* 
portation  the  Interstate  Ciommerce  Commission  could  per- 
form its  duties  with  equal  justice  to  the  public  and  greater 
justice  to  the  railroads  if  they  were  released.  But  certainly 
that  is  for  Congress,  not  the  courts.  The  judicial  function 
is  properly  exercised  when  the  Sherman  Act  is  construed 
and  applied  as  though  it  were  the  only  legislative  remedy 
on  the  statute  books. 

The  other  question  in  the  case  is  decided  by  the  court 
against  the  government  It  is  whether  the  two  great  trans- 
portation systems,  the  Union  Pacific  and  the  Southern  Pa- 
cific, were  in  a  substantial  sense  competitors  in  interstate 
and  foreign  commerce.  This  question  involves  the  relative 
location  of  their  lines  on  land  and  sea,  and  not  only  the  parts 
they  actually  performed,  but  also  those  they  were  naturally 
capable  of  performing,  in  the  movement  of  traffic  Albeit 
in  part  within  the  dcMuain  of  judicial  knowledge,  this  seems 
to  me  to  be  a  pure  question  of  fact  Some  hundreds  of 
witnesses,  practical  railroad  men  and  shippers  of  wide  ex- 
perience, testified  upon  it,  and  a  great  mass  of  evidence  was 
taken,  showing  almost  without  dispute  that,  using  the  term 
^  competition  "  as  business  men  understand  and  use  it,  there 
was  actave,  vigorous,  and  substantial  competition  between 
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the  Union  Pacific  and  the  Southern  Pacific  before  the  former 
obtained  control  of  the  hitter.  But  the  court  holds  the  ques- 
tion of  competition  to  be  one  of  mized  law  and  fact,  not 
determinable  by  the  evidence  alone,  and  as  such  it  is  an- 
swered against  the  government. 

Boughly  stated,  the  situation  was  this:  In  1901,  when  the 
stock  purchase  was  made,  the  Union  Pacific  had  lines  of 
railroad  from  the  Missouri  Riv^,  at  Council  Bluffs,  Iowa, 
and  Kansas  City,  Mo.,  to  Cheyenne,  Wye;  thence  a  line 
through  Ogden,  ITtah,  to  Portland,  Or.,  lines  of  steamers 
from  Portland  to  San  Francisco,  CaL,  and  from  San  Fran- 
cisco and  Portland  to  Oriental  ports;  also  certain  rights  un- 
der an  act  of  Congress  (13  Stat.  866)  with  respect  to  the 
Central  Pacific  Railroad,  which  was  controlled  by  the  South- 
em  Pacific,  from  [122]  Ogden  to  San  Francisco.  At  the 
Missouri  Biver  the  Union  Pacific  had  many  connections  with 
the  principal  cities  of  the  country  and  the  Atlantic  seaboard 
by  the  roads  of  other  companies  directly  interested  in  routing 
west-bound  traffic  by  its  line  as  against  the  Sunset  Route, 
so-called,  of  the  Southern  Pacific.  On  the  other  hand,  the 
Southern  Pacific  had  a  steamship  line  from  New  York  to 
New  Orleans,  La.,  thence  a  railroad  to  Southern  California 
and  up  through  San  Francisco  to  Portland,  the  above-men- 
tioned railroad  from  Ogden  to  San  Francisco,  a  steamship 
line  from  San  Francisco  to  the  Orient,  and  a  steamship  line 
from  San  Francisco  to  Panama,  being  the  Pacific  link  of  the 
Panama  rail  and  water  route  from  New  York  to  San  Fran- 
cisco. The  Southern  Pacific  also  had  at  New  Orleans  con- 
nections similar  to  those  of  the  Union  Pacific  by  the  roads  of 
other  companies  directly  interested  in  routing  west-bound 
traffic  by  its  line  as  against  that  of  the  Union  Pacific.  The 
most  important  competition,  so  termed  by  railroad  men  and 
shippers,  between  the  two  companies,  was  for  trans-conti- 
nental business.  There  was  also  active  competition  at  inter- 
mediate points,  where  considerable  traffic  originated.  The 
two  companies  were  distinct  in  control,  management,  and 
operation,  with  separate  officers,  directors,  traffic  and  oper- 
ating officials,  commercial  agencies,  and  soliciting  agents. 
Since  the  combination  common  officers  and  directors  of  traffic 
and  operation  were  elected  or  appointed,  competitive  com- 
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mtixJal  agendes  were  consolidated  or  abolished,  the  ad;{v!tl«is 
of  the  two  systems  have  been  in  dose  harmony,  not  in  rivalry, 
and  competition  has  disappeared. 

Reduced  to  the  simplest  terms  the  conclusion  of  the  court 
that  the  two  companies  were  not  competitors  and  the  Sher- 
man Act  was  not  violated  is  based  on  these  two  grounds: 
(1)  Trade  and  commerce  were  not  restrained,  because  before 
the  combination  the  competitive  interstate  and  foreign  traffic 
of  the  two  railroad  companies  was  not  a  substantial  per- 
centage of  their  total  traffic,  including  in  such  total  the 
traffic  entirely  within  the  several  stotes,  over  which  Congress 
had  no  control.  (2)  Trade  and  commerce  were  not  re- 
strained because  before  the  combination  one  of  the  lines  of 
railroad,  the  Union  Pacific,  was  an  intermediate  one  in  a 
through  route,  and  depended  for  competitive  traffic  upon  the 
business  interests  of  connecting  carriers,  and  therefore  could 
not  by  itself  alone,  unaided  by  the  concurrence  of  ite  natural 
aIliQ3>  tnake  a  joint  through  rate  over  the  entire  route.  In 
other  words,  each  party  te  a  contract  or  combination  between 
railroad  companies,  which  the  government  assails  as  being 
contrary  to  the  Sherman  Act,  must  have  owned  or  controlled 
an  entire  through  route  over  which  competitive  traffic  moved. 
That  it  may  have  performed  an  essential  part,  or  have  been  a 
necessary  factor,  in  the  transportetion,  is  insufficient.  That 
connecting  carriers  may  have  voluntarily  joined  it  in  making 
through  rates  for  the  traffic  is  immaterial. 

With  the  greatest  deference  to  my  brothers,  I  am  so  pro- 
foimdly  impressed  with  the  conviction  that  these  conditions 
are  without  substantial  relevance  to  the  question  before  us 
that  I  am  constrained  to  dissent  from  the  opinion  of  the 
court.  Moreover,  their  introduction  so  greatly  narrows  the 
act  of  Congress,  which,  however  it  may  be  [123]  regarded, 
is  the  law  of  the  land,  that  very  little  is  left  of  it  when  ap- 
plied to  railroads.  Under  one  or  both  of  tJiose  tests,  the 
Union  Pacific  could  probably  have  lawfttlly  purchased  con- 
trol of  aU  the  great  parallel  railroad  systems  in  the  United 
States.  It  could  doubtless  have  been  shown  in  most  in- 
stences  that  the  interstate  and  foreign  traffic  of  each,  for 
which  it  competed  with  the  Union  Pacific  or  with  any  of  the 


Digitized  by  VjOOQIC 


UNITED  8TAXES.  V.  17KKXK  VACSnO  BAILBOAD  00.      833 

Book,  a  J.,  diBieDtlng. 

otliers,  iras  but  a  small  percentage  of  its  total  traffic  of  all 
kinds,  and  we  know  that  all  of  them  depended  upon  con^- 
necting  lines  at  least  for  trans-continental  and  much  other 
traffic,  and  could  not,  unaided,  have  made  joint  through  rates 
with  respect  to  it.  Nor  is  it  clear  that  what  could  have  been 
dene  in  1901  might  not  as  well  be  done  to-day.  It  is  sug- 
gested that  by  the  passage  of  the  Hepburn  Act  (June  29, 
1906)  Congress  empowered  the  Interstate  Commerce  Com- 
mission to  prescribe  through  routes  and  joint  rates  where 
connecting  carriers  have  refused,  and  therefore  a  different 
rule  rei^iecting  competition  has  since  prevailed.  I  am  wholly 
unable  to  perceive  the  material  pertinence  of  that  act,  mQeh 
less  its  controlling  effect.  The  matter  of  compulsory  joint 
rates  is  purely  adventitious,  except  as  business  may  be  facili- 
tated over  a  combined  route.  A  joint  through  rate  merely 
implies  a  single  charge,  less  than  the  aggregate  of  the  locals, 
for  a  continuity  of  transportation  over  two  or  more  connect- 
ing lines.  Carriers  always  had  the  power  to  make  such  rates, 
and  commonly  did  so  with  allies  of  their  own  selection;  but 
whether  the  tra&c  movement  was  under  joint  rates  or  combi- 
nations of  local  rates  does  not  seem  to  me  to  determine  the 
existence  or  non-existence  of  competition.  If  rival  lines  or 
routes  contended  for  the  traffic,  and  it  moved,  by  single  line 
or  by  combination  of  ccmnecting  lines,  there  was  competition. 
If  not,  it  must  be  that  until  1906,  when  the  Hepburn  Act 
was  passed,  the  Southern  Pacific,  with  its  through  water  and 
rail  route  from  New  York  to  San  Francisco,  never  had  a 
competitor  for  trans-continental  traffic  in  any  of  the  great 
railroad  systems  in  the  United  States  or  in  all  combined. 

The  tn^c  for  which  the  Union  Pacific  and  Southern  Pa- 
cific competed  in  1901,  and  which  one  or  the  other  secured, 
was  of  enormous  volume  when  considered  by  itself.  It  ran 
into  millions  of  dollars,  and  with  the  natural  development  of 
the  country  and  the  growth  of  commerce,  reasonably  to  have 
been  foreseen,  it  has  since  then  greatly  increased.  The  com- 
petition was  direct,  not  incidental,  and  the  business  f6r  which 
they  strove  was  appreciable  or  substantial,  not  insignificant. 
But  tables  of  figures  are  given  by  deffendants  from  which  it 
i^pean  that  the  interstate  Md  foreign  traffic  between  oom- 


Digitized  by  VjOOQIC 


334  188  FBDERAIi  BBPOBTER,  ISi. 

Hook,  a  J^  dlsseatiiig. 
petitive  points  secured  by  eadi  was  bat  a  small  percentage 
of  the  tonnage  of  its  entire  system,  and  it  is  therefore  argued 
that  the  competition  to  which  the  act  of  Congress  applies 
was  relatively  so  small  there  could  have  been  no  restraint  or 
suppression  in  a  substantial  sense,  and  hence  no  intent  to  re- 
strain or  suppress  it.  The  comparisons  being  with  the  total 
tonnage  of  the  railroads,  obviously  an  element  is  included 
which  is  wholly  beyond  the  power  of  Congress,  namely,  the 
traffic  local  to  the  states.  The  logical  conclusion  from  this 
view  must  be  that  the  Sherman  Act  is  not  violated  whenever 
the  trade  or  ccxnmerce  within  its  operation,  affected  by  the 
contract  or  combination,  however  great  in  [124]  volume,  is 
overshadowed  by  that  exclusively  within  the  jurisdiction  of 
the  states.  In  other  words,  though  substantial  competition 
in  interstate  or  foreign  commerce  has  been  actually  sup- 
pressed, it  must  be  held  there  was  no  intention  to  suppress  it. 
The  magnitude  of  the  traffic  shown  by  the  proofs  was  too 
great,  and  the  competition  for  it  too  earnest  and  active,  to 
dismiss  it  as  merely  incidental  to  the  principal  business  of 
the  companies,  and  as  not  furnishing  a  motive  for  the  merger 
or  combination.  A  contention  somewhat  similar  was  made 
by  defendants  in  the  Northern  Securities  case.  It  was  there 
argued  (193  U.  S.  261,  262,  24  Sup.  Gt.  436,  48  L.  Ed.  679) 
that  the  entire  interstate  commerce  of  the  two  railroads,  the 
Great  Northern  and  the  Northern  Pacific,  the  rates  on  which 
could  be  controlled  by  them  without  other  competition  or 
consent  of  connecting  lines,  was  less  than  3  per  cent  of  their 
total  interstate  commerce,  and  that  the  restraint  could  not 
in  any  event  affect  more  than  that  p^  cent  of  their  commerce 
of  that  character.  The  argument,  however,  was  without 
avail. 

In  a  broad  and  substantial  sense,  in  the  sense  in  which  the 
terms  are  used  in  constitutions  and  statutes  and  in  railroad 
and  business  circles,  the  Union  Pacific  and  Southern  Pacific 
lines  were  parallel  and  competing.  That  they  .were  so  re- 
garded by  practical  men  having  to  do  with  transportation  in 
its  various  phases  is  shown,  I  think,  by  an  overwhelming 
mass  of  evid^ice.  But,  had  no  witness  testified  regarding  it, 
we  should  come  to  the  same  conclusion. .  There  are  occasions 
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when  courts  in  the  exercise  of  their  judicial  functions  are 
entitled  to  look  out  into  the  world  of  affairs  to  observe 
whether  there  is  not  a  common  knowledge  of  the  subject  be- 
fore them,  so  universal  and  pervading  as  not  to  ad^t  of 
testimonial  controvert-  That  is  termed  ^'  judicial  notice," 
and  it  proceeds  upon  the  assumption  that  a  judge  should  not 
be  blind  to  what  all  others  see  and  imderstand.  It  embraces 
the  great  currents  of  trade  and  commerce  in  his  country — ^the 
general  movements  of  products  and  manufactures — as  com- 
pletely as  it  does  the  important  features  of  its  physical  geog- 
raphy, the  location  of  the  cities,  the  ports,  the  navigable 
waters,  and  the  lines  of  railroad. 

The  question  whether  a  combination  of  two  transportation 
lines  is  contrary  to  the  Sherman  Act  is  not  always  to  be  re- 
duced to  a  close  consideration  of  the  number  of  tons  of  com- 
petitive freight  they  carried  within  a  given  period,  mudi 
less  the  {Hiecise  t^elation  of  the  competitive  tonnage  to  their 
total  business  df^tll  kinds.  Were  they,  at  the  time  of  the 
combination,  in  a  substantial  d^ree  competitive  factors  in 
interstate  and  foreign  commerce?  Were  they  so  laid  upon 
land  and  sea  as  inherently  to  possess  a  substantial  competi- 
tive capacity  for  the  movement  of  such  traffic?  It  is  not 
merely  the  extent  to  which  that  capacity  was  utilized  yester- 
day, but  the  extent  to  which  the  transportation  facilities  were 
naturally  capable  of  being  utilized ;  and  reasonable,  not  specu- 
lative, r^ard  should  be  had  for  the  developments  of  to-mor- 
row. Were  it  otherwise.  Congress  in  the  making  of  laws 
would  be  denied  that  ordinary  foresight  which  men  engaged 
in  busiQess  commonly  possess  and  practice.  Comp^tion,  as 
the  antithesis  of  monopoly,  is  the  influence  whidi  those  in 
the  same  line  of  business  have  on  each  other,  and  that  influ- 
ence may  as  well  be  manifested  in  [126]  an  existing  capacity 
and  preparedness  as  in  the  degree  of  active  exercise.  A  mo- 
ment's reflection  will  show  this  is  old  doctrine  in  the  judicial 
construction  and  application  of  laws  against  monopolies  and 
restraint  of  trade.  A  railroad  company  may  have  great,  if 
not  controlling,  influence  on  competition,  regardless  of  the 
amount  of  the  traffic  it  actually  carries  at  the  time.  With  a 
line  of  railroad  scarcely  less  permanent  than  a  navigable 
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waterway,  it  stands  6q«ii^)ed  and  ready  to  do  the  l^^jjaogs 
whea  conditions  ariae,  and  the  diuty  to  do  it  cornea  froia  tbe 
very  character  of  its  corporate  being  h^d  tbe  source  of  its 
poTf ers  and  franchises.  It  may  at  once  be  hQt;b  a  curb  and  a 
spur  to  other  lines— a  curb  as  regards  rates,  and  a.iqpur  aa re- 
gards quality  of  sendoei  which  are  the  two  great  points. at 
which  transportation  touches  the  public  interest  liie  influ- 
ence of  the  Mississippi  Biver  and  its  navigable  tributaries 
up<m  the  trade  and  commerce  of  St.  Ijouis  is  well  known,  yet 
of  the  enormous  freight  tonnage  into  and  out  of  that  city, 
largely  interstate,  scarcely  one-half  of  1  per  cent  moves^  by 
water.  To  be  more  exact,  of  the  total  rail  and  river  traffic 
in  1910,  nearly  52,000,000  tons,  but  thirty-six  hundredths  of 
1  per  cent,  was  transported  by  water;  in  1909,  but  surty- 
seven  himdredihs  of  1  per  ceat  of  that  year's  tonnage.  But 
who  would  contend  that  if  the  rivers  were  the  subject  of  p;ri- 
Tttte  ownership,  instead  of  being  common  highways  for  the 
toe  of  all,  their  control  by  a  railroad  company  oould  not  re- 
strain trade  or  commerce  because,  as  measured  by  relative 
percentages,  the  competition  appeared  to  be  so  slight? 

Whan  the  argument  was  made  at  the  hearing  that,  because 
the  Union  Pacific  was  an  intermediate,  not  a  through  line, 
it  was  not  a  c<Hnpetitor  for  traffic  moving  over  it  and  its 
ecannections  for  which  it  oould  not  have  made  a  joint  throQ^ 
rate,  counsel  admitted  that  the  rule  contended  for  would  have 
made  it  lawful  under  the  Sherman  Ax^t  for  all  intermediate 
lines  in  trans-continental  transportation  such  as  the  Chicago, 
Rock  Island  &  Pacific  frcmi  Chicago  to  £1  Paso,  the  Atchi- 
son, Topeka  &  Santa  F6  from  Chicago  to  Mojave  (before  it 
gained  entrance  to  San  Francisco),  the  Missouri,  Kansa?  & 
Texas  from  St  Louis  and  Kansas  City  to  Xezas  points,  the 
St.  Louis  &  San  Francisco  from  St.  Louis  and  Kansas  City  to 
the  Southwest,  the  Missouri  Pacific  with  the  Denvei  &  Bio 
Orande  from  St.  Louis  to  Ogden,  and  the  Union  Paci^c  to 
have  combined  and  agreed  among  themselves,  as  was  done  in 
the  Trmrm-Missouri  Freight  Association  casfi^  lj6$  XL  S*  290, 
17-  Sup*  Ct.  540,  41  L.  Ed.  1007,  if  th^  amfined  tbeir  com- 
bination to  trana-oontinental  traiSK);  ii^  otb«^  woodstthf^^  tJbiose 
iatarmediate  railroads  oould  not  be  eompetitaca  tot,  th^  Upd- 
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fie,  and  a  confederation  with  respect  thereto  could  not  be  un- 
lawful. It  seems  to  me  that  a  statement  of  the  contention 
shows  its  unsoundness.  Anything  that  affects  the  rate  over 
a  substantial  part  of  a  transportation  route  is  calculated  to 
affect  the  charge  as  an  entirety;  and  so  of  the  other  features 
of  railroad  competition.  The  competition  of  the  all -water 
route  by  the  Atlantic  and  Pacific  Oceans  with  the  all-rail 
trans-continental  routes  in  the  United  States  is  so  fully  recog- 
nized that  it  is  safe  to  say  almost  every  car  load  rate  to  the 
Pacific  coast  from  the  territory  between  the  Missouri  river 
and  the  Atlantic  seaboard  exhibits  a  recognition  of  its  influ- 
ence. And  yet  it  is  contended  that  the  [126]  Union  Pacific 
in  the  direct  line  of  traffic  movement,  with  1,000  miles  of 
railroad  from  the  Missouri  River  to  Ogden,  and  nearly  900 
miles  thence  to  Portland,  with  its  steamship  lines,  is  not  a 
competitor  for  transcontinental  traffic. 

The  practical  aspect  of  the  question  is  shown  by  the  cases 
in  which  railroad  companies  have  asserted  the  existence  of 
competition  from  rival  lines  or  routes  of  transportation  as 
evidencing  conditions  justifying  discriminations  and  prefer- 
ences under  the  interstate  conmieroe  act — ^that  the  rates  ob- 
jected to  as  discriminative  were  eorUroUed  by  corn/petition^ 
and  if  they  abandoned  the  rates  they  would  lose  the  business. 
An  instance  of  this  appears  in  Texas  dk  Paciiic  RaUwaif  v. 
Interstate  Commerce  Commission^  162  U.  S.  197, 16  Sup.  Ct 
666,  40  L.  Ed.  940.  The  Texas  &  Pacific  Railroad  from 
New  Orleans  to  El  Paso,  Tex.,  and  the  Southern  Pacific  Rail- 
road thence  to  San  Francisco,  formed  a  through  route  over 
which  traffic,  both  foreign  and  domestic,  moved.  The  Texas 
&  Pacific  CJompany  successfully  defended  its  right  to  charge 
and  receive  more  for  its  proportion  of  the  throu^  rate  on 
traffic  originating  in  New  Orleans  than  it  charged  and  re- 
ceived on  import  traffic  originating  in  London  and  liver 
pool  and  billed  through  New  Orleans  over  the  same  route 
to  San  Francisco,  and  it  did  so  on  the  ground  asserted  that 
the  rate  from  the  English  cities  to  San  Francisco  was  deter- 
mined by  competition  with  the  following  routes:  By  vessel 
around  the  Horn;  by  vessel  and  by  rail  across  the  Isthmus 
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of  Panama;  and  (162  U.  S-  216,  16  Sup.  Ot  674,  40  L.  Ed. 
946)  l^  Teasel  and  by  rail  across  Canada.  Were  all  thoee 
transportation  agencies  subject  to  the  laws  of  the  United 
States,  could  it  with  reason  by  urged  that  a  contract  or  com- 
bination between  them,  suppressing  a  competition  which  ac- 
tually existed,  would  not  contravene  the  Sherman  Ad,  be- 
cause aU  but  one  of  them  were  composed  of  connecting  links 
severally  owned  or  controlled?  If  that  which  men  engaged 
in  transportation  recognize  as  substantial  competition  in 
shaping  their  policies  and  their  conduct  is  not  so  regarded 
in  the  courts,  the  statute  will  not  have  the  operation  intended 
by  its  ^lactment  Laws  are  generally  framed  to  apply  to 
ti^e  everyday  affairs  of  men,  who  are  not  given  to  the  study 
of  nice  differences  and  distinctions,  and  that  should  always 
be  borne  in  mind  in  determining  their  meaning. 

But  it  is  said  there  was  no  competition,  because  the  Union 
Pacific  depended  upon  the  Southern  Pacific  line  from  Ogden 
to  San  Frandsco.  It  is  true  that  mudi  of  the  transconti- 
nental traffic  of  the  Union  Pacific  went  that  way;  but  it  is 
not  unusual  for  railroad  systems  to  connect  at  points  and 
ittlerchange  business,  though  they  are  active  competitors  in 
other  respects.  In  fact,  a  large  proportion  of  them  are  so 
related.  Competition,  within  the  laws  which  seek  to  pre- 
serve it,  does  not  imply  absolute  non-intercourse,  as  between 
hostile  armies,  which  exchange  no  prisoners  and  give  no 
quarter.  Moreover,  the  use  of  the  Ogden  line  was  neither  a 
necessity  to  the  Union  Padfic  nor  a  pure  favor  or  concession 
by  the  Southern  Pacific.  Aside  from  the  mutual  benefits 
from  the  interchange  of  traffic,  the  former  had  its  own  line 
from  Ogden,  by  way  of  Portland,  which,  though  not  as  de- 
sirable, was  more  than  an  important  strategic  advantage 
necessary  to  be  reckoned  with.  But  were  all  this  otherwise, 
the  undeniable  fact  remains,  [129]  after  stripping  the  case 
of  all  debatable  considerations,  that  the  Union  Pacific  se- 
cured this  west-bound  traffic  by  active  competition,  and  had 
transported  it  as  competitive  for  1,000  miles  before  it  reached 
Ogden. 

I  think  that  upon  the  main  feature  of  the  case  the  gov^aat* 
ment  is  entitled  to  a  decree. 
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(Circuit  Ctouit  D.  Delaware.    June  21, 1911.) 

[188  F^  R^,  127.1 

IfoiropoLncfl  (§  24)^Aw*i-TBTjaT  Aor — Stjit  fob  iNJtmenoN. — ^A 
member  of  a  combination  in  restraint  of  interstate  commerce,  in 
vlolatton  of  Sherman  Anti-Trust  Act  July  2,  1890,  c.  647,  8  1,  26 
Stat.  209  (TI.  S.  Oomp.  St.  1901,  p.  3200),  who  has  in  good  fftith 
withdrawn  from  such  combination,  is  not  subject  to  a  suit  fbr  in- 
junction under  section  4  of  the  act;  nor,  if  such  member  is  a  cor- 
poration, is  the  fact  that  A  minority  part  of  its  stock  Is  owned  by 
members  of  the  combination  sufficient  to  sustain  such  a  suit,  in  the 
absence  of  proof  that  such  ownership  is  employed  to  aid  the  com- 
binatlon.* 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  S  24.] 
Monopolies  (§  24) — Awti-Tbtjst  Act  —  Injunotioh.  —  A  minority 
stockholder  in  a  corporation,  who  is  not  an  officer  ard  takes  no  part 
in  the  management  of  its  business,  is  not  subject  to  a  suit  for  In- 
junction under  Anti-Trust  Act  July  2,  1890,  c.  647,  t  4,  20  Stat..  209 
(U^  S.  Comp.  St  1901,  p.  3201),  because  the  corporation  may  be  a 
party  to  a  contract  or  combination  to  restrain  or  monopolize  inter- 
state commerce. 

[Ed.  Note. — For  other  cases,  see  Monopolies  Dec.  Dig.  S  24.] 

MONOPOLIKS   (§  20)— ANTI-a*BIfST  ACT — OONSTBUOTION— *' Ck>MBINATI01f 

iw  Restbaint  of  Tbaoe." — ^The  provisions  of  Anti-Trust  Act  July 
2,  1800,  c.  647,  §S  1,  2,  26  Stat  209  (U.  S.  CJomp.  St  1901,  p.  3200). 
making  unlawful  any  combination  *Mn  restraint  of  trade  or  com- 
merce among  the  several  states  "  or  to  monopolize  any  part  of  such 
trade  or  commerce,  do  not  make  every  combination  in  restraint  of 
competition  in  interstate  trade  unlawful,  but  there  may  be  a  re- 
straint of  competition  that  does  not  amount  to  a  restraint  of  trade 
within  the  moaning  of  the  act  On  the  other  hand,  a  combination 
cannot  escape  the  condemnation  of  the  act  merely  bocause  of  the 
form  it  assumes,  and  a  single  corporation,  if  it  arbitrarily  uses  its 
power  to  force  weaker  competitors  out  of  business,  or  to  coerce 
them  into  a  sale  to  or  union  with  such  corporation,  puts  a  restraint 
on  interstate  commerce,  and  monopolizes  or  attempts  to  monopo- 
lize a  part  of  such  commerce,  In  a  sense  that  violates  the  act 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  i  20. 

For  other  definitions,  see  Words  and  Phrases,  vol.  2,  pp.  127S, 
1276;  vol.  8,  p.  7606.] 

•Syllabus  copyrighted,  1911,  by  West  PublUAdng  Oompsny. 
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HOKOPOUBB    (I  20) — OOMBINATIOV  IN  BsflmAIHT  OT  INTEBSTATB  OOM^' 

MJEBCE. — In  3872  seven  of  the  largest  manofactorers  of  powder  and 
other  explosives  in  the  United  States  organized  what  was  called 
the  "Gunpowder  Trade  Association,"  which,  at  its  meetings  and 
through  committees,  fixed  prices  which  the  constituent  members 
were  required  to  observe  under  penalty  of  fines.  It  also  appor- 
tioned territory  between  its  members,  authorized  the  cutting  of 
prices  in  particular  localities  in  order  to  drive  competitors  out  of 
the  market  or  force  them  to  come  into  the  association,  and  appor- 
tioned the  losses,  if  any,  from  such  price  cutting,  between  the  mem- 
bers. Subsequently  other  companies  were  taken  into  the  associa- 
tion, until  there  were  17  members ;  and  it  was  continued  with  some 
changes  in  the  [128]  fundamental  agreement,  but  none  in  its  pur- 
poses or  methods,  until  1902.  At  that  time  E.  I.  du  Pont  de  Ne- 
mours &  Co.,  then  the  most  influential  member  of  the  association, 
passed  under  a  new  management,  was  reorganized  into  the  BL  I. 
du  Pont  de  Nemours  Company,  and  its  controlling  stockholders 
and  officers  Inaugurated  the  policy  of  acquiring  the  assets  of  other 
corporations  and  vesting  ownership  of  their  plants  and  the  control 
of  their  business  in  their  own  company.  So  successfully  was  this 
policy  carried  out,  by  the  use  of  the  methods  of  the  association,  that 
within  five  years  such  company  had  acquired  the  stock  of  and 
caused  to  be  dissolved  64  corporations  engaged  in  the  manufacture 
of  powder  and  other  explosives,  and  controlled  from  64  to  106  per 
cent  of  the  trade  of  the  United  States  in  the  different  kinds  of  ex- 
plosives sold,  and  also,  directly  or  through  subsidiary  corporations, 
as  stockholders,  controlled  all  of  the  other  members  of  the  asso- 
ciation which  was  then  dissolved.  Held,  that  the  formation  of 
such  a  corporation  and  its  subsidiaries  and  the  adoption  of  the 
new  policy  was  merely  the  continuance  in  a  different  form  of  the 
illegal  association,  and  that  it  constituted  a  combination  in  restraint 
of  interstate  commerce  and  to  monopolize  a  part  of  the  same,  which 
was  unlawful  under  Anti-Trust  Act  July  2,  1890,  c  647,  tt  1,  2,  26 
Stat.  209  (U.  S.  Comp.  St  1901,  p.  8200). 
[Ed.  Note.— For  other  cases,  see  Monopolies,  Dec.  Dig.  §  20.] 

MoNOPOLiss  (I  26) — SxHT  TO  Bbstkain  under  Anti-Trust  Act — Urn- 
LIEF. — ^Where  an  existing  combination  In  corporate  form  has  been 
adjudged  unlawful,  as  in  violation  of  Anti-Trust  Act  July  2,  1890, 
c  647,  §S  1,  2,  26  Stat  209  (U.  S.  Comp.  St  1901,  p.  3200),  and  to 
have  monopolized  and  to  be  monopolizing  a  large  part  of  the  inter- 
state trade  in  a  particular  commodity,  it  is  the  duty  of  the  court, 
under  the  power  conferred  by  section  4  of  the  act  to  "  prevent  and 
restrain  ^  its  violation,  not  only  to  enjoin  further  violation  of  the 
act,  but  to  render  its  decree  effective  by  dissolving  the  lll^;al  com- 
bination. 
[Ed.  Note.— For  other  cases,  see  Monopolies,  Dec.  Dig.  S  26.] 

Monopolies  (§  24) — Suit  for  Injunction  under  Anti-Trust  Act— 
Partisb.— To  a  salt  under  Antl-Tnuit  Act  July  2,  1880,  c  647,  I  i. 


Digitized  by  VjOOQIC 


mSTrSD  STATBS  V.  VU  FONT  DO  KBM0X7BS  A  OO.      841 

Ofrinicn  of  tbe  Oourt 

26  Stat  200  (U.  &  Oomp.  St  1901,  p.  8201),  to  retrain  Tlolfttton 
of  the  act  by  corporatfomi  alleged  to  constltate  a  combination  in 
restraint  of  or  to  monopolise  interstate  commerce,  mortgagees  of 
such  corporations  are  not  necessary  parties,  but  may  be  brought  in 
if  it  appears  that  their  interests  will  be  affected  by  the  decree. 
[Bd.  Note. — ^For  other  cases,  see  Monopolies^  Dec.  Dig.  i  24.] 

In  Equity.  Suit  by  the  United  States  against  E.  I.  du 
Pont  de  Nemours  &  Co.  and  others.  Decree  of  dismissal 
as  to  oertain  defendants,  and  for  the  United  States  as  to  all 
others. 

John  P.  Nields^  U.  S.  Atty.,  George  W.  Wickershamj  Atty. 
Gen.y  WiUiam  S.  Kenyon,  Asst.  Atty.  Gen.,  and  James  Soar- 
letj  and  WUUam  A.  OlaagoWy  Jr.^  Sp.  Asst  Attys.  Gfen.,  for 
the  United  States. 

Frederic  UUmann^  for  defendants  American  Powder  Mills, 
Miami  Powder  Co.,  and  ^tna  Powder  Co. 

M,  B.  and  H.  H.  JokMOfk,  for  defendant  Austin  Powder 
Ca 

Frederick  Seymour^  for  defendant  Equitable  Powder  Mfg. 
Ca 

David  T.  Marvel  and  David  T.  Watson^  for  defendant 
Henry  A.  du  Pont. 

Bttrton  B.  TuMe^  for  defendant  King  Powder  Ca 

John  0*  Spoonei*^  James  M.  Tovmsend^  George  S.  Gfraham. 
William  S.  HiUes^  and  WOUam  H.  Buttony  for  remaining 
defendants. 

Before  Gray,  Bufpington,  and  Lankikg,  Circuit  Judges. 

[129]  Lakkino;  Circuit  Judge. 

This  is  a  suit  in  equity  instituted  by  the  United  States 
under  the  Sherman  Anti-Trust  Act  against  43  corporate  and 
individual  defendants  for  the  purpose  of  obtaining  a  decree 
adjudging  the  defendants  guilty  of  maintaining  a  combina- 
tion or  conspiracy  in  restraint  of  interstate  oommerce  and  of 
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BBMMiopoliraiig  or  attempting  to  monopolise  audi  commerce, 
or  a  part  thereof,  and  awarding  an  injunction  to  prevent  and 
restrain  further  violations  of  the  act  Thirty-six  answers 
have  been  filed  by  41  of  the  defendants.  Two  of  the  de- 
fendants—Austin  Powder  Con^pany  and  Metropolitan  Pow- 
der Company — ^have  filed  no  answers.  The  petition  and  an- 
swers jBll  a  vdnme  of  over  500  pages.  We  do  not  deem  it 
necessary  to  present  a  detailed  statement  of  the  facts  alleged 
in  the  pleadings.  The  petition  is  so  admirably  framed  and 
the  answers  meet  the  allegations  of  the  petition  so  fairly 
that  there  is  no  difficulty  in  determiniiig  the  issues  of  fact 
or  of  law.  Then,  too,  while  the  proofs  fill  a  dozen  volumes, 
we  have  had  such  valuable  aid  from  counsel  in  their  briefe 
and  their  oral  arguments  that  we  have  easily  reached  the  con- 
clusion that  there  is  no  serious  controversy  as  to  the  essen- 
tial facts. 

The  case,  as  we  view  it,  is  to  be  decided  upon  evidence 
about  which  there  is  practically  no  dispute.  Our  task  is  by 
a  s^idy  of  unimpeached  documentary  and  other  evidence  to 
ascertain  (1)  what  were  the  relations  of  the  defendants  when 
thi3  suit  was  commenced;  (2)  whether  those  relations  are 
inimical  to  the  law ;  and,  if  so,  (3)  what  the  relief  shall  be. 
That  task  will  be  simplified  if,  in  the  first  place,  we  deter- 
mine which  of  the  defendants  ar^  clearly  shown  to  have  had 
no  connection  at  the  time  of  the  commencement  of  this  suit 
with  any  combination  or  conspiracy  of  the  nature  described 
in  the  petition ;  for,  as  the  only  relief  we  can  grant  in  this 
proceeding  is  injunctive,  the  petition  must  be  dismissed  as 
to  any  defendant  who  was  not  violating  the  law,  or  threaten- 
ing to  violate  it,  when  the  suit  was  commenced.  One  may 
be  indicted  for  a  former  connection  with  a  combination  or 
OQiMspiracy  violative  of  the  Anti-Trust  Act;  but,  after  he 
has  in  good  faith  withdrawn  from  such  a  combination  or 
conspiracy,  he  is  no  longer  a  subject  of  the  injunctive  power 
of  a  court  of  equity. 

JEtna  Powder  CcHnpany  of  Indiana,  Miami  Powder  Com- 
pany of  Ohio,  and  American  Powder  Mills  of  Massachusetts 
have  filed  a  joint  and  several  answer,  in  whidi  they  deny 
that  they  were  parties  to  any  of  the  agreements  mentioned  in 
the  petition  when  this  suit  was  commenced,  and  aver  that| 
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«t  ttie  time  of  the  commenfiwiiit  of  the  wit,  none  of  tb^rn 
hii4  any  shares  of  capital  $tpck  or  other  interest  in  any  of 
the  other  defendant  companies;  that^  as  between  thejEQselF^, 
they  were  not  competitors,  sinoe  one  pf  them  was  a  manu- 
facturer of  gunpowder  for  sporting  purposes  only,  another  ef 
black  powder  for  blasting  purposes  only,  and  the  remaining 
one  of  dynamite  and  fuses  only ;  and  that  they  have  not  sold 
and  do  not  sell  any  of  their  commodities  at  prices  fixed  or 
dictated  by  any  of  the  other  defendants.  The  proofs  amp^y 
support  the  averments  of  the  answer,  and  establish  the  fact 
to  be  that,  although  all  of  these  companies  did  in  former 
years  enter  with  oth^^  of  the  defendants  into  certain  trade 
agreements  to  be  more  [130]  particularly  referred  to  here- 
after, they  withdrew  therefrom  in  1906,  and  that  for  at  lea^ 
seven  months  before  the  commencement  of  this  suit  none  of 
them  had  any  connection,  direct  or  indirect  with  any  of  the 
alleged  unlawful  combinationa  set  forth  in  the  petition. 

It  is  charged  that  the  Equitable  Powder  Manufacturing 
Company  was  incorporated  in  January,  1832;  that  IJL  I.  du 
Pont  de  Nemours  &  Co.,  a  partnership  then  existing  in  Dela- 
ware, acquired  49  pear  cent  of  its  capital  stock;  that  the  stock 
ia  now  held  by  one  of  the  defendants;  that  shortly  after  ijt^ 
incorporation  the  Equitable  constructed  a  powder  mill  in 
Illinois,  whej!e  it  has  ever  since  manufactured  and  sold  in 
interstate  trade  gunpowder  and  other  high  explosives;  that 
ever  since  its  organization  competition  in  the  shipment  and 
sale  of  gunpowder  and  other  explosives  between  that  com- 
pany and  others  of  the  defendants  has  been  suppressed  and 
eliminated;  that  the  pices  for  its  commoditi^  have  been 
£xed  by  the  parties  to  the  alleged  combination ;  that  E.  L  du 
Pont  de  Nemours  &  Co.,  the  partnership  referred  to»  and  it3 
successors,  have  ever  aoAce  dominated  and  controlled  the 
Equitable  by  virtue  of  the  ownership  of  49  per  cent  of  its 
capital  stock;  and  that  the  Equitable  has  been  and  now  is 
a  party  to  tiie  alleged  combination.  The  answer  of  the 
Eqiuitable  admits  that  the  partnership  referret^  to  purchased 
4&  per  cent  of  its  capital  stock,  but  says  the  purchase  wa# 
ma4e  from  certain  of  its  stockholders  four  years  after  ita 
TJiipQrpwation,^  and  4fimes  tbat  it  was  a  pair^  to  the  pii|> 
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chase,  or  that  competition  between  it  and  other  parties  had 
been  suppressed  or  eliminated,  or  that  its  prices  hare  been 
fixed  by  any  other  parties  to  this  proceeding,  or  that  its  busi- 
ness has  been  dominated  or  controlled  by  the  partnership 
referred  to  or  its  successors,  or  that  it  has  been,  or  is,  a  party 
to  any  combination  or  conspirai^.  It  also  avers  that  it  has 
not  been  a  member  of  any  trade  association  since  July  1, 
1908,  that  it  is  not,  and  for  a  long  time  before  the  cc»nmence- 
ment  of  this  proceeding  had  not  been,  a  stockholder  in  any 
other  powder  company,  and  that  its  business  has  long  been 
carried  on  in  competition  with  that  of  the  other  defendants 
and  other  manufacturers  and  vendors  of  black  gunpowder 
and  black  blasting  powder.  The  evidence  of  Mr.  F.  W.  Olin, 
the  president  of  the  Equitable,  who  was  called  as  a  witness 
for  the  government,  establishes  the  truth  of  the  averments 
of  the  answer.  There  is  no  doubt  that  the  Ek[uitable  with- 
drew from  he  Qxmpowder  Trade  Association  four  years  be- 
fore this  suit  was  ccxnmenced,  and  that  it  now  has  no  con- 
nection whatever  with  any  combination  of  vendors  of  ex- 
plosives. It  is  true  that  490  of  its  1,000  shares  of  capital 
stock  are  owned  by  one  or  more  of  the  defendant  companies; 
but  the  averment  of  the  government's  petition  that  the 
business  of  the  Equitable  is  dominated  and  controlled  by  any 
omnbination  is  not  shown  to  be  the  fact  A  business  is  not 
necessarily  controlled  by  the  mere  purchase  of  a  minority 
interest  in  it;  nor  is  there  any  proof  that  the  Equitable  has 
at  any  time  since  July  1,  1908,  directly  or  indirectly  aided 
any  of  the  defendants  in  efforts  to  control  the  trade  in  explo- 
sives, or  submitted  or  been  subjected  to  external  coercion  of 
any  kind.  We  are  not  at  liberty,  by  the  extraordinary  writ 
of  injunction,  to  in'terfere  with  the  ovmership  of  the  490 
shares  of  the  Equitable,  in  the  [ISl]  absence  of  proof  that 
that  ownership  is  employed  to  aid  the  cc»nbination  described 
in  the  government's  petition. 

Previous  to  1897  Austin  Powder  Company,  of  Cleveland, 
Ohio,  was  a  party  to  several  contzacts  alleged  by  the  United 
States  to  have  been  violative  of  the  Anti-Trust  Act;  but  the 
only  fact  affecting  that  company,  alleged  in  the  petition  or 
proved,  that  existed  at  the  ommiencement  of  this  suit,  is  the 
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<ymi6r8hip  by  one  of  the  other  defendant  corporations  of  266 
of  the  800  shares  of  its  capital  eUxik.  There  is  no  proof  that 
the  ownership  of  this  minority  interest  in  the  capital  stock 
of  the  Austin  has  been  used  for  any  unlawful  purpose.  While 
the  Austin  has  filed  no  answer,  it  appears  that,  by  an  agree- 
ment with  counsel  for  (he  government,  it  reserved  the  right 
to  move  to  dismiss  the  petition  as  to  it 

King  Powder  Company,  of  Cincinnati,  Ohio,  Maroellus 
Powder  Company,  of  Marcellns,  N.  Y.,  and  Ohio  Powder 
Company,  of  Youngstown,  Ohio,  were  incorporated  in  1878 
and  1881.  They  erected  mills  in  New  York  and  Ohio,  and 
it  is  charged  that  members  of  the  Gimpowder  Trade  Associa- 
tion waged  against  them  such  a  destructive  warfare  that 
between  1883  and  1886  the  prices  of  explosives  within  their 
fields  of  competition  were  reduced  below  the  cost  of  manu- 
facture, that  the  owners  of  the  capital  stocks  of  the  Mar- 
oellus and  the  Ohio  companies  were  compelled  to  sell  their 
stocks  to  certain  members  of  the  Ounpowder  Trade  Asso- 
ciation, that  those  two  companies  were  subsequently  dissolved, 
and  liiat  King  Powder  Company  was  forced  into  an  agree- 
ment by  which  its  business  was  controlled  by  the  Oun- 
powder Trade  Association,  which  association  was  formed 
under  an  agreement  dated  April  29,  1872,  and  continued 
under  other  agreements  dated  August  28, 1886,  December  19, 
1880,  and  July  1, 1896.  Eang  Powder  Company  was  a  party 
to  all  these  agreements,  but  we  need  not  here  consider  their 
ejffect,  since  it  condufiively  appears  that  on  Septembw  5, 
1898,  it  refused  longer  to  adhere  to  any  ^  schedule  on  paper," 
and  declared  it  should  thereafter  be  guided  ^  by  the  market 
price  set  by  our  competitors."  It  appears,  also,  that  on 
January  29,  1901,  King  Powder  C<»npany  entered  into  a 
contract  by  which  it  agreed  to  sell  to  E.  I.  du  P<mt  de 
Nemours  &  Co.  of  1899  (a  corporation  of  Delaware  which 
succeeded  the  partnership  of  the  same  name)  and  Laflin  & 
Band  Powd^  Company  the  whole  of  its  output,  except  what 
should  be  u^  by  a  certain  other  company,  for  the  pmod  of 
25  years;  and  it  is  charged  that  in  April,  1901,  these  two 
vendees  caused  King  Mercantile  Company  to  be  organissed, 
aoqui^ed  a  msjosity  of  its  capital* stock,  and  used  it  as  an  in- 
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ntmm^ioMatf  f(ar  ooatiM^Uiiig  the  oiitpat  al  Gog  Bow4tr 
Company  i^d  dUminatisg  the  latter  oompaoj  as  a  Mm- 
petitqr.  But  it  is  alaa  uxmeceseary  to  inquiie  into  the  legality 
of  these  trawactions^  for  on  Deoember  21,  1906,  tiie  ai^re- 
ment  of  January  29, 1901,  was  formally  reminded  by  mutuAl 
consent  of  aJl  the  interested  parties*  There  is  no  proof  that 
King  Powder  Company,  after  Deeemb^  21,  1906,  was  a 
party  to  any  trade  agreement  conoeming  the  manufackore 
or  sale  of  gunpowder  or  other  explosives.  On  the  contrary, 
the  uncontradioted  proof  is  that  for  seven  months  befcore  this 
suit  was  commenced  King  Powder  Company  was  [13S]  abso- 
lutely independent  in  the  conduct  of  its  business,  and  duriog 
that  time  neither  did  anything,  nw  threatened  to  do  any- 
thing, in  any  wise  violative  of  the  Anti-Trust  Aot^ 

The  plant  of  Anthony  Powder  Company,  Limited,  a  part- 
nership aasociatjon  of  Michigan,  was  destroyed  in  1906  by  m 
explosion*  On  June  26,  1907,  it  issued  a  call  for  a  stock- 
holders' meeting  to  convene  on  July  80, 1907,  for  the  purpose 
of  considering  the  question  of  dissolving  the  association  and 
distributing  its  assets.  On  the  date  last  mentioned  a  pes<du- 
tion  to  dissolve  was  adopted.  The  proceedings  to  dissolve 
were  in  progress  when  this  suit  was  conunenced.  It  wastiien 
doing  no  business,  but  was  proceeding  aooording  to  law  to 
wind  up  its  affairs. 

The  American  E.  C.  &  Sohultze  Gonpowder  Compaay,  a 
corporation  of  Great  Britain,  had  established,  prior  to  TS^ 
venftber,  1908,  at  Oakland,  N.  J.,  a  plant  where  it  was  aayanu- 
f acturing  and  selling  smokeless  sporting  powder.  On  No- 
vember 9,  1908,  by  a  written  inurnment,  it  leased  its  plant 
to  £.  I.  du  Pont  de  Nemours  Powder  Company  of  Delawexe 
for  99  years,  at  an  annual  rental  of  £3,750.  sterling,  with  an 
option  of  purchase  to  the  lessee.  In  1906  tiie  lease  was  as- 
sig^ied  to  the  £.  I.  du  Pont  de  Nemours  Powder  Company  of 
New  Jersey  (incorporated  under  UkB  laws  of  New  Jersey  in 
1908),  which  company  has  elected  to  purchase  the  plant,  and 
has  abeady  paid  a  part  of  the  purchase  money  therefor.  We 
find  nothing  in  these  facts,  so  far  as  tine  British  company  is 
coDCttmed,  violative  of  the  Anti-Trust  AcaL 

The  Peyton  Chwueal  Company,  a  oorporaMoia  of  Oali- 
fomia,  does  not  appear  to  have  been,  at  the  time  of  the  c(Mn- 


Digitized  by  VjOOQIC 


WMJTED  8ZA9I8  fh  WJ  VOHV  98  lIBliOUBS  *  OO.      IM7 

Opitakm  «f  mm  Chmrt 
aMMflmfiBt  of  tiiis  mit  or  ai  any  other  tkne^  engaged  in 
manufactoriBg  er  seUing  explosives  of  any  kind,  or  to  hare 
taken  any  part  in  fixii^  the  prieee  of  exploeiyes,  or  had  eoD- 
necfcion  with  any  echeme  for  controlling  any  part  of  the  trade 
in  ezplosiyes.  It  does  appear  that  ft,000  of  its  6,850  shares 
of  Btoek  are  owned  by  one  of  the  principal  defendants,  but 
that  alone  is  insufficient  to  warrant  injunctiTe  relief  m 
againit  Peyton  CSiemical  Company. 

Henry  A.  dn  Pont  is  one  of  Oe  individnal  defendandai. 
Pre^fious  to  1902  he  had  freqpientiy  rqpnesented  E.  L  dn 
Pont  de  Nemours  &  Ca  at  the  meetings  of  the  Gunpowder 
Trade  Association.  In  1902  he  sold  the  major  part  of  his 
interest  in  that  oompeny  to  other  membeie  of  the  da  Pont 
family,  though  he  acted  for  a  time  thereafter  as  an  officer  of 
two  of  the  dn  Pont  corporations.  In  June,  1906,  more  than 
a  year  before  this  suit  waa  begun,  he  resigned  all  his  official 
positions  in  the  defeiudant  corporations,  and  since  that  time 
hts  had  neither  real  nor  nominal  conneotion  with  the  man- 
agement of  any  of  the  defendant  ocMrporations,  or  with  any 
lirade  agreement  or  combination  concerning  the  manufacture 
or  sale  of  explosivee  of  any  kind.  His  stockholdings  in  the 
defendant  oorporation,  after  February,  1902,  were  com- 
paratiyely  small,  and  as,  after  June  8,  1906,  he  was  not  a 
direotor  or  officer  in  any  of  them,  and  took  no  part  in  die 
management  of  any  of  ttiem,  he  cannot  be  held  individually 
responsible  for  the  unlawful  acts,  if  any  there  were,  of  any 
corporation  of  which  he  was  a  stoekholder.  It  was  imposi- 
aUe  for  him  alone  to  dominate  the  busi[ltt]ness  of  any 
of  the  defendant  corporations.  There  is  no  evidence  that  he 
attempted  to  do  so,  or  that,  after  June  8,  1900,  he  had  any 
oennection,  direct  or  indirect,  with  the  shaping  of  peiieies 
or  the  management  of  the  iMUBneflB  of  any  of  them.  At  the 
time  of  commencing  this  suit  he  was  doing  notiiiing,  ner  was 
he  threatening  to  do  anything,  whidi  furnishes  iht  subject- 
matter  of  injunctive  relief  as  against  him. 

Henry  F.  Baldwin  is  another  individual  defendant,  idio, 
it  isallfiged  by  the  United  States,  was,  at  the  time  of  Ae  ffl* 
ing  of  the  petition,  a  director  of  one  of  the  du  Pqnt  com* 
and  one  ol  die  managMrs  of  ite  hnmneai,    By  his  an-> 
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ffwet  Baldwin  avers  that  he  was  a  director  of  the  eompaiij 
meationed  for  some  time  previous  to  June  14, 1907,  but  that 
cm  that  day  he  resigned,  and  has  not  sinoe  been  a  director  of, 
or  in  any  way  interested  in  the  management  or  oontrdi  of, 
any  of  the  defendant  corporations.  There  is  no  proof  that 
his  answer  is  incorrect,  or  that  any  injunction  should  be 
granted  as  against  him. 

Before  this  suit  was  commenced  the  capital  stocks  and 
properties  of  other  defendant  corporations  had  been  aequired 
by  one  of  the  du  Pont  ccmipanies,  and  they  had  been  dissolved 
and  were  no  longer  in  existence.  These  were  the  Calif  <»mia 
Powder  Works  of  California,  the  proceedings  to  dissolve 
which  were  practically  completed  when  this  suit  was  com- 
menced; the  Conemaugh  Powder  Company  of  Pennsylvania, 
dissolved  April  80,  1906;  the  Metropolitan  Powder  Ccxn- 
pany  of  California,  which  has  filed  no  answer  and  was  dis- 
solved September  21, 1905 ;  and  the  EL  L  du  Pont  Ccxnpany, 
incorporated  August  1^  1908,  under  the  laws  of  Delaware, 
and  dissolved  July  1, 1907. 

For  the  reasons  stated,  we  think  it  is  dear  that  the  peti- 
tion should  be  dismissed  as  to  the  f(dlowing  fifteen  defend- 
ants: ^Sitna  Powder  Company,  Miami  Powder  Company, 
American  Powder  Mills,  fkjuitable  Powder  Manufacturing 
Company,  Austin  Powder  Company,  King  Powder  Com- 
pany, Anthony  Powder  Company,  Limited,  American  £.  C. 
A  Schultze  Gunpowder  Company,  Peyton  Chemical  Com- 
pany, Henry  A.  du  Pont,  Henry  F.  Baldwin,  California 
Powder  Works,  Conemaugh  Powder  Company,  Metropol.'- 
tan  Powder  Company,  and  £.  L  du  P<Hit  Comp<^ny  of 
August  1, 1908. 

The  remaining  defendants  are:  (1)  Hazard  Powde?  Coen- 
pany,  a  corporation  of  Connecticut;  (2)  Laflin  A  Band 
Powd^  Company,  a  corporation  of  New  York;  (8)  Eas^ecm 
Dynamite  Company,  a  corporation  of  New  Jersey;  (4)  Fair- 
mont Powder  Company,  a  corporation  of  West  Virginia;  {$) 
International  Smokeless  Powder  A  Chemical  Company,  a 
corporation  of  New  Jersey;  (6)  Judson  Dynamite  ft  Powder 
Company,  a  corporation  of  California;  (7)  Delaware  Se- 
enritifis  Company,  incorporated  Septen]^>er  20,  1908^ 
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the  laws  of  Delawmre;  (8)  Delaware  Inyestment  Ckimpany, 
incorporated  September  20,  1902,  under  the  laws  of  Dela- 
ware; (9)  California  Investment  Company,  incorporated 
April  7,  1908,  under  the  laws  of  Delaware;  (10)  E.  I.  du 
Pont  de  Nemours  A  Co.  of  Pennsylvania,  incorporated  Sep- 
tember 11, 1903,  under  the  laws  of  Pennsylvania ;  (11)  du  Pont 
International  Powder  Company,  incorported  December  14, 
1908,  under  the  laws  of  Delaware;  (12)  E.  I.  du  Pont  (1841 
de  Nemours  Powder  Company,  incorporated  May  19,  1908, 
under  the  laws  of  New  Jersey;  (18)  E.  I.  du  Pont  de  Ne- 
mours &  Co.,  incorporated  February  26, 1902,  under  the  laws 
of  Delaware;  (14)  Thomas  Coleman  du  Pont;  (16)  Pierre 
S.  du  Pont;  (16)  Alexis  I.  du  Pont;  (17)  Alfred  I.  du  Pont; 
(18)  Eugene  du  Pont;  (19)  Eugene  E.  du  Pont;  (20)  Henry 
F.  du  Pont;  (21)  Irenee  du  Pont;  (22)  Francis  I.  du  Pont; 
(28)  Victor  du  Pont,  Jr.;  (24)  Jonathan  A.  Haskell;  (25) 
Arthur  J.  Moxham;  (26)  Hamilton  M.  Barksdale;  (27) 
Edmond  6.  Buckner;  and  (28)  Frank  L.  Connable. 

By  its  petition  the  United  States  considered  the  combina- 
tion which  it  alleges  the  defendants  have  maintained  with 
reference  to  six  periods,  extending  from  the  year  1872  until 
the  commencement  of  this  suit.  We  shall  consider  it  with 
reference  to  two  periods,  the  first  extending  from  1872  to 
February,  1902,  and  the  second  from  February,  1902,  to  the 
commencement  of  this  suit,  which  was  July  30,  1907.  We 
make  this  division  for  the  reason  that  in  February,  1902,  as 
we  shall  presently  see,  there  was  a  very  important  change  in 
the  management  of  the  companies  in  which  the  du  Pont  fam- 
ily had  been  and  then  was  interested.  Tracing  the  history 
of  interstate  commerce  in  gunpowder  and  other  explosives 
through  these  two  periods,  we  shall  be  able  to  answer  the 
first  of  the  three  questions  before  us,  which  is: 

1,  2.  First.  What  were  the  relations  of  the  28  defendantB 
last  above  narned  when  this  suit  was  Gommenoedf 

Much  of  the  first  of  the  two  periods  antedates  July  2, 1890, 
when  the  Anti-Trust  Act  became  a  law.  We  are  not  debarred, 
however,  from  considering  the  methods  by  which  interstate 
commerce  in  explosives  may  have  been  controlled  before  the 
enactment  of  that  law,  for  it  may  be  that  an  examination  of 
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thaM  mcifliods  will  disdoee  facts  whidt  wall  materially  aid 
us  in  determining  the  purpoee  of  the  trade  agreements  and 
the  incorporations  that  followed  the  enactment  of  the  law 
and  the  real  relations  of  the  defendants  when  iim  suit  was 
commenced.  St€mdard  OH  Co.  v.  United  States^  221  U.  S. 
1,  81  Snp.  Ct.  502,  S6  L.  Ed.  619,  decided  May  15, 1911.  We 
shall,  therefore,  in  the  first  place,  ^etch  as  briefly  as  darity 
of  statement  will  permit^  the  histoty  of  the  interstate  com- 
mercfe  in  explosives  from  1872  to  February,  1902. 

On  April  29, 1872,  at  a  meeting  of  manufacturers  of  gtm- 
powder  in  New  York  City,  there  was  organized  the  '*  Gun- 
powder Trade  Association."  Its  members,  seyen  in  number, 
were  Hazard  Powder  Company  of  Connecticut,  Laflin  & 
Rand  Powder  Company  of  New  York,  E.  I.  du  Font  de  Ne- 
mours &  Co.  (a  partnership  then  existing  in  Ddaware),  Ori- 
ental Powder  Mills  of  Maine,  Austin  Powder  Company  of 
Ohio,  American  Powder  Company  of  Massachusetts,  and 
Miami  Powder  Company  of  Ohio.  Articles  of  association 
were  adopted  providing  that  the  association  should  be  com- 
posed of  all  manufacturers  of  gunpowder  in  ihe  United 
States  who  were  then  or  might  thereafter  be  admitted 
thereto;  that  of  its  seven  members  the  Hazard  Company,  the 
Laflin  A  Band  Company,  and  the  du  Pont  partnership  should 
at  all  meetings  of  the  association  be  entitled  each  to  ten  votes, 
the  Oriental  [135]  to  six  votes,  and  each  of  the  other  three 
companies  to  three  votes;  tiiat  the  association  should  meet 
quarterly  for  the  purpose  of  establishing  prices,  if  need  be, 
and  hearing  and  deciding  appeals,  and  determining  all  ques- 
tions relative  to  the  trade  that  might  be  submitted  to  it; 
that  a  council  of  five  persons  should  be  elected;  that  the 
council  should  meet  weekly  for  the  ccmsid^ration  and  deci- 
sion of  infractions  of  agreements  and  questions  of  discrep* 
ancy  and  deviations  fi*om  prices  in  the  different  home  mar- 
kets; that  appeals  from  the  council  should  be  determined  and 
the  minimum  prices  for  powder  of  the  various  sorts  should  be 
fixed  by  the  association ;  and  that  funds  necessary  for  carry- 
ing out  the  provisions  of  the  articles  diould  be  assessed  in 
proportion  to  the  votes  to  which  the  members,  under  the 
terms  of  the  articles^  were  respectively  entitled. 
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On  F^tMwty  11,  1871^,  nt  a  rejgidar  quarterly  meetia^  c»f 
the  Gunpowder  Trade  Attociatioii  in  New  Yoik  City,  repre- 
aentatives  of  all  teiren  of  its  members  being  present,  a  ooni- 
mittee  was  appointed  to  consult  witii  the  California  Powder 
Works  in  the  matter  of  its  entrance  into  the  markets  of  the 
Eastern  states.  At  an  adjourned  meeting  on  March  17, 1876, 
the  committee  reported  that  an  agreement  had  been  made 
with  the  California  Powder  Works  regulating  the  trade 
of  both  of  the  parties,  that  it  was  thought  best  to  preserve 
the  agreement  amongst  the  confidential  records  of  the  asso- 
ciation, and  that,  in  accordance  with  the  terms  of  the  agree- 
ment, tixe  association  should  adopt  a  series  of  rules  regulating 
sales  and  prices  of  powder  in  what  was  called  the  ''  neutral 
ground,"  being  Utah,  Montana,  Wyoming,  Colorado,  sod 
New  Mexico.  By  these  rules,  which  the  association  immedi- 
ately adopted,  certain  agents  of  the  companies  constituting 
the  Gunpowder  Trade  Association  fixed  the  prices  of  powder 
delivered  in  the  states  and  territories  composing  the  "  neutral 
groinnd,''  the  California  Powder  Works  became  bound 
thereby,  and  a  fine  was  prescribed  for  every  violation  of  the 
rules.  On  May  8,  1876,  the  committee  of  the  Gunpowder 
Trade  Association  previously  appointed  to  confer  with  the 
Sycamore  Manufacturing  CcMnpany  reported  that  that  com- 
pany had  promised  to  observe  the  rates  fixed  by  the  associa* 
tion.  On  August  2, 1876,  the  association  amended  the  agree- 
ment of  April  29,  1872,  by  authorizing  fines  to  be  imposed 
upon  its  members  for  violations  of  the  agreement  and  pre- 
scribing a  method  of  procedure  for  the  trial  of  alleged  of- 
fendets  before  the  association  and  the  collection  of  the  fines. 
On  February  11, 1880,  the  California  Powder  Works  and  the 
seven  companies  composing  the  Gunpowder  Trade  Associa- 
tion entered  into  a  new  agreement,  in  lieu  of  the  one  dated 
February  11,  1875,  restricting  the  right  of  the  members  of 
the  a880ciati<m  to  carry  on  their  trade  in  certain  of  the  Pa- 
cific states  and  territories,  and  the  right  of  the  California 
Powder  Works  to  trade  in  any  part  of  the  United  Stiites 
east  of  the  ^^  neutral  ground,"  regulating  sales  within  the 
neutral  territory,  and  fixing  the  fines  to  be  paid  by  those  who 
should  violate  the  terms  of  the  agreement.    As  illustrations 
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of  the  power  exercised  by  the  association  under  the  agree- 
ment of  April  29,  1872,  out  of  many  that  might  [136]  be 
mentioned,  we  refer  to  some  excerpts  from  the  proo&  repro- 
duced in  the  margin.' 

•At  a  special  meeting  of  the  Gunpowder  Trade  Association  on  Octo- 
ber 18,  1870,  tbe  following  resolotlons  were  adopted : 

"  Whereas,  the  reduced  prices  for  blasting  powder  recently  made  by 
certain  parties  in  the  coal  fields  of  Ohio,  Illinois,  and  Iowa  not  only 
tend  to  demoralize  the  general  trade  but  to  impair  the  proptt  interests 
of  this  Association:  It  is  therefore  deemed  adylsable  to  adopt  the 
following : 

**  Resolved — ^That  the  price  of  blasting  powder  in  the  Youngstown 
district,  which  includes  the  counties  of  Trumbull  and  Mahoning,  Ohio, 
and  Mercer  and  Lawrence,  Penn.,  also  the  Akron  and  Massilon  dis- 
tricts, comprising  the  coal  fields  of  Summit,  Medina,  Wayne,  Stark, 
Tuscarawas  counties*  Ohio,  be  fixed  at  i2JjO  per  keg— car  load  lots 
at  f  2.40  per  keg. 

**  Resolved — ^That  the  price  of  blasting  powder  in  the  coal  districts 
of  niinois  and  Iowa  be  $2.60  per  keg,  car  load  lots  $2.50  per  keg. 

"  Resolved— That  the  foregoing  resolutions  apply  to  the  consumption 
in  the  coal  fields  only  in  the  states  mentioned,  that  they  are  passed  In 
self-defense  for  mutual  protection,  and  to  the  intuit  that  eadi  asso- 
ciate may  be  enabled  to  hold  his  own  trade. 

**  Resolved — ^That  the  Hazard  Powder  Company  be  permitted  to  sell 
blasting  powder  as  low  as  $2.00  jper  keg  in  the  Middlefield  district 

*' Resolved— That  the  committee  on  prices  be  authorized  In  their 
Judgment  to  revise  and  regulate  prices  at  all  points  where  cats  are 
made  or  attempted  by  any  outside  parties— notice  of  such  change  in 
prices  to  be  wired  to  each  associate  not  less  than  twenty-four  hours 
before  the  same  goes  into  effect" 

At  the  stated  meeting  of  the  association  on  February  5,  1879,  the 
following  was  adopted : 

"  On  motion  of  Ck>l.  du  Pont,  that  prices  at  Memphis,  NashviUe^  and 
such  other  points  as  are  affected  by  the  prices  of  King's  powder,  be 
modified  as  the  price  committee  shaU  decide." 

The  compendium  of  rules  of  June  1,  1881,  contained  the  following : 

''Associates  nol  already  in  the  enjoyment  of  trade  in  the  Lake  Su- 
perior district  shall  refrain  from  selling  powder  therein,  or  to  go  to 
that  district  Lake  Superior  Powder  Co.  to  confine  its  sales  of  powder 
to  consumers  within  its  proper  district" 

On  August  3, 1881,  the  association  adopted  the  following: 

"  On  motion,  that  each  associate  shall  Instruct  in  writing  his  repre- 
sentative agent  at  Denver  not  to  sell  any  powder  to  agents  of  the 
Giant  Powder  CJo.  at  any  price." 
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Previous  to  August  28, 1886,  the  Gunpowder  Trade  Asso- 
ciation composed  of  the  seven  members  above  mentioned, 
heard  and  disposed  of  several  hundred  complaints  of  viola- 
ti(ms  of  the  agreements  above  referred  to  and  imposed  many 
fines.  Other  companies,  not  parties  to  those  agreements, 
had  for  some  years  been  waging  a  warfare  with  the  members 
of  the  Gunpowder  Trade  Association.  Among  these  were 
the  Sycamore  Manufacturing  Company  of  Tennessee,  the 
Lake  Superior  Powder  Company  of  Michigan,  the  King's 
Great  Western  Powder  Company  (whose  name  was  subse- 
quently changed  to  the  Sang  Powder  Company)  of  Ohio,  the 
Ohio  Powder  Company  of  Ohio,  and  the  Marcellus  Powder 
Company  of  New  York.  On  the  date  last  mentioned  (Au- 
gust 23,  1886)  these  five  companies  united  with  the  seven 
companies  who  had  formerly  constituted  the  Gunpowder 
Trade  Association  in  a  new  trade  agreement  the  purpose  of 
which,  as  expressed  in  its  language,  was  to  regulate  the 
business  of  the  parties  thereto,  including  the  prices  at  which 
powder  should  be  sold,  to  the  end  that  the  parties  might 
avoid  unnecessary  loss  by  ^^ill-regulated  or  unau[187]thor- 
ized  "  ccHupetition.  The  agreement  excepted  from  its  opera- 
tion trade  with  fc»reign  countries,  with  the  government  of 
the  United  States,  and  with  parties  within  the  anthracite 
regions  of  the  state  of  Pennsylvania,  apportioned  amongst 
its  twelve  parties  the  maximum  yearly  trade  allowed  to  them 
respectively,  provided  for  a  supplementary  agreement  with 
the  California  Powder  Works  concerning  sales  in  the  Pacific 
States  and  the  ^  neutral  territory,"  provided  for  sworn  state- 
ments of  sales  to  be  delivered  annually  by  each  of  the  twelve 
parties  to  designated  representatives,  created  a  board  of  ar- 
bitration to  settle  disputes  between  the  parties,  provided  for 
the  execution  of  supplementary  agreements  relating  to  prices 
to  be  maintained  for  the  sales  of  powder  and  the  general 
harmonious  arrangement  of  the  powder  trade,  and  also  pro- 
vided, finally,  that  since  the  Laflin  &  Band  Powder  Com- 
pany, one  of  the  twelve  parties  to  the  agreement,  owned  a 
majority  of  the  capital  stock  of  the  Scha^ticoke  Powder 
Company  the  former  ccHupany  would  guarantee  that  the  lat- 
ter company  would  respect  and  ccmiply  with  the  provisions 
95825**— VOL  4—17 ^2S 


Digitized  by  VjOOQIC 


854  188  FEnSRAIi  KBPOBTSB,  ISS^ 

Opinion  of  tbe  Conrt 

of  the  agreement  as  though  it  were  a  party  thereto,  and  that 
all  sales  by  the  Schaghtiooke  Powder  Company  should  be 
considered  as  sales  of  the  Laflin  &  Band  Powder  Company. 
Supplementary  agreements  were  subsequently  entered  into 
with  the  California  Powder  Works  and  by  the  agents  of  the 
parties  to  the  agreement  of  August  28, 1886,  for  the  regula- 
tion of  the  powder  trade  in  particular  localities.  New  Or^ 
leans,  Louisville,  Cincinnati,  and  Chattanooga,  especially, 
were  affected  by  such  supplementary  agreements.  It  is  not 
improbable  that  there  were  other  supplementary  agteementis 
affecting  other  places,  for  it  appears  that  the  agreements 
were  furnished  in  printed  blank  forms.  Their  purpose  was 
to  regulate  the  trade  by  establishing  and  maintaining  uni- 
form prices  and  giving  effect  to  the  principal  agreement  of 
August  28,  1886. 

The  agreement  of  August  28,  1886,  expired  by  its  own 
terms  on  December  31,  1889.  In  anticipation  of  its  expira- 
tion the  same  twelve  parties  who  had  executed  it,  on  Decem- 
ber 19,  1889,  executed  a  new  agreement,  called  the  ^^  Funda- 
mental Agreement,"  for  a  term  beginning  January  1,  1890. 
and  ending  June  80,  1895,  with  an  added  provision  that  it 
should  continue  thereafter  from  year  to  year  unless  termi- 
nated in  the  manner  therein  provided  for.  As  this  Funda- 
mental Agreement  continued  to  be  observed  with  more  or 
less  fidelity  by  the  parties  to  it,  not  only  before  but  for  sev- 
eral years  after  the  enactment  of  the  Anti-Trust  Act,  its  pro- 
visions are  of  especial  interest  Its  principal  parties  were 
the  copartnership,  E.  I.  du  Pont  de  Nemours  &  Co.,  and  the 
corporations,  Hazard  Powder  Company  and  Laflin  &  Band 
Powder  Company.  These  three  parties  were,  in  some  of  the 
provisions  of  the  agreement,  grouped  as  one  collective  party 
and  called  the  ^  Three  Companies."  The  agreement  recited 
that  the  twelve  parties  made  and  sold  gunpowder  for  blast- 
ing or  sporting  purposes,  or  both,  and  declared  its  purpose 
to  be  to  regulate  in  a  ccmvenient  and  desirable  manner  the 
business  of  the  parties  thereto^  to  avoid  unnecessary  loss  in 
the  [18S]  sale  and  disposition  of  their  powder  by  "ill-regu- 
lated or  imauthorized  competition  and  underbidding  of  the 
agmts  of  the  parties  "  thereto,  and  to  protect  consumers  and 
the  public  from  unjust  fluctuations  in  prices  and  from  un- 
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just  discriminations.  It  exoepted  from  its  operation  trade 
with  foreign  countries,  trade  witli  the  government  of  the 
United  States,  and  trade  in  blasting  powder  in  the  anthra- 
cite regions  of  Pennsylvania.  The  portion  of  the  United 
States  subject  to  the  operation  of  Hxe  agreement  was  di- 
vided into  seven  districts,  within  eadi  of  which,  it  was  de- 
clared, uniform  prices  should  generally  prevail.  Yearly  al- 
lotments of  trade  were  made  to  the  "  Three  Companies  "  as 
one  collective  party,  and  to  each  of  the  other  nine  parties. 
The  trade  in  the  ^^  neutral  belt "  and  in  certain  of  the  Pa- 
cific States  was  to  be  regulated  by  a  supplementary  agree- 
ment with  the  California  Powder  Works.  Periods  for  set- 
tlements in  the  division  of  trade  were  fixed,  and  sworn  state- 
ments of  sales  were  required  to  be  furnished  by  each  of  the 
parties  (the  ^^ Three  Companies"  being  considered  as  one 
party)  to  the  board  of  trade,  a  body  established  by  the  agree- 
m^it,  whose  duty  it  was,  inter  aUa^  to  adjust  the  differences 
in  sales  according  to  the  money  values  permitted  to  each 
party  in  the  division  of  trade,  and  to  require  payment  into 
the  treasury  of  the  association  by  the  debtor  parties  and 
make  distribution  thereof  amongst  all  parties  according  to 
their  rights  under  the  agreement  The  board  of  trade  con- 
sisted of  five  members,  who  were  elected  by  the  parties  to 
the  agreement  at  their  annual  meetings.  The  board  was  re- 
quired to  meet  quarterly,  and  was  authorized  to  fix  prices,  to 
vary  or  change  the  same  at  any  time  and  for  any  place,  to 
meet  contingencies  for  the  protection  of  the  common  inter- 
ests of  the  parties  to  the  agreement,  to  enforce  rules  and 
regulations  adopted  by  the  parties  by  any  measure  it  might 
deem  necessary,  and  to  hear  and  adjudge  cases  of  grievances. 
General  meetings  of  the  parties  to  the  agreement  were  pro- 
vided for,  and  the  association  at  any  of  its  general  meetings 
was  authorized  to  review  or  reverse  the  acts  of  the  board  of 
trade  and  to  instruct  it  upon  any  matter.  It  was  also  pro- 
vided that  any  party  to  the  agreement  who  should  suffer 
excessive  loss  by  an  overt  act  of  the  board  of  trade — as  by 
the  reduction  of  a  price  at  a  place  in  treatment  of  a  "  local 
disturbance  of  trade  " — should  receive  such  compensation  for 
the  damage  sustained  by  it  as  mijj^t  be  recommended  by  the 
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board  of  trade  and  agreed  to  at  a  general  meeting.  Supple- 
mentary agreements  by  the  parties  wei^e  authorized  relating 
to  the  fixing  of  prices  and  the  control  of  the  trade.  It  was 
further  agreed  that  sales  by  the  Schaghticoke  Powder  Com- 
pany should  be  considered  as  sales  of  the  Laflin  &  Rand 
Powder  Company  and  the  latter  company  guaranteed  com- 
pliance with  the  provisions  of  the  agreement  by  the  Schaghti- 
coke Company. 

In  1895  the  copartnership,  E.  I.  du  Pont  de  Nemours  & 
Co.,  and  the  Laflin  &  Rand  Powder  Company,  who  then 
owned  a  majority  of  the  capital  stocks  of  the  Repaimo  Chem- 
ical Company  and  the  Hercules  Powder  Company,  decided 
to  consolidate  those  two  com[189]panies  and  the  Atlantic 
Dynamite  Company  in  one  corporation,  called  the  Eastern 
Dynamite  Company,  which  they  caused  to  be  organized 
under  the  laws  of  New  Jersey  with  an  authorized  capital 
stock  of  $2,000,000  (200,000  shares),  all  of  which  was  issued 
to  the  stockholders  of  the  three  companies  thus  brought  into 
subsidiary  relations  to  the  Eastern  Dynamite  Company.  By 
this  amalgamation  of  interests  centralization  of  control  of 
the  dynamite  business  previously  carried  on  by  the  three 
companies  was  secured.  Later  the  Eastern  Dynamite  Com- 
pany purchased  the  stocks  of  a  large  nimiber  of  other  pow- 
der, dynamite,  and  chemical  companies,  and  thereby  obtained 
control  of  them. 

Previous  to  July  1,  1896,  the  Chattanooga  Powder  Com- 
pany, with  mills  in  Tennessee,  the  Equitable  Powder  Manu- 
facturing Company,  of  New  Jersey,  with  a  plant  in  Illinois, 
the  Southern  Powder  Company,  having  mills  in  Georgia,  and 
the  Phoenix  Powder  Manufacturing  Company,  of  West  Vir- 
ginia, with  mills  in  New  Jersey,  West  Virginia,  and  Illinois, 
developed  competing  businesses  with  one  another  and  with 
the  parties  to  the  Fundamental  Agreement  of  December  19, 
1889.  Against  them,  the  Hazard,  the  du  Pont,  and  the 
Sycamore  companies  carried  on  a  sharp  contest.  Negotia- 
tions with  their  representatives,  in  May,  1896,  resulted  in 
allotments  of  the  trade  to  them,  and  on  August  20,  1896, 
these  four  companies,  with  the  California  Powder  Works 
and  the  twelve  parties  to  the  Fundamental  Agreement  of 


Digitized  by  VjOOQIC 


N 


UHITED  8TATB8  V.  VU  PONT  DS  NEMOUB8  A  CO.      857 

Opinion  of  tbe  Court 

December  19, 1889,  beixig  seventeen  parties  in  all,  entered  into 
another  Fundamental  Agreement  oonoeming  tbB  manufac- 
ture and  sale  of  powder  for  blasting  and  sporting  purposes, 
which  was  dated  July  1,  1896,  and  was  in.  its  general  terms 
notunlike  the  agreement  of  December  19, 1889.  Some  time 
between  August  20  and  September  24,  1896,  however,  the 
board  of  trade  was  supplanted  by  what  was  thereafter  known 
as  the  "  advisory  committee." 

On  October  26, 1897,  an  agreement  was  entered  into  by  ten 
American  manufacturers,  eight  of  whom  were  parties  to 
the  agreement  of  July  1,  1896,  and  two  European  manufac- 
turers, which  related  to  explosives  of  all  kinds,  provided  that 
the  European  parties  should  not  complete  works  then  build- 
ing in  New  Jersey,  and  that  the  American  parties  should  bear 
all  expenses  theretofore  incurred  in  connection  therewith, 
contained  mutually  restraining  provisions  as  to  the  erection 
of  factories  in  the  United  States  and  Europe,  divided  the 
trade  of  the.  world  territorially  between  the  -American  and 
the  European  parties,  contained  provisions  for  fixing  prices, 
provided  a  fund  for  the  purpose  of  protecting  the  common 
interest  against  outside  competition,  fixed  fines  and  penalties 
for  breaches  of  the  agreement,  and  contained  sundry  other 
provisions  for  the  regulation  and  control  of  the  trade.  This 
agreement  was  in  existence  throughout  the  period  of  the  war 
with  Spain  and  until  1906. 

On  October  21,  1899,  the  E.  I.  du  Pont  de  Nemours  &  Co. 
was  incorporated  under  the  laws  of  Delaware  with  an  au- 
thorized capital  stock  of  $2,000,000.  The  incorporators  of 
this  company  were  the  members  of  the  previous  copartner- 
ship of  the  same  name — Eugene  [140]  du  Pont,  Francis  G. 
du  Pont,  Henry  A.  du  Pont,  Alexis  I.  du  Pont,  Charles  L 
du  Pont,  and  Alfred  I.  du  Pont.  The  business  and  property 
of  the  copartnership  were'  sold  to  the  corporation,  and  each 
partner  received  a  proportion  of  the  capital  stock  equal  to 
his  interest  in  the  copartnership.  Eugene  du  Pont  had  been 
the  manager  of  the  partnership  business  for  10  years.  He 
naturaUy  became  the  president  of  the  corporation.  He  was 
also  a  member  of  the  advisory  committee  of  the  associated 
manufacturers  for  years  prior  to  January,  1902,  in  which 
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montli  he  died.  Upon  Eugene's  death  the  remaining  stock- 
holders, excepting  Alfred,  were  strongly  disposed  to  sell 
out  to  the  Laflin  &  Rand  Powder  Company.  Alfi^d  so- 
licited the  interest  of  Thomas  Coleman  du  Pont  and  Pierre 
S.  du  Pont,  neither  of  whom  had  theretofore  been  interested 
in  the  business,  and  these  three  persons — ^Alfred,  Thomas, 
and  Pierre  du  Pont — ^made  to  the  stockholders  an  offer  to 
purchase,  which  was  accepted.  Thus  was  it  that  in  Febru- 
ary, 1902,  the  du  Pont  powder  industry  passed  into  the  con- 
trol of  those  who  at  present  dominate  it  For  30  years  trade 
agreements  had  been  in  existence,  in  every  one  of  which  the 
du  Ponts  were  active  parties.  There  were  times  when  the 
parties  to  these  agreements  broke  away  from  and  disregarded 
them,  but  usually  the  fines  and  penalties  imposed  on  the 
violators  preserved  ihe  integrity  of  the  organization.  The 
association  of  manufacturers  of  powder  and  other  explosives 
had  probably  never  been  stronger  than  it  was  in  February, 
1902,  when  the  change  in  the  management  of  the  du  Pont 
works  took  place.  It  had  for  years  arbitrarily  fixed  prices 
in  the  different  parts  of  the  United  States,  waging  a  disas- 
trous warfare  against  competitors  until  they  were  coerced 
into  terms  satisfactory  to  the  association  or  brought  into  the 
association.  In  express  language,  the  trade  agreements  dis- 
closed the  purpose  of  fixing  prices,  and  at  the  meetings  of 
the  association,  and  of  its  council,  board  of  arbitration,  board 
of  trade,  and  advisory  committee,  measures  were  often  de- 
vised to  limit  the  output  of  the  members  of  the  association 
and  to  crush  competition  by  manufacturers  not  members  of 
the  association.  When  Thomas  Coleman  du  Pont,  Pierre  S. 
du  Pont,  and  Alfred  I.  du  Pont  purchased  the  du  Pont  busi- 
ness, they  came  into  possession  of  a  business  that  had  been 
developed  under  trade  agreements  which  the  learned  counsel 
for  the  defendants  admit  contravene  at  least  the  first  section 
of  the  anti-trust  act.  One  of  these  agreements — ^the  one 
dated  July  1,  1896 — ^was  still  in  force,  and  it  is  important 
to  know  how  the  associated  parties  conducted  their  business 
affairs  after  the  death  of  Eugene  du  Pont  in  January,  1902. 
On  February  26,  1902,  Thomas  Coleman,  Pierre  S.,  and 
Alfred  I.  du  Pont  caused  to  be  organized,  under  the  laws  of 
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Delaware,  a  new  corporation,  called  E.  L  du  Pont  de  Ne- 
mours Company  with  an  authorized  capital  stock  of  $20,000,- 
000.  This  new  company  (hereafter  called  the  du  Pont  C(»a- 
pany  of  1902)  then  issued  its  promissory  notes  for  the  sum 
of  $12,000,000  and  119,970  shares  of  its  capital  stock,  whose 
par  value  was  $11,997,000,  to  E.  I.  du  Pont  de  Nemours  & 
Co.  of  1899  for  the  property,  assets,  and  good  will  of  the 
latter  company,  excepting  certain  parcels  of  its  real  estate, 
and  ihe  stockholders  [141]  of  the  latter  company  amongst 
whom  the  notes  and  stock  of  the  new  company  had  been  dis- 
tributed in  proportion  to  their  holdings  of  slock  in  the 
company  of  1899,  caused  89,400  shares  of  the  stoc^  of  the 
new  company  to  be  transferred  to  Thomas  Coleman, 
Pierre  S.,  and  Alfred  I.  du  Pont.  The  stock  so  trans- 
ferred to  these  three  gentlemen  gave  them  the  control  of  the 
du  Pont  Company  of  1902,  and  that  control  they  hare  eyer 
since  had.  About  40  per  cent  of  the  property  acquired  from 
the  corporation  of  1899  by  the  du  Pont  Company  of  1902 
consisted  of  five  plants  used  in  manufacturing  and  selling  the 
du  Pont  explosives,  namely,  one  at  Wilmington,  Del.,  one 
at  Sycamore,  Tenn.,  one  at  Mooar,  Iowa,  one  at  Carney's 
Point,  N.  J.,  and  one  in  the  anthracite  region  of  Pennsyl- 
vania. About  60  per  cent  consisted  of  stocks  in  other  cor- 
porations which  manufactured  and  sold  explosives  of  vari- 
ous kinds.  It  owned  all  of  the  stock  of  the  Hazard  Powder 
Company,  consisting  of  10,000  shares,  which  company  had 
but  one  operating  plant;  the  greater  part  of  its  assets  con- 
sisting of  stocks  in  other  companies.  The  du  Pont  Company 
of  1902  was  therefore  at  first  both  a  holding  and  an  operat- 
ing company.  Its  interest  as  a  holding  company  exceeded  its 
interest  as  an  operating  company.  Indeed,  its  interest  as  an 
operating  company  continued  but  little  over  a  year,  for  by 
October  1,  1903,  it  had  conveyed  all  its  tangible  assets  to 
other  corporations  for  the  stocks  of  those  corporations.  On 
April  2, 1902,  Thomas  Coleman  du  Pont,  president  of  the  du 
Pont  Company  of  1902,  was  elected  a  member  of  the  ad- 
visory committee  of  the  association  organized  under  the  trade 
agreement  of  July  1,  1896.  On  October  2,  1902,  at  the  an- 
nual general  meeting  of  the  manufacturers^  associaticHi,  Mr. 
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T.  C.  du  Pont  being  in  the  chair,  a  revised  compendium  of 
rules  was  recommended  to  the  advisory  committee  for  adop- 
ticm  and  on  November  7  that  committee  adopted  the  com- 
pendium. It  authorized  the  advisory  ccxnmittee  to  appoint 
a  special  committee  which  should  have  authority,  between 
the  meetings  of  the  advisory  committee,  to  increase  rebates 
on  existing  contracts  for  blasting  powder  and  to  recommend 
sales  below  the  schedule  prices  to  buyers  imder  contract,  and 
contained  other  drastic  provisions  for  eliminating  competi- 
tion and  controlling  the  trade.  Mr.  T.  C.  du  Pont  was  a 
member  of  this  special  committee.  At  this  time  the  du  Pont 
Company  of  1902  owned  stocks  in  the  Austin  Powder  Com- 
pany, Birmingham  Powder  Company,  California  Powder 
Works,  Chattanooga  Powder  Company,  Consumers  Powder 
Company,  Eastern  Dynamite  Company,  Enterprise  Powder 
CcHnpany,  Equitable  Powder  Manufacturing  Company,  Fair- 
mont Powder  Company,  Indiana  Powder  Company,  Laflin 
Powder  Manufacturing  Company,  Lake  Superior  Powder 
Company,  Mahoning  Powder  Company,  Northwestern 
Powder  Company,  Ohio  Powder  Company,  Oriental  Powder 
Mills,  and  Phoenix  Powder  Manufacturing  Company.  It 
owned,  as  above  stated,  all  the  capital  stock  of  the  Hazard 
Powder  Company,  and  that  company  owned  stocks  in  the 
Eastern  Dynamite  Company,  Hecla  Powder  Company,  Lake 
Superior  Powder  Company,  Ohio  Powder  Company,  Orien- 
tal Powder  Mills,  and  Phoenix  Powder  Manufacturing  Com- 
pany. Of  these  companies  the  du  Pont  Company  of  1902 
controlled  only  the  Fairmount  [  142  ]  and  the  Oriental.  Pierre 
S.  du  Pont  says  that  he  and  his  associates  felt,  at  the  time 
they  took  over  the  property  of  the  du  Pont  Company  of 
1899,  that  they  commanded  but  little  of  the  business  of  tiiese 
other  corporations.  In  the  course  of  their  investigations 
they  discovered  that  the  Laflin  &  Rand  Powder  Company 
was  largely  interested  by  reason  of  its  stockholdings  in  many 
of  these  other  corporations,  and  that  the  du  Pont  Company 
of  1902  and  the  Laflin  &  Band  Company,  together,  could 
control  them.  He  declares  that  their  plants  were  pretty 
thoroughly  scattered  about  the  country  and  were  well  located, 
that  freights  on  explosives  are  very  high,  so  that  it  is  im- 
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poflEdble  to  ship  them  to  any  great  distance  without  undpe 
expense,  and  that  the  plants  were  desirable  ones  to  controL 
The  plan  was  then  conceived  of  purchasing  the  capital  stock 
of  the  Laflin  &  Rand  Powder  Company,  consisting  of  10,000 
shares,  which  company,  it  will  be  remembered,  had  been  a 
party  to  each  of  the  trade  agreements  of  April  29,  1872, 
August  23,  1886,  December  19,  1889,  and  July  1,  1896,  and 
had  participated  in  the  enforcement  of  the  methods  of  the 
association  of  manufacturers  for  the  elimination  of  com- 
petition and  the  control  of  the  trade.  If  the  du  Pont  Com- 
pany of  1902  and  the  Hazard  and  the  Laflin  A  Rand  com- 
panies could  be  united  in  corporate  form  it  was  as  apparent 
then  as  it  is  now  that  the  advantages  that  had  been  obtained 
under  the  trade  agreements  could  be  more  firmly  and  mwe 
certainly  retained.  Accordingly,  the  following  plan  for 
securing  control  of  the  Laflin  &  Rand  Company  was  devised : 
On  September  20, 1902,  under  the  laws  of  Delaware,  there 
were  organized  the  Delaware  Securities  Company,  with  an 
authorized  capital  stock  of  $8,000,000,  and  the  Delaware  In- 
vestment Company,  with  an  authorized  capital  stock  of 
$2,600,000.  Of  certain  persons,  who  held  5,524  shares,  or  a 
majority,  of  the  stock  of  the  Laflin  &  Rand  Company,  a 
part  also  held  950  shares  of  the  stock  of  the  Moosic  Powder 
Company.  That  part  refused  to  sell  their  holdings  in  the 
Laflin  &  Rand  Company  unless  the  purchaser  would  also 
take  the  950  shares  of  the  Moosic  stock.  Accordingly,  T.  C. 
du  Pont  obtained  an  option  on  the  majority  of  ihe  stock  of 
the  Laflin  &  Rand  Company  and  on  the  950  shares  of  the 
Moosic  stock.  In  payment  for  the  5,524  shares  of  the  Laflin 
&  Rand  stock  and  for  his  services  T.  C.  du  Pont,  who,  under 
his  option,  had  acquired  the  5,524  shares  of  the  Laflin  & 
Rand  stock,  received  from  the  Delaware  Securities  Company 
$3,998,000  (par  value)  of  its  stock  and  $2,209,600  of  ite 
bonds;  that  is  to  say,  over  $1,100  in  such  stock  and  bonds 
for  each  share  of  the  stock  of  the  Laflin  &  Rand  Company. 
Much  the  larger  part  of  the  stock  of  the  Delaware  Securities 
Company,  and  therefore  the  control  of  that  company,  was 
transferred  to  the  du  Pont  Company  of  1902.  In  payment 
for  the  950  shares  of  the  Moosic  stock  and  for  his  services 
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T.  C.  dn  Pont,  who,  under  his  option,  had  acqufared  ^bat 
stock  also,  received  from  the  Delaware  Livestment  Company 
92,498,000  (par  value)  of  its  stock  and  $2,500,000  of  its  bonds, 
of  which  stock  mndi  the  larger  part,  and  therefore  the  con- 
trol, was  transferred  to  the  du  Pont  Company  of  1902.  The 
bonds  of  the  Delaware  Securities  Company  and  the  Dela- 
ware Investment  Company  were  secured  by  the  Laflin  A 
Rand  stock  and  the  Moosic  stock  so  purchased,  and  by  stodc 
of  the  East[148]em  Djmamite  Company,  the  Hazard  Pow- 
der Company,  and  the  du  Pont  Company  of  1902,  loaned  for 
that  purpose  by  T.  C.  du  Pont.  By  this  arrangement  it  will 
be  observed  the  Laflin  A  Rand  Company  was  controlled  by 
the  Delaware  Securities  Company,  and  the  Delawaro  Securi- 
ties Company  by  the  du  Pont  Company  of  1902.  At  the 
time  of  this  purchase  the  Laflin  &  Rand  Company  owned 
1,410  of  the  8,000  shares  of  the  Moosic;  consequently,  the 
aoquisiti<m  of  the  additional  950  shares  of  the  Moosic,  whose 
par  value  was  $96,000,  and  f<Hr  whidi  was  paid  stodc  and 
bonds  of  the  par  value  of  $4,998,000,  gave  to  the  du  Pont 
Company  of  1902  control,  also,  of  the  Moosic  Powder  Com- 
pany. This  was  a  seemingly  excessive  price  to  pay  for  sudi 
control,  and  is  strong  evidence  of  a  purpose  to  destroy  com- 
petition and  promote  monopoly;  for  in  less  than  a  year 
afterward  the  whole  of  the  capital  stock  of  the  Moosic  Pow- 
der Company  ($300,000)  was  transferred  to  E.  1.  du  Pont 
de  Nemours  &  Co.  of  Pennsylvania  for  $889,458.95  of  the 
stock  of  the  holding  company. 

Some  time  previous  to  1902  the  Fairmont  Powder  Com- 
pany  had  been  organized  under  the  laws  of  West  Virginia. 
The  combination  then  existing  under  the  trade  agreement 
of  July  1,  1896,  instituted  a  contest  against  the  Fairmont. 
Prices  were  reduced  and  in  the  year  1902  the  du  Pont  Com- 
pany of  1902  obtained  the  Fairm<xit's  stock.  These  trans- 
actions were  completed  in  October,  1902;  that  is,  in  the  same 
m<Hith  in  which  the  revised  compendium  of  rules  for  the 
government  of  the  associated  companies,  above  referred  to, 
went  into  effect  Mr.  T.  C.  du  Pont,  one  of  the  purdiasers 
of  the  du  Pont  business  in  February,  1902,  without  previous 
experience  in  the  powd^  or  explosive  businesB,  but  with  an 
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ability  that  oommancte  hif^  admiration,  saooeedad,  wiljiin 
the  period  of  six  months  after  his  election  as  a  member  of 
the  advisory  committee  of  the  associated  companies^  in 
cementing  the  principal  parties  to  the  trade  association  in 
a  union  much  more  able  to  cope  with  competitors  and  to 
secure  control  of  the  trade  in  powder  and  other  explosives 
than  any  of  the  associations  that  had  preceded  it.  The 
effects  of  the  consolidation  were  soon  evident  In  Decem- 
ber, 1902,  Mr.  Arthur  J.  Moxham,  then  president  of  the 
Hazard  Powder  Company,  delivered  an  address  at  a  general 
meeting  of  the  associated  companies  in  which,  after  review- 
ing the  history  of  the  explosives  trade  for  some  years  and 
concluding  that  the  advance  in  prices  fnxn  1896  to  1902  had 
been  too  small,  he  said : 

"  It  does  not  suffice  to  say  that  at  to-day's  prices  there  is  a  ftiir 
margin  of  profit,  because  the  fact  is  that  at  to-day's  prices  there 
ought  to  be  something  more  than  a  fair  margin.  There  should  be  a 
heavy  margin  of  profit,  and  in  the  tBCt  that  there  Is  not  we  see  a 
menace  to  the  future  of  the  businesa  The  present  phenomoial  proa- 
perity  cannot  last  If  past  history  is  to  guide  us,  we  must  assume 
that  it  will  be  followed  by  a  period  of  reaction.  During  this  period 
of  reaction  the  price  of  powder  must  come  down  heaylly.  When  the 
demand  comes  from  our  cuntomers  to  reduce  the  price  when  every- 
thing else  is  being  reduced,  it  will  be  no  answer  to  say  that  we  did 
not  advance  it  when  we  could.  During  periods  of  depression  the  pur- 
chaser, not  the  seller,  is  in  control  of  the  market,  and  the  irresistible 
logic  of  all  past  history  shows  that  his  control  is  absolute.  In  a 
country  of  such  trade  irregularities  as  that  of  the  United  States,  it 
is  only  by  a  high  profit  during  periods  of  prosperity  that  a  fftir 
return  to  capital  can  be  maintained  in  face  of  the  minimum  that 
follows  the  period  of  trade  distress.'* 

[144]  His  recommendation,  therefore,  was  that  prices 
should  be  advanced,  and  they  were  advanced  immediately 
in  nearly  the  whole  of  the  United  States,  thus  showing  the 
confidence  of  the  associated  companies  in  their  ability  to  con- 
trol the  explosives  business  in  this  country. 

In  1908  the  (Consumers'  Powder  Company,  the  Enterprise 
Powder  Manufacturing  Company,  the  Moosic  Powder  Com- 
pany, and  the  Oliver  Powder  Company,  all  corporations  of 
Pennsylvania,  were  merged  into  E.  I.  du  Pont  de  Nemours 
&  Co.  of  Pennsylvania,  the  capital  stock  of  the  last-men- 
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tioned  oompfuay  haying  been  increased  for  that  purpose 
from  $20,000  to  $2,000,000  and  a  majority  of  it  being  now 
owned  by  the  next-mentioned  company.  On  May  19,  1908, 
the  E.  L  du  Pont  de  Nemours  Powder  Company  (hereafter 
called  the  du  Pont  Company  of  1903)  was  organized  under 
the  laws  of  New  Jersey,  with  an  authorized  capital  of  $60,- 
000,000  of  preferred  and  common  stock.  Thereupon  the  du 
Pont  Company  of  1902  assigned  all  its  stockholdings  in  other 
companies  (about  85  of  them)  to  the  du  Pont  Company  of 
1908,  and  took  in  exchange  therefor  $30,200,000  (a  majority) 
of  the  preferred  and  common  stock  of  the  du  Pont  Company 
of  1903.  In  1903,  also,  the  California  Investment  Company 
was  organized  imder  the  laws  of  Delaware  with  an  author- 
ized capital  stock  of  $400,000,  the  majority  of  which  stock 
is  now  owned  by  the  du  Pont  Company  of  1903,  and  through 
it  the  du  Pont  Company  of  1903  obtained  control  of  the  Jud- 
son  Dynamite  &  Powder  Company,  a  corporation  of  Cali- 
fornia, with  its  authorized  capital  stock  of  $2,000,000.  In 
December,  1903,  the  du  Pont  International  Powder  Company 
was  organized,  under  the  laws  of  Delaware,  with  an  author- 
ized capital  stock,  preferred  and  common,  of  $10,000,000,  the 
majority  of  which  is  owned  by  the  du  Pont  Company  of 
1903.  Through  tbe  du  Pont  International  Company  the  du 
Pont  Company  of  1908  acquired  control  of  the  International 
Smokeless  Powder  &  Chemical  Company  with  its  issued  pre- 
ferred and  common  stock  of  $9,600,000,  which  acquisition 
gave  it  control  of  all  the  trade  in  military  smokeless  and  ord- 
nance smokeless  powders  except  the  part  of  the  trade  due  to 
certain  powders  manufactured  by  the  United  States  gov- 
ernment. 

The  advisory  and  special  committees  of  the  trade  associ- 
ation held  numerous  meetings  between  September  24,  1896, 
and  June  30,  1904.  Eugene  du  Pont  had  been  one  of  the 
members  of  the  advisory  committee  and  had  participated  in 
its  clearly  revealed  policy  of  acquiring  control  of  the  explo- 
sives trade  under  the  trade  association  agreement  of  July  1, 
1896 — ^an  agreement  which,  as  previously  stated,  counsel  for 
the  defendants  have  frankly  conceded  violated  the  Anti-Trust 
act  There  was  no  diminution  of  effort  to  perfect  such  con- 
trol after  Eugene  du  Pout's  death.    On  the  contrary,  after 
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Thomas  Coleman,  Pierre  S.,  and  Alfred  I.  du  Pont  had  come 
mto  the  management  of  the  du  Pont  business,  and  Thomas 
Coleman  du  Pont  had  been  elected  as  the  successor  of  Eugene 
m  the  advisory  committee,  and  become  a  member  of  the  spe- 
cial committee,  the  advisory  and  special  committees,  as  above 
stated,  continued  their  meetings  and  fixed  special  prices  and 
special  rebates  in  multitudes  of  cases  and  apportioned  the 
trade  in  explosives  amongst  the  members  of  the  trade  associ- 
ation. In  a  letter  [145]  from  the  secretary  of  the  special 
committee  to  the  secretary  of  the  advisory  committee,  dated 
as  late  as  June  16,  1904,  it  appears  that  the  former  com- 
mittee recommended  special  prices  for  c^ain  contracts  en- 
tered into  by  one  of  the  du  Pont  companies,  and  by  the  Haz- 
atd,  Laflin  &  Rand,  Oriental,  Ohio,  Birmingham,  Miami, 
Chattanooga,  Phoenix,  and  Indiana  Powder  companies,  with 
varying  allowances  for  rebates  from  the  prices  so  fixed. 
This  policy  of  fixing  prices  in  particular  cases,  affecting  par- 
ticular localities,  was  one  which  the  independent  manufac- 
turers of  explosives  could  not  easily  cope  with.  The  evi- 
dence shows  that  in  October,  1905,  a  committee  of  inde- 
pendent powder  and  dynamite  manufacturers  met  Mr.  Jona- 
than A.  Haskell,  president  of  the  Laflin  &  Rand  Powder 
Company  and  vice  president  of  the  du  Pont  Company  of 
1903,  and  Mr.  Charles  Patterson,  director  of  sales  for  the 
du  Pont  Company  of  1903,  for  a  conference  concerning  the 
low  prices  at  that  time  prevailing.  Mr.  KoUer,  one  of  the 
members  of  the  committee  of  the  independents,  says  that  at 
the  conference  Mr.  Haskell  declared  that  in  the  past  the 
policy  of  the  interests  represented  by  him  had  been  to  buy 
up  plants,  but  that  in  the  future  the  '^  survival  of  the  fittest " 
would  determine  who  should  have  the  trade.  Mr.  Haskell 
admits  that  he  informed  this  committee  that  the  interests 
represented  by  him  had  discontinued  the  practice  of  making 
agreements  to  fix  prices,  and  he  adds  in  his  testimony  that 
the  change  in  policy  was  made  in  1904. 

After  the  incorporation  of  the  du  Pont  Company  of  1903, 
a  sales  board  was  created.  This  board,  composed  of  a  direc- 
tor of  sales  and  assistant  directors,  coexisted  with  the  ad- 
visory and  special  committees  imtil  June  30,  1904,  when  the 
oommitteei  were  superseded  by  the  sales  board,  which  there- 
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after  exercised  the  power  of  fixing  prices  and  policies  for 
the  corporations  that  had,  by  the  methods  ahready  outlined, 
been  brought  together  under  one  corporate  management  In 
July,  1904,  there  was  no  further  need  of  advisory  or  special 
committees,  or  of  the  trade  association  formed  under  the 
agreement  of  July  1, 1896.  All  the  advantagee  of  the  trade 
association  agreement  were  now  much  better  becured  by  the 
series  of  corporate  transmutaticms  that  had  followed  the 
introduction  of  T.  C.  du  Pont  and  Pierre  S.  du  Pont  into 
the  explosives  business.  Between  1902  and  the  commence- 
ment of  this  suit  in  July,  1907,  many  of  the  corporations 
whose  property  and  business  had  been  acquired  by  the  above- 
mentioned  methods  were  dissolved,  and  thereby  the  relations 
of  the  combined  companies  were  simplified  and  the  assur- 
ances of  the  pepetuity  of  their  power  were  increased.  We 
have  verified  the  tabulated  statement  contained  in  the  brief 
for  the  government,  and  we  find  that  in  1907  the  du  Pont 
Company  of  1902,  through  its  subsidiary  corp(»*ation,  con- 
trolled in  the  United  States  of  the  trade  in — 

P«roeiit 

Black  blasting  powder ^ 64 

Saltpeter  blasting  powder —  72 

Dynamite 72 

Black  sporting  powder 73 

Smokeless  sporting  powder 64 

Smokeless  military  and  ordnance  powder,  exclusive  of  what  the 

U.  S.  government  Itself  made 100 

[146]  Certain  exhibits  furnished  by  the  defendants  show 
that  previous  to  September  22,  1907,  the  du  Pont  Company 
of  1903  and  the  Eastern  Dynamite  Company  had  acquired 
control  of  64  different  corporations  which  between  April  80, 
1904,  and  September  22,  1907,  they  caused  to  be  dissolved. 
The  names  of  these  corporations,  with  the  dates  wh^i  they 
were  respectively  dissolved,  are  stated  in  the  margin.*    The 

•  The  following  Is  a  list  of  corporations,  controlled  by  the  da  Pcmt 
Oompanj  of  1908  and  the  Eastern  Dynamite  Company,  with  the  dates 
when  th^  were  dissolved.  The  list  Is  extracted  from  Qoyemment 
Exhibits  891  and  392.  which  the  defendants  prepared: 

Blue  Ridge  Powder  Go Diasolyed  April  30, 1904. 

U.  S.  Dynamite  Co "  "      "     " 

Laflln  Powder  Mfe.  Co **       May    2,   ** 
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petition  of  the  govemmmt  diargee  tiiat  the  poliqjr  of  cc- 
quiring  the  assets  of  other  corporations  and  then  disaolying 

HndsoD  River  Powder  Go Dusolved  June    S,  1904. 

Acme  Powder  Co "  "     30,  " 

Columbia  Powder  Co "  "      "  " 

Dittmar  Powder  A  Chemical  Co "  "      "  " 

Mt.  Wolf  Dynamite  Co "  "      "  " 

Rock  Qlyceiine  Co "  "      "  " 

Sterling  Dynamite  Co "  "      "  " 

Atlantic  Dynamite  Co.  of  N.  J "  "      "  " 

Atlantic  Dynamite  Co.  of  N.Y "  "      "  " 

Hecla  Dynamite  Co "  "      "  " 

Heiciilee  Powder  Co "  "     "  " 

Repauno  Chemical  Co "  "      "  " 

RepaunoM%.Co "  "      "  ** 

Clinton  Dynamite  Co "  July     1,  " 

A.  Kirk  <k  Son  Co "  "      "  " 

RobinaFuaeCo "  «'      "  •• 

Weldy  Dynamite  Co "  "      "  " 

Oliver  Dynamite  Co "  "      "  " 

Monarch  Powder  Co "  Aug.    1,  "    * 

Foicite  Powder  Co.  N.  J "  Jan.     1,1906. 

Fofdte  Powder  Co.  of  N.Y "  "      "  " 

New  York  Powder  Co.  of  N.J "  "      "  " 

Now  York  Powder  Co.  ql  N.Y "  "     "  " 

Electric  Powder  Co "  "     81," 

Joplin  Power  Co "  March  1,  " 

Shenandoah  Powder  Co "  "      "  " 

Brooklyn  Glyc.  M%.  <k  Ref.  Co "  AprU  30,  " 

Pennsylvania  Torpedo  Co "  "      "  ** 

A.  8. 8peecePowderM%.Co "  "      "  " 

QiantM%.Oo '*  June  30,  " 

Standard  Bxp.  Co.,  Limited "  "      "  ** 

MetiopoUtan  Powder  Co "  Sept.  21,  " 

Climax  Powder  MIg.  Co "  "     22,  " 

BxploBiveB  Supply  Co "  "      "  " 

American  Stor.  <k  Deliv.  Co "  "     "  " 

AtianticMlg.Co "  *€     a  u 

Hudflon  River  Wood  Pulp  Mfg.  Co "  *•      "  ** 

National  Torpedo  Co "  "      "  '* 

ProduceiB  Powder  Co "  "      "  " 

Chattanooga  Powder  Co "  "     *'  " 

Lake  Superior  Powder  Co "  "     «  " 

OhioPowderCo "  •«     «  « 

American  Foicite  Powder  M%.  Co **         ^     80,  «« 

HedaPowderOo «         m     u  u 


Digitized  by  VjOOQIC 


868 


1B8  FEDERAL  BEPOBTBiG^  147. 


Opinioa  of  the  Ooart 

them  was  f  <h-  the  purpose  of  establishing  a  monopoly  in  one 
oorporation.  The  du  Pont  Company  of  1902,  the  du  Pont 
Company  of  1908,  Thomas  Coleman  dn  Pont  and  Pierre  S. 
du  Pont  admit,  by  their  joint  and  several  answer,  that  their 
policy  was  eventually  to  vest  absolute  ownership  of  all  the 
plants,  manufactories  and  tangible  property  aoqoired  by  ihe 
methods  above  mentioned  in  one  corporation,  and  then  to 
dissolve  the  subsidiary  corporations.  They  say,  further, 
that  as  soon  as  they  can  legally  do  so  it  is  their  purpose  to 
dissolve  the  Laflin  &  Rand  Powder  Company,  the  Hazard 
Powder  Company,  the  Eastern  Dynamite  Company,  the 
Delaware  Securities  Compuiy,  and  the  Delaware  Invest 
ment  Company.  It  is  perfectly  dear  that  in  1902  the  plan 
was  originated  of  bringing  under  one  corporate  control  as 
many  as  possible  of  the  corporations  engaged  in  the  ex- 
plosives business.  The  achievement  of  the  object  was  the 
easier  because  of  the  [147]  conditions  created  by  the  exist- 
.enoe  from  July  1,  1896  of  the  trade  association  formed  un- 
der the  agreement  of  that  date.  Before  1902  the  plan  was 
to  destroy  competition  and  obtain  a  monopoly  by  the  en- 
forcement of  drastic  provisions  in  trade  agreements,  and 
from  1902  to  1907  it  was  to  achieve  the  same  ends  by  sub- 
stituting corporate  forms  and  powers  for  trade  agreements. 
The  success  of  the  plan  is  evident.    Pierre  S.  du  Pont,  in  his 

Aathracite  Powder  Co Dissolved  Sept.  30, 1905. 

Globe  Powder  Co 

MarceUuB  Powder  Co 

H.  Julius  Smith  Elec.  Fuse  Co 

James  Macbeth  db  Co 

Phoenix  Powder  Mfe.  Co 

Conemaugh  Powder  Co 

Enterprise  High  Explosive  Co 

Schaghtiooke  Powder  Co 

Oalifomia  Vig.  Powder  Co 

Calif omia  Powder  Works 

Western  Torpedo  Co 

OUver  Powder  Co 

Thompson  Torpedo  Co. .  ^ 

S.  I.  duPontCo 

King  Mercantile  Co 

Mahoning  Powder  Co 
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testimimy  given  October  21,  1909,  said  that  the  du  Pont 
Company  of  1903  bad  then  paid  dividends  amounting  to 
$11,000,000  and  had  a  surplus  in  its  treasury  of  $12,000,000 
or  $13,000,000.  It  is  true  that  many  of  tiie  corporations 
brought  into  the  combination  were  not  large.  A  consider- 
able number  of  them,  possibly,  did  little,  if  any,  interstate 
trade.  It  is  not  denied,  however,  that  many  of  them  carried 
on  an  extensive  commerce  am<Hig  the  States.  Indeed,  it  cca- 
dusively  appears  that  it  is  a  common  practice  for  manufac- 
turers of  explosives  to  ship  their  products,  dangerous  and 
expensive  as  the  business  is,  from  State  to  State,  and  for  a 
manufacturer  in  one  part  of  the  country  to  ship  his  prod- 
ucts to,  and  sell  them  in,  other  parts  in  competition  with 
manufacturers  there.  Shipments  by  the  Hazard  Powder 
Company  from  Connecticut  to  Oeorgia  and  Alabama  to 
compete  there  with  the  Chattanooga  and  other  powder  com- 
panies are  examples  of  interstate  trade  disclosed  by  the  evi- 
dence. 

[148]  Summarizing  the  facte  as  to  the  relations  of  the 
28  defendants,  which  are  the  subejct  of  our  present  inquiry, 
we  find  that : 

The  Hazard  Powder  Company  has  issued  10,000  shares, 
all  of  which  are  owned  by  the  du  Pont  Company  of  1903. 

The  Laflin  &  Rand  Powder  Company  has  issued  10,000 
shares,  of  which  at  least  5,524  shares  are  owned  by  the 
Delaware  Securities  Company,  and  almost  the  whole  of  the 
stock  of  the  latter  company  is  owned  by  the  du  Pont  Com- 
pany of  1903. 

The  Eastern  Dynamite  Company  has  issued  20,000  shares, 
of  which  the  majority  is  owned  by  the  Hazard,  the  Laflin  A 
Band,  and  the  du  Pont  Company  of  1903. 

The  Fairmont  Powder  Company  has  issued  750  shares,  of 
which  the  majority  is  owned  by  the  du  Pont  Company  of 
1903. 

The  International  Smc^eless  Powder  &  Chemical  Com- 
pany has  issued  preferred  and  common  stock  to  the  amount 
$9,600,000,  the  majority  of  which,  through  the  du  Pont  In- 
ternational Powder  Company,  is  controlled  by  the  du  Pont 
Company  of  1903. 

^5825°— VOL  4—17 Zi 
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The  Judson  Dynamite  ft  Powder  Company  has  issaed 
80,000  shares  which  are  owned  by  the  California  Investment 
Company.  The  stock  of  this  latter  company  is  owned  by  the 
du  Pont  Company  of  1908. 

The  Delaware  Securities  Company,  created  for  the  acquisi- 
tion of  stock  of  the  Laflin  &  Rand  Powder  Company,  has 
an  authorized  capital  stock  of  80,000  shares,  of  which  a 
majority  is  owned  by  the  du  Pont  Company  of  1908. 

The  Delaware  Investment  Company,  created  for  the  ac- 
quisition of  960  shares  of  the  Moosic  Powder  Company,  has 
an  authorized  capital  stock  of  26,000  shares,  of  which  the 
majority  is  owned  by  the  du  Pont  Company  of  1908. 

The  California  Investment  Company,  created  for  the  ac- 
quisition of  the  stock  of  the  Judson  Dynamite  &  Powder 
Company,  has  an  authorized  capital  stock  of  4,000  srtiares,  a 
majority  of  which  is  owned  by  the  du  Pont  Company  of 
1908. 

E.  I.  du  Pont  de  Nemours  &  Co.  of  Pennsylvania  has  an 
authorized  capital  stock  of  20,000  shares,  the  majority  of 
which  was  issued  for  stocks  in  subsidiary  corporations  in 
Pennsylvania,  and  passed  ultimately  into  the  control  of  the 
dn  Pont  Company  of  1902  and  then  into  the  ccmtrol  of  the 
du  Pont  Company  of  1908. 

The  du  Pont  International  Powder  Company  has  an  au- 
thorized capital  stock  of  $10,000,000,  preferred  and  common, 
a  majority  of  whidi  is  owned  by  the  du  Pont  Company  of 
1908. 

The  du  Pont  Company  of  1908  is  the  owner  of  the  capital 
stocks,  or  a  majority  of  the  capital  stocks,  of  the  on^porations 
above  mentioned. 

The  du  Pont  Company  of  1902  is  the  owner  of  the  capital 
stock  of  the  du  Pont  Company  of  1908,  and  therefore  controls 
all  twelve  of  the  above-mentioned  corporations  as  its  sub- 
sidiaries. 

The  defendants  Thomas  Coleman  du  Pont,  Pierre  S.  du 
Pont^  Alexis  I.  du  Pont,  Alfred  I.  du  Pont,  Eugene  du  Pont, 
Eugene  E.  du  Pont,  Henry  F.  du  Pont,  Irenee  du  Pont,  Fran- 
cis I.  du  Pont,  Victor  du  Pont,  Jr.,  Jonathan  A.  Haskell, 
Arthur  J.  Moxham,  Hamilton  M.  [149]  Barksdale.  and 
Frank  L.  Connable  are  each  directors  of  the  du  Pont  corn- 
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panies  of  1902  and  1908,  or  of  one  of  them.  Thomas  Cole- 
man du  Pont  is  also  president  of  both  of  them.  Edmond  G. 
Buckner  is  an  active  director  of  the  International  Smokeless 
Powder  &  Chemical  Company. 

It  is  dear  that  these  28  defendants  are  associated  in  a  com- 
bination for  carrying  on  interstate  commerce  in  powder  and 
other  explosives. 

3.  We  come,  therefore,  to  the  consideration  of  the  second 
question,  which  is: 

Second.  Is  the  combincMon  which  we  have  found  to  exist 
one  that  is  ohnoxioua  to  the  provisions  of  the  Anti-Tnist  Act? 

The  act  declares  that  every  combination,  in  the  form  of 
a  trust  or  otherwise,  in  restraint  of  trade  or  commerce  among 
the  several  states,  is  illegal,  and  that  it  is  a  crime  for  any 
person  to  monopolize,  or  attempt  to  monopolize,  or  combine 
with  others  to  monopolize,  any  part  of  such  trade  or  com- 
merce. From  early  times  it  has  been  a  rule  of  the  courts 
not  to  construe  a  legislative  act  in  a  literal  manner,  where 
it  is  clear  that  by  such  construction  the  legislative  purpose 
will  be  defeated.  A  statute  whidi  treats  of  ^  deans,  preben- 
daries, parsons,  vicars,  and  others  having  spiritual  promo- 
tion," if  literally  construed  would  apply  to  bishops;  but  by 
the  application  of  the  ^'  rule  of  reason ''  bishops  are  excluded 
from  the  terms  of  such  an  act  because,  being  of  a  higher  order 
than  any  of  the  functionaries  specifically  mentioned;  it  is 
concluded  that  the  legislative  purpose  does  not  extend  to 
bishops.  "  If  an  act  of  Parliament  gives  a  man  power  to  try 
all  causes  that  arise  in  his  manor  of  Dale,  yet  if  a  cause 
should  arise  in  which  he  himself  is  party,  the  act  is  con- 
strued not  to  extend  to  that,  because  it  is  unreasonable  that 
any  man  should  determine  his  own  quarrel,'^  1  Black.  Com. 
91.  In  Holy  Trinity  Church  v.  United  States,  148  U.  S.  457, 
12  Sup.  Ct  611,  36  L.  Ed.  226,  the  Supreme  Court  had  be- 
fore it  the  construction  of  the  act  which  declares  it  to  be — 

'^nnlawfol  for  any  person,  company,  partnership  or  corporation,  in 
any  manner  whatsoever,  to  prepay  the  transportation,  or  in  any  way 
assist  or  encourage  the  importation  or  migration  of  any  alien  or 
aliens,  foreigner  or  foreigners,  into  the  United  States,  its  territories, 
or  die  District  of  Golambia,  onder  contract  or  agreement*  parol  or 
q;»ecial,  eqwess  or  implied*  made  iweylons  to  the  importatftoo  or  mi- 
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gration  of  sach  alien  or  aliens^  foreigner  or  foreignem^  to  perform 
labor  or  aervice  of  any  kind  in  the  United  Statea,  its  territoriea,  or 
the  District  of  CSolnmbia.** 

The  question  was  whether  the  act  was  applicable  to  a  con- 
tract between  Holy  Trinity  Church  and  an  alien,  by  which 
the  alien  agreed  to  remove  from  England  to  New  York  and 
enter  into  the  service  of  the  church  as  its  rector  and  pastor. 
Mr.  Justice  Brewer,  speaking  for  the  court,  said : 

"  It  must  be  conceded  that  the  act  of  the  corporation  is  within  the 
letter  of  this  section,  for  the  relation  of  rector  to  his  church  is  one  of 
seryice,  and  implies  labor  on  the  one  side  with  compensation  on  the 
other.  Not  only  are  the  general  words  'labor'  and  'service'  both 
used,  but  also,  as  it  were  to  guard  against  any  narrow  interpretation 
and  emphasize  a  breadth  of  meaning,  to  them  is  added  '  of  any  kind,' 
and.  further,  as  noticed  by  the  Oircuit  Judge  in  his  opinion,  the 
fifth  section,  which  makes  specific  exceptions,  among  them  profes- 
sional actors,  artists,  lecturers,  singers,  and  domestic  seryants, 
[150]  strengthens  the  idea  that  every  other  kind  of  labor  and  serv- 
ice was  intended  to  be  reached  by  the  first  section.  While  there  is 
great  force  to  this  reasoning,  we  cannot  think  Congress  intended  to 
denounce  with  penalties  a  transaction  like  that  In  the  present  case. 
It  is  a  famUiar  rule  that  a  thing  may  be  within  the  letter  of  the 
statute,  and  yet  not  within  the  statute,  because  not  within  its  spirit, 
nor  within  the  intention  of  its  makers.  This  has  been  often  asserted, 
and  the  reports  are  full  of  cases  illustrating  its  application.  This  is 
not  the  substitution  of  the  will  of  the  Judge  for  that  of  the  legislator, 
for  frequently  words  of  general  meaning  are  used  in  a  statute,  words 
broad  enough  to  include  an  act  in  question,  and  yet  a  consideration  of 
the  whole  legislation,  or  of  the  circumstances  surrounding  its  «iact- 
ment,  or  of  the  absurd  results  which  follow  from  giving  such  broad 
meaning  to  the  words,  makes  it  unreasonable  to  believe  that  the  legis- 
lator intended  to  include  the  particular  act" 

A  number  of  bills  were  introduced  in  the  Fiftieth  Congress 
(in  August  and  September,  1888),  designed  to  make  unlaw- 
ful every  combination  "to  prevent  competition"  and  "to 
prevent  full  and  free  competition"  in  the  sales  of  articles 
transported  from  one  state  to  another.  None  of  them  was 
enacted  into  law.  On  December  4, 1889,  Mr.  Sherman  intro- 
duced into  the  Senate  of  the  Fifty-First  Congress  a  bill 
which  declared  unlawful  every  combination  "  to  prevent  full 
and  free  competition  "  in  such  sales.  After  much  debate  the 
bill  was,  on  Mardi  27,  1890,  referred  to  the  committee  on 
judiciary,  and  on  April  2,  1890,  that  committee  reported  it 


Digitized  by  VjOOQIC 


wnxD  STATES  t;.  mr  font  ds  kemoubs  *  oo.    878 

Opinion  of  the  Oonrt 

back  to  the  Senate  with  an  amendment,  drawn  by  the  late 
Senator  Hoar,  striking  out  all  after  its  enacting  clause  and 
substituting  therefor  the  act  as  we  now  have  it.  As  enacted, 
it  does  not  condemn  every  combination  "  to  prevent  competi- 
tion.'* What  it  condemns  is  every  combination  in  restraint 
of  trade  or  commerce  among  the  several  states,  etc.  When 
the  bill  went  from  the  Senate  to  the  House,  the  latter  body 
amended  it  by  inserting  a  provision  extending  the  scope  of 
the  act  to  all  agreements  entered  into  for  the  purpose  of 
^  preventing  competition  ^  either  in  the  purchase  or  sale  of 
commodities;  but  the  amendment  was  disagreed  to.  While 
there  is  a  '^  general  acquiescence  in  the  doctrine  that  debates 
in  Congress  are  not  appropriate  sources  of  information  from 
which  to  discover  the  meaning  of  the  language  of  a  statute 
passed  by  that  body  "  {United  States  v.  Freight  Association^ 
166  U.  S.  818, 17  Sup.  Ct.  540,  41  L.  Ed.  1007),  that  rule  "  in 
the  nature  of  things  is  not  violated  by  resorting  to  debates  as 
a  means  of  ascertaining  the  environment  at  the  time  of  the 
enactment  of  a  particular  law;  that  is,  the  history  of  the 
period  when  it  was  adopted  ^  {Standard  OH  Co.  v.  United 
States,  221  U.  S.  60,  81  Sup.  Ct  612,  66  L.  Ed.  619,  decided 
May  16,  1911). 

There  is  a  distinction  between  restraint  of  competition  and 
restraint  of  trade.  The  latter  expression  had,  when  the 
Anti-Trust  Act  was  passed,  a  definite  legal  signification.  Not 
every  combination  in  restraint  of  competition  was,  in  a  legal 
sense,  in  restraint  of  trade.  Two  men  in  the  same  town 
engaged  in  the  same  business  as  competitors  may  unite  in  a 
co-partnership,  and  thereafter,  as  between  themselves,  sub- 
stitute co-operation  for  competition.  Their  combination  re- 
strains competition,  and  if  their  town  is  located  near  the  line 
between  two  states,  and  each  has  been  trading  in  both  states, 
their  combination  restrains  competition  in  interstate  trade. 
But  it  does  not  necessarily  follow  that  such  restraint  of  com- 
petition is  a  restraint  of  interstate  [1511  trade  and  com- 
merce. The  determination  of  whether  it  be  so  must  depend 
upon  the  facts  and  circumstances  of  each  individual  case.  It 
is  undoubtedly  the  policy  of  the  statute  that  competitive  con- 
ditions in  interstate  trade  should  be  maintained  wherever 
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their  abolition  would  tend  to  suppress  or  diminish  sach  trftde. 
But  this  being  true  does  not  read  into  the  statute  a  denuncia- 
tion of  all  agreements  that  may  restrain  competition  without 
regard  to  their  purpose  or  direct  effect  to  restrain  '^  trade  or 
commerce  among  the  several  states.''  To  what  extent  the 
Anti-Trust  Act  condemns  combinations  that  restrain  full  and 
free  competition  in  interstate  trade  is  a  question  that  has  been 
much  debated.  For  a  dozen  years,  at  least,  it  has  been  settled 
that  it  does  not  condemn  combinations  which  cmly  indirectly, 
remotely,  or  incidentally  restrain  interstate  trade. 

The  recent  decisions  of  the  Supreme  Court  in  Standard 
OU  Go.  V.  United  States^  and  American  Tobacco  Go.  v. 
United  States,  221  U.  S.  106,  81  Sup.  Ct  682,  66  L,  Ed.  668, 
make  it  quite  dear  that  the  language  of  the  Anti-Trust  Act 
is  not  to  receive  that  literal  construction  which  will  impair 
rather  than  enhance  freedom  of  interstate  commerce.  As 
we  read  those  decisions,  restraint  of  interstate  trade  and 
restraint  of  competition  in  interstate  trade  are  not  inter- 
changeable expressions.  There  may  be,  under  the  Anti- 
Trust  Act,  restraint  of  competition  that  does  not  amount  to 
restraint  of  interstate  trade,  just  as  before  the  passage  of  the 
act  there  might  have  been  restraint  of  competition  that  did 
not  amount  to  a  common-law  restraint  of  trade.  This  fact 
was  plainly  recognized  in  United  States  v.  Joint  Traffic  As- 
sociation, 171  U.  S.  605,  667,  19  Sup.  Ct  25,  31,  43  L.  Ed. 
259,  where  Mr.  Justice  Peckham  said : 

"  We  might  say  that  the  formation  of  corporations  for  business  or 
manufacturing  purposes  has  ney^»  to  our  knowledge,  been  regarded 
in  the  nature  of  a  contract  in  restraint  of  trade  or  commerce.  The 
same  may  be  said  of  the  contract  of  partnership^  It  might  also  be 
difficult  to  show  that  the  appointment  by  two  or  more  producers  of 
the  same  person  to  sell  their  goods  on  commission  was  a  matter  in 
any  degree  in  restraint  of  trade.  We  are  not  aware  that  it  has  ever 
been  claimed  that  a  lease  or  purchase  by  a  farmer,  a  manufacturer, 
or  merchant  of  an  additional  fkrm,  manufactory,  or  shop,  or  the 
withdrawal  from  business  of  any  farmer,  merchant,  or  manufacturer, 
restrained  commerce  or  trade  within  the  legal  definition  of  that  tenn.** 

While  all  this  is  true,  the  recent  decisions  of  the  Supreme 
Court  make  it  equally  clear  that  a  combination  cannot  escape 
the  condemnation  of  the  Anti-Trust  Act  merely  by  the  form 
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it  aasunes  or  by  the  dress  it  wears.  It  matters  not  whether 
the  oombination  be  ^in  the  form  of  a  trust  or  otherwise," 
whether  it  be  in  the  form  of  a  trade  association  or  a  corpora- 
tion, if  it  arbitrarily  uses  its  power  to  force  weaker  com- 
petitors out  of  business,  or  to  coerce  them  into  a  sale  to  or 
union  with  the  combination,  it  puts  a  restraint  upon  inter- 
state commerce,  and  monopolizes,  or  attempts  to  monopolize 
a  part  of  that  commerce,  in  a  sense  that  violates  the  Anti- 
Trust  Act 

4.  The  record  of  the  case  now  before  us  shows  that  from 
1872  to  1902,  a  period  of  30  years,  the  purpose  of  the  trade 
associations  had  been  to  dominate  the  powder  and  explosives 
trade  in  the  United  States,  by  fixing  prices,  not  according  to 
any  law  of  supply  and  demand,  for  they  arbitrarily  limited  the 
output  of  each  member,  but  according  to  [152]  the  will  of 
their  managers.  It  appears,  further,  that  although  these 
associations  were  not  always  strong  enough  to  control  abso- 
lutely the  prices  of  explosives,  their  purpose  to  do  so  was 
never  abandoned.  Under  the  last  of  the  trade  association 
agreements — ^the  one  dated  July  1,  1896,  and  which  was  in 
force  until  June  30,  1904 — ^the  control  of  the  combination 
was  firmer  than  it  had  before  been.  Succeeding  the  death 
of  Eugene  du  Pont  in  January,  1902,  and  the  advent  of 
Thomas  Coleman  du  Pont  and  Pierre  S.  Du  Pont,  the  at- 
tempt was  made  to  continue  the  restraint  upon  interstate 
commerce  and  the  monopoly  then  existing  by  vesting,  in  a 
few  corporations,  the  title  to  the  assets  of  all  the  corporations 
affiliated  with  the  trade  association,  then  dissolving  the  cor- 
porations whose  assets  had  been  so  acquired,  and  binding 
the  few  corporations  owning  the  operating  plants  in  one 
holding  company,  which  should  be  able  to  prescribe  policiee 
and  control  the  business  of  all  the  subsidiaries  without  the 
uncertainties  attendant  upon  a  combination  in  the  nature 
of  a  trade  association.  That  attempt  resulted  in  complete 
success. 

Much  the  larger  part  of  the  trade  in  black  and  smokeless 
powder  and  dynamite  in  the  United  States  is  now  under  the 
control  of  the  combination  supported  by  the  28  defendant^ 
above  named.    That  oombination  is  the  successor  of  the  com^ 
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bination  in  existenoe  from  1896  to  June  SO,  19M.  It  is  a 
significant  fact  that  the  trade  association,  organized  under 
the  agreement  of  July  1,  1896,  was  not  dissolved  until  June 
30,  1904.  It  had  been  utilized  until  that  date  by  Thomas 
Coleman  du  Pont,  Pierre  S.  du  Pont,  and  Alfred  I.  du  Pont 
in  suppressing  competition  and  thereby  building  up  a 
monopoly.  Between  February,  1902,  and  June,  1904,  the 
combination  had  been  so  completely  transmuted  into  a  cor- 
porate form  that  the  trade  association  was  no  longer  neces- 
sary. Consequently  the  trade  association  was  dissolved,  and 
the  process  of  dissolving  the  corporations  whose  capital 
stocks  had  been  acquired,  and  concentrating  their  physical 
assets  in  one  great  corporation,  was  begun.  Before  the  plan 
had  been  fully  carried  out  this  suit  was  commenced.  The 
proofs  satisfy  us  that  the  present  form  of  the  combination 
is  no  less  obnoxious  to  the  law  than  was  the  combination 
under  the  trade  association  agreement^  which  was  dissolved 
on  June  30,  1904.  The  28  defendants  are  associated  in  a 
combination  which,  whether  the  individual  defendants  were 
aware  of  the  fact  or  not,  has  violated  and  still  plans  to  vio- 
late both  section  1  and  section  2  of  the  anti-trust  act.  We 
conclude  that  it  is  our  plain  duty  to  grant  such  a  decree  as 
will  prevent  and  restrain  further  violations  of  the  act. 

6.  Third.  The  third  and  last  question  therefore  is:  What 
shdU  he  the  nature  of  the  decreet 

It  must  be  one  of  dismissal  of  the  petition  as  to  all  of  the 
defendants  except  the  28  who  are  found  to  be  interested  in 
and  supporters  of  the  unlawful  combination. 

It  is  contended  by  counsel  for  the  defendants  that  there 
can  be  no  decree  against  the  28  defendants,  for  the  reason 
that  the  title  to  the  property  held  by  the  defendant  corpora- 
tions cannot  be  impaired  by  any  decree  of  this  court  "  The 
most  that  the  govenmient  in  any  event  can  claim,''  say  the 
counsel,  ^'  is  that  prior  to  the  organization  of  the  [168]  pres- 
ent defendant  companies  there  did  exist  contracts  and  com- 
binations in  restraint  of  trade,  and  possibly  a  monopoly  of 
the  explosives  industry  in  the  United  States,  and  that  sudi 
combinations  and  monopoly  were  participated  in  by  some 
of  the  corporati<HU3  which  were  later  purchased  by  the  present 
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defendants,  and  possibly  that  some  of  the  properties  that 
were  owned  by  the  corporations  that  were  purchased  by  the 
present  defendants  had  been  acquired  by  such  corporations 
as  a  result  of  such  combinations  and  monopoly.  ♦  ♦  * 
Even  so,  the  corporations  had  title  to  such  properties,  and  if 
such  combinations  and  monopolies  no  longer  exist  the  title 
to  such  property  must  be  good  in  subsequent  purchasers 
thereof.'*  To  support  this  argument  Brooks  v.  MarUnj  2 
Wall.  71, 17  L.  Ed.  782,  and  other  cases,  are  referred  to. 

But  we  have  found  that  the  corporations  organized  after 
the  advent  into  the  ezplosiyes  business  of  Thomas  Coleman 
du  Pont  and  Pierre  S.  du  Pont  are  a  part  of  an  existing 
combination  in  restraint  of  interstate  trade.  The  du  Pont 
Company  of  1902  co-operated  with  the  advisory  and  special 
committees  of  the  trade  association  from  April  2,  1902,  t(» 
June  80,  1904,  in  fixing  prices,  apportioning  trade  amongst 
the  members  of  the  association,  allowing  rebates,  and  forcing 
competitors  to  submit  to  their  rule.  The  du  Pont  Company 
of  1908  was  created  to  aid  the  combination  in  concentrating 
its  power  and  fastening  its  hold  on  the  monopoly  which  it 
had  sedulously  built  up,  and  which  brought  to  its  members 
in  the  short  period  of  six  years  the  enormous  profit  of 
$11,000,000  in  dividends  and  $12,000,000  or  $13,000,000  in  its 
surplus  account  We  do  not  propose  by  our  decree  to  deal 
with  titles  to  property.  Our  power  is  defined  in  the  fourth 
section  of  the  Anti-Trust  act  That  section  invests  us  '^  with 
jurisdiction  to  prevent  and  restrain  violations''  of  the  act 
The  same  section  provides  that  the  petiti(Mi  may  contain  a 
prayer  that  the  violation  of  law  therein  alleged  ^'  shall  be 
enjoined  or  otherwise  prohibited."  It  is  our  purpase,  as  it 
is  our  duty,  to  exert  the  power  thus  conferred  on  us  to  the 
extent  necessary  to  "prevent  and  restrain"  further  viola- 
tions of  the  act  In  other  words,  the  relief  we  can  give  in 
this  proceeding  is  preventive  and  injunctive  only.  If  our 
decree,  limited  to  that  purpose,  shall  necessitate  a  discon- 
tinuance of  present  business  methods,  it  is  only  because  those 
methods  are  illegal.  The  incidental  results  of  a  sweeping 
injunction  may  be  serious  to  the  parties  immediately  con- 
cerned; but,  in  carrying  out  the  command  of  the  statute, 
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whidi  18  as  obligatory  upon  this  eoort  as  it  is  upon  the 
parties  to  this  suit^  such  results  should  uot  stay  our  hanoL 
They  should  only  challenge  our  care  that  our  decree  be  no 
more  drastic  than  the  facts  of  the  case  and  the  law  demand. 
The  dissolution  of  more  than  60  corporations  since  the  ad- 
vent of  the  new  management  in  19(^9  and  the  ccmsequent 
impossibility  of  restoring  original  conditions  in  the  ex- 
plosives trade,  narrows  the  field  of  operation  of  any  decree 
we  may  make.  It  should  not  make  the  decree  any  the  lees 
effective,  however.  In  the  Standard  OH  oaae  Mr.  Chief 
Justice  White  said : 

"  It  may  be  conceded  that  ordinarily,  where  it  was  f onnd  that  acts 
had  been  done  in  violation  of  the  statate  adequate  measure  of  r^ef 
would  result  from  restraining  the  doing  of  such  acts  in  the  future. 
BuAti  T.  VnUed  States,  [164]  196  U.  S.  875,  25  Sup.  Ct  276,  49  L.  Bd. 
51S.  But  in  a  case  like  this,  where  the  condition  which  has  been 
brought  about  in  violation  of  the  statute,  in  and  of  itsdt  is  not  only 
a  continued  attempt  to  monopolise^  but  also  a  monopolisation,  the 
duty  to  enforce  the  statute  requires  the  appUcation  of  broader  and 
more  controlling  remedies.  As  penalties  which  are  not  authorized  by 
law  may  not  be  inflicted  by  judicial  authority,  it  follows  that  to  meet 
the  situation  with  which  we  are  confronted  the  application  of  reme- 
dies twofold  in  character  becomes  essential:  (1)  To  forbid  the  doing 
in  the  future  of  acts  like  those  which  we  have  found  to  have  been 
done  in  the  past  which  would  be  violative  of  the  statute;  (2)  the 
exertion  of  such  measure  of  relief  as  will  effectually  dissolve  the  com- 
bination found  to  exist  in  violation  of  the  statute,  and  thus  neutralise 
the  extension  and  continually  operating  force  which  the  possession  of 
the  power  unlawfully  obtained  has  brought  and  will  continue  to  bring 
about" 

Both  of  these  remedies  are  as  clearly  demanded  in  the  pres- 
ent case  as  they  were  in  the  Standard  OH  ease.  The  existing 
combination  in  the  explosives  trade  is  one  in  restraint  of  in- 
terstate commerce.  Its  sales  board  fixes  prices  and  exercises 
powers  which  Mr.  Haskell,  its  chairman,  admits  are  even 
more  extended  in  their  scope  than  were  the  powers  of  the  ad- 
visory and  special  committees  which  the  sales  board  super- 
seded on  Jane  80,  1904,  after  co-operating  with  them  from 
July,  1903.  It  has  also  attempted  to  monopolize  and  is  at- 
tempting to  monopolize,  and  has  monopolized,  and  is  now  in 
the  possession  of  a  monopoly  of,  a  large  part  of  the  explo- 
sives trade  in  the  United  States.    Our  decree  must  theriefore 
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be  one  whidi  will  forbid  future  acts  yiolatiTS  of  the  law  and 
compel  a  dissolution  of  the  combination  existing  in  violatifxi 
of  the  law.  To  stop  the  business  of  the  combination  imme- 
diately,  however,  mi^t  be  attended  with  very  disastrous 
consequences.  Tlie  defendants,  or  some  of  them,  for  example, 
fumi^  military  and  ordnance  powders  to  the  United  States 
government  We  understand^  also,  that  they  furnish  explo- 
sives used  in  the  construction  of  the  Panama  CanaL  Their 
ability  to  continue  so  to  do  should  not  be  destroyed  before 
the  expirati<m  ol  a  reasonable  time  for  adjusting  their  busi- 
ness to  the  changed  conditions.  In  the  Standard  OU  and 
Amencoik  Tobaoeo  caaee  six  months  were  allowed  for  making 
the  changes  necessitated  by  the  decrees  entered  thftrein. 
What  time  should  be  allowed  in  the  case  now  in  hand,  and 
what  other  details  should  be  embodied  in  the  iSnal  decree, 
we  cannot  now  determine. 

The  present  decree  will  therefore  be  interlocutory.  It  will 
adjudge  that  the  28  defendants  are  maintaining  a  combina- 
tion in  restraint  of  interstate  commerce  in  powder  and  other 
explosives  in  violation  of  secticm  1  of  the  Anti-Trust  Act, 
that  they  have  attempted  to  monopolize  and  have  monopo- 
lized a  part  of  such  commerce  in  violation  of  section  2  of  that 
act,  that  they  shall  be  enjoined  from  continmng  said  com- 
binati<m,  and  that  the  combination  shall  be  dissolved.  The 
interlocutoiy  decree  will  further  adjudge  that  this  court,  in 
order  to  obtain  such  further  information  as  shall  enable  it  to 
frame  a  final  decree  which  shall  give  effective  force  to  its 
adjudication,  will  hear  the  petitioner  and  the  defendants  on 
the  16th  day  of  October  next  as  to  the  nature  of  the  injunc- 
tion which  shall  be  granted  her^  and  as  to  any  plan  for 
dissolving  said  combination  which  shall  be  submitted  by  the 
petitioner  and  the  defendants,  or  any  of  them,  to  the  end  that 
this  court  may  ascertain  and  determine  upon  a  plan  or 
method  for  such  dissolution  [1551  which  will  not  deprive 
the  defendants  of  the  opportunity  to  re-create,  out  of  the 
elements  now  composing  said  combination,  a  new  condition 
whidi  shall  be  honestly  in  harmony  with  and  not  repugnant 
to  the  law.  The  interlocutory  decree  will  further  adjudge 
that  both  parties  shall  have  leave  to  take  such  additicmal 
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proo£i  88  they  may  deem  proper  to  be  used  at  the  hearing 
aforesaid*  It  is  not  to  be  inferred,  however,  that  this  court 
will  sanction  or  supervise  any  new  condition  that  defendants 
may  re-create,  or  perform  any  other  act  which  shall  be  merely 
administrative  in  its  nature.  Hayhum^s  case^  2  DalL  409,  1 
L.  Ed.  436;  United  States  v.  Ferreira,  18  How.  40, 14  L.  Ed. 
42;  Gordon  v.  United  States^  117  U.  S.  702,  appendix. 

6.  We  have  not  overlooked  the  motion  of  the  defendants  to 
dismiss  the  petition  for  want  of  necessary  parties.  li  ap- 
pears that  certain  of  the  defendant  corporations  have  out- 
standing bonds  secured  by  mortgages  or  trust  deeds,  held  by 
trust  ocHupanies  who  are  not  defendants.  As  already  stated, 
this  suit  is  not  designed,  primarily,  to  deal  with  or  dispose 
of  property  rights.  We  see  no  reason  for  bringing  in  mort- 
gage or  otJier  creditors.  If,  hereafter,  it  becomes  necessary 
to  safeguard  their  rights,  appropriate  action  can  then  be 
taken. 

£NTERI/X?OIORT  DSCBXIL 

This  cause  coming  on  to  be  heard  before  the  three  (Sreuit 
Judges  of  the  Third  judicial  circuit  in  the  Circuit  Court  of 
the  United  States  for  the  District  of  Delaware,  under  tiie 
provisions  of  the  eiqpediting  act  of  February  11,  190&,  in 
the  presence  of  George  W.  Wickersham,  Attorney  General  of 
the  United  States,  William  S.  Kenyon,  assistant  to  said 
Attorney  General,  and  James  Scarlet  and  William  A.  Glas- 
gow, Jr.,  special  asssitants  to  said  Attorney  Greneral,  and 
Frederic  UUmann  for  the  defendants  the  American  Powder 
Mills,  the  Miami  Powder  Company,  and  the  ^tna  Powder 
Company,  M.  B.  &  H.  H.  Johnson,  for  the  defendant  the 
Austin  Powder  Company,  Frederick  Seymour,  for  the  de- 
fendant the  Equitable  Powder  Manufacturing  Company, 
David  T.  Marvel  and  David  T.  Watson,  for  the  defendant 
Henry  A«  du  Pont,  Burton  B.  Tuttle,  for  the  defendant  the 
King  Powder  Company,  and  John  C.  Spooner,  James  M, 
Townsend,  George  S.  Graham,  William  S.  HiUes,  and  Wil- 
liam H.  Button,  for  the  remaining  defendantB,  and  the  court 
having  read  the  pleadings  and  proofs  and  heard  the  argu* 
ment  of  counsel,  and  duly  considered  the  same;  and  it  appear- 
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ing  to  the  court  that  the  petitions,  the  United  States  of 
America,  is  entitled  to  the  relief  hereinafter  mentioned: 

It  is  thereupon,  on  this  2l6t  day  of  June,  A.  D.  1911, 
ordered,  adjudged,  and  decreed,  and  this  court,  by  virtue  of 
the  power  and  authority  duly  conferred  on  it  by  law,  does 
hereby  order,  adjudge,  and  decree  as  follows,  to  wit: 

1.  That  the  petition  be  dismissed  as  to  the  following  de- 
fendants, namely:  ^tna  Powder  Company,  Miami  Powder 
Company,  American  Powder  Mills,  Equitable  Powder  Manu- 
facturing Company,  Austin  Powder  Company,  King  Powder 
Company,  Anthony  Powder  Company,  Limited,  American 
E.  C.  &  Schultze  Gunpowder  [166]  Company,  Peyton  Chem- 
ical Company,  Henry  A.  du  Pont,  Henry  F.  Baldwin, 
California  Powder  Works,  Conemaugh  Powder  Company, 
Metropolitan  Powder  Company,  and  E«  I.  du  Pcmt  Company 
of  August  1, 1903. 

2.  That  the  remaining  28  defendants,  namely.  Hazard 
Powder  Company,  Laflin  &  Band  Powder  Company,  East- 
ern Dynamite  Company,  Fairmont  Powder  Company,  Inter- 
national Smokeless  Powder  &  Chemical  Company,  Judson 
Dynamite  &  Powder  Company,  Delaware  Securities  Com- 
pany, Delaware  Inyestment  Company,  California  Invest- 
ment Company,  E.  I.  du  Pont  de  Nemours  &  Co.  of  Pennsyl- 
vania, du  Pont  International  Powder  Company,  E.  L  du 
Pont  de  Nemours  Powder  Company,  E.  I.  du  Pont  de 
Nemours  &  Co.,  Thomas  Coleman  du  Pont,  Pierre  S.  du 
Pont,  Alexis  I.  du  Pont,  Alfred  I.  du  Pont,  Eugene  du 
Pont,  Eugene  E.  du  Pont,  Henry  F.  du  Pont,  Irenee  du 
Pont,  Francis  L  du  Pont,  Victor  du  Pont,  Jr.,  Jonathan  A. 
Haskell,  Arthur  J.  Moxham,  Hamilton  M.  Barksdale,  Ed- 
mond  G.  Buckner,  and  Frank  L.  Connable,  are  maintaining 
a  combination  in  restraint  of  interstate  commerce  in  powder 
and  other  explosives  in  violation  of  section  1  of  the  act  en- 
titled ^An  act  to  protect  trade  and  commerce  against  imlaw- 
ful  restraints  and  monopolies,"  approved  July  2,  1890,  that 
they  have  attempted  to  monopolize  and  have  monopolized  a 
part  of  such  commerce  in  violation  of  section  2  of  that  act, 
that  they  shall  be  enjoined  from  continuing  said  combination, 
and  that  the  combination  shall  be  dissolved. 
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8.  Tliat  diis  court,  in  order  to  obtain  sadi  farther  informa- 
tion  as  shall  enable  it  to  frame  a  final  decree  which  shall 
give  effective  force  to  its  adjudication,  will  hear  tiie  peti- 
tioner and  the  defendants  on  the  16th  day  of  October  next 
as  to  the  nature  of  the  injunction  which  shall  be  granted 
herein  and  as  to  any  plan  for  dissolving  said  combination 
whidh  shall  be  submitted  by  the  petitioner  and  the  defend- 
ants, or  any  of  them,  to  the  end  that  this  court  may  ascer- 
tain and  determine  upon  a  plan  or  method  for  sudi  dissolu- 
tion which  will  not  deprive  the  defendants  of  the  oppor- 
tunity to  re-create,  out  of  the  elements  now  composing  said 
combination,  a  new  condition  whidi  shall  be  honestly  in 
harmony  with  and  not  repugnant  to  the  law. 

4.  That  both  parties  have  leave  to  take  such  additional 
proofs  as  tiiey  may  deem  proper  to  be  used  at  the  hearing 
aforesaid. 

5.  That,  until  the  entry  of  final  decree  herein,  said  28 
defendants  hereinabove  last  named  are,  and  each  of  them  is, 
and  the  agents  and  servants  of  them  are  jointly  and  severally 
hereby  enjoined  from  doing  any  acts  or  act  which  shall  in 
any  wise  further  extend  or  enlarge  the  field  of  operations 
or  tiie  power  of  the  aforesaid  combination. 

(Signed)  Gso.  Gbat, 

Jos.   BtTTFIKCFIOir, 

W.  M.  Lanntwo, 
Circuit  Judges  of  the  Third  Judicial  OireuU. 


[686]   UNION  CASTLE  MAIL  &  S.  Co.,  LIMITED, 
ET  AL.  V.  THOMSEN  ETAL. 

(Circuit  Oourt  of  Appeals,  Second  Glrealt    luly  26, 1911.) 
[190  Fed.  Bep.,  686.] 

ArPEAL  AND  Bbiob  (f  1177) — ^Revkbsal — ^DisKMnnoH  ov  Gaubi. — 
Where  counsel  in  the  trial  of  a  cause  and  the  court  In  its  duirge 
to  the  jury  proceeded  on  an  erroneous  construction  of  the  statute 
on  which  the  action  was  based,  an  appellate  court  will  not  under- 
take to  determine  the  case  on  the  efvidence  in  the  record,  but  will 
remand  for  a  new  trial. 

[Ed.  Note. — Tot  other  cases,  see  Appeal  and  Brror,  Qeat  Dig. 
If  4697-4620;  Dec.  Dig.  f  1177.] 
Ooze,  Gireolt  Judges  dissenting. 
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In  error  to  the  Circuit  Court  of  the  United  States  for  the 
Southern  District  of  New  Torfc 

Action  at  law  by  Hugo  Alberto  Thomsen  and  others 
against  the  Union  Castle  Mail  Steamship  Company,  Lim- 
ited, and  others.  Judgment  for  plaintiffs,  and  defendants 
bring  error.    Beversed. 

Writ  of  error  to  review  a  judgment  of  the  Circuit  Court, 
Southern  District  of  New  York,  in  favor  of  the  defendants 
in  error,  who  were  plaintiffs  below,  in  an  action  for  the  re- 
covery of  treble  damages  under  the  Federal  Anti-Trust 
Statute.  The  case  was  before  this  court  before  (166  Fed. 
251)  upon  a  writ  of  error  sued  out  by  the  plaintiffs  because 
their  complaint  was  dismissed. 

«/.  Parker  KvrUn  and  Thomas  Thacher^  for  plaintiffs  in 
error. 

LarenBO  UUo^  for  defendants  in  error. 

Before  Laoombe,  Coxe,  and  Notes,  Circuit  Judges. 

Notes,  Circuit  Judga 

When  this  case  was  in  this  court  before  we  said,  upon  the 
authority  of  the  decisions  of  the  Supreme  Court  as  we  then 
interpreted  Ihem,  that  whether  the  restraint  of  trade  imposed 
by  the  combination  in  question  was  reasonable  or  unreason- 
able was  immaterial.  It  is  also  apparent  from  the  record 
that  the  Circuit  Court  upon  the  second  trial  in  holding  as  a 
matter  of  law  that  the  combination  shown  was  in  viola- 
tion of  the  statute,  acted  upon  the  same  view  of  the  law. 

In  the  light  of  the  recent  decisions  of  the  Supreme  Court 
in  the  Standard  OU  (221  U.  S.  1,  81  Sup.  Ct  602,  56  L. 
Ed.  619)  and  Tobacco  (221  U.  S.  106,  31  Sup.  Ct  682,  66 
L.  Ed.  668)  cases^  the  construction  so  placed  upon  the  statute 
by  this  court  and  the  Circuit  Court  must  be  regarded  as 
erroneous  and  a  new  trial  must  be  granted  unless  the  con- 
tentions of  the  parties  are  correct  that,  upon  the  facts  shown, 
this  court  can  now  determine  the  legality  of  the  combina- 
tion. 
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It  18}  howeyer,  on  the  oDfi  hand,  impooaibk  for  xm  to  hold 
as  a  matter  of  law  that  the  aete  of  the  defendants  as  dis- 
closed upon  the  present  record  amount  to  a  combination 
in  nnreasonable  restraint  of  trade.  And,  on  the  other  hand, 
we  think  that  it  wonld  be  ondnly  prejudicial  to  the  plaintiffs 
to  reverse  the  judgment  witii  instructions  to  dinnias  H^b 
complaint.  The  plaintiffs  presented  their  case  in  view  of 
the  dedsicm  [637]  of  this  court  that  the  reasonabieness  of 
the  restraint  imposed  was  immaterial  and  it  would  be  most 
unjust  to  dianiss  the  complaint  because  their  proof  <fid  not 
conform  to  ano&er  standard.  Upon  another  trial  ttie  plain- 
tiffs may  be  able  to  produce  additional  testhnoi^  tending  to 
make  out  a  case  within  the  Supreme  Court  dedsicxis  re- 
ferred to. 

The  judgment  of  the  Circait  Court  is  reversed  and  a  new 
trial  ordered. 

Cozs,  Circuit  Judge  (dissenting). 

I  am  unable  to  agree  with  the  majority.  Cotrrts  are  or- 
ganized to  reach  results  witiiin  a  reasonable  time.  This 
action  was  begun  eight  years  ago,  it  has  been  tried  twice,  the 
last  trial  occupying  five  days;  it  has  been  argued  twice  in 
this  court  In  su<^  circumstances  it  is  obvious  that  the  labor 
of  so  many  years  should  not  be  set  at  naught  unless  manifest 
error  compels  it. 

The  sole  reason  assigned  for  reversal  is  that  this  court 
stated  in  its  former  opinion,  what  was  unquestionably  the 
law  at  that  time,  that  where  it  was  shown  that  a  contract, 
combination  or  ccmspiracy  actually  restrained  trade  or  com- 
merce, it  was  inmiaterial  whether  such  restraint  was  reason- 
able or  unreasonable.  It  is  asserted  that  the  trial  judge 
followed  this  view  of  the  law  in  holding  that  the  combina- 
tion in  question  was  in  violation  of  the  statute  and  that  hie 
ruling  in  this  regard  was  error.  I  am  unable  to  diseover 
the  ruling,  exception  or  assignment  of  error  which  supports 
this  contention  or  presents  this  question.  As  the  evidence  of 
the  unlawful  conspiracy  is  in  writing,  there  was  no  contro- 
verted fact  regarding  its  terms.  Clearly  it  was  the  duty  of 
the  court  and  not  of  the  jury  to  construe  this  uncontradicted 
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evidcnoe.  The  only  question  of  fact  which  it  was  necessary 
to  detennine,  in  order  properly  to  interpret  the  agreement 
between  the  carriers,  was  submitted  to  the  jury  witii  clear 
and  careful  instructions.   The  judge  charged  as  follows: 

**  Now  the  right  of  recoyery  herein  depends  upon  whether  the  rate 
charged  the  plaintiffs  was  reasonable  or  unreasonable,  and  if  it  was 
unreasonable,  all  the  defendants,  by  their  unlawful  combination  In 
restraint  of  trade,  coerce  or  compel  the  plaintiffs  to  pay  a  rate  greater 
than  a  reasonable  rate,  simply  to  effectuate  the  primary  purpose  of 
the  combination,  namely,  to  prevent  competition  in  the  transportation 
of  merchandise.  *  *  *  Now,  gentlemen,  notwithstanding  the  fact 
that  I  haye  stated  to  you  as  matter  of  law  that  this  was  a  combina- 
tion forbidden  by  the  Sherman  Act,  the  question  submitted  to  you 
is  whether  the  rate  was  reasonable  or  unreasonable,  and  that  is  a 
question  to  be  determined  by  you,  and  it  is  for  you  to  say  whether  the 
10  per  cent  was  charged  to  coerce  the  plaintiffs  to  patronize  the  same 
ships  or  not  ♦  ♦  •  If,  in  your  judgment,  the  rate  charged  by  these 
lines  during  this  period  of  time  was  not  excessive,  if  it  was  reasonable 
and  just,  in  view  of  the  conditions  and  circumstances  to  which  I  will 
refer  hereafter,  then  that  ends  the  case,  and  you  will  pay  no  further 
attention  to  any  of  the  questions  here  involved,  for  in  that  event,  your 
verdict  will  be  for  the  defendants/' 

There  is  much  more  to  the  same  effect  but  the  foregoing  is 
sufficient. 

The  language  of  the  court  seems  almost  prophetic  of  the 
rule  of  the  recent  decisions  of  the  Supreme  Court.  If  the 
Standard  Oil  and  Tobacco  decisions  had  been  before  him 
while  delivering  the  charge,  it  is  not  easy  to  see  how  the 
judge  could  have  followed  them  more  accurately.  We  have, 
then,  a  combination  which  the  jury  has  found  restrained 
trade  by  the  imposition  of  excessive  and  unreasonable 
charges.  In  other  words,  a  combination  forbidden  by  the 
law,  whether  the  "  rule  of  [688]  reason  "  be  or  be  not  ap- 
plied. No  one  pretends  that  any  new  facts  will  be  presented 
at  a  new  trial.  Should  one  be  ordered,  the  case  will  appear 
for  a  third  time  in  this  court  upon  the  same  facts  and  we 
will  then  have  to  render  a  decision  which  should,  in  my  judg- 
ment, be  rendered  now. 

In  its  last  analysis,  the  question,  whether  the  agreement  in 
controversy  is  within  the  prohibition  of  the  Sherman  Act 
(Act  July  2, 1890,  c.  647,  26  Stat  209  [U.  8.  Comp.  St.  1901, 
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p.  8200]  ) ,  is  one  of  law  for  the  court  and  should  be  answered 
without  further  delay.  The  alleged  error  considered  by  the 
majority  is  not  presented  by  the  record  but,  even  if  it  were, 
the  question  is  one  of  law  which  should  be  disposed  of  by 
the  court  on  the  present  record. 


[681]  STEELE  v.  UNITED  FRUIT  CO.  ET  AL. 

(Circuit  Ck)urt,  B.  D.  Louisiana.    June  12, 1911.) 
[100  Fed.  Bep.,  SSI.] 

MoNOFOLiBS  (S  24) — ^Acquisition  of  Control  of  Compkiing  Cobpora- 
TioNS — FoBBioN  GoMMEBox. — Evideuce  held  to  warrant  findings  that 
defendant  fruit  company,  engaged  in  foreign  commerce,  acquired  a 
controlling  interest  in  a  competing  steamship  corporation  to  control 
its  operation,  prevent  competition  and  the  increase  of  its  business 
by  the  addition  of  new  capital*  and  that  a  subsequent  sale  of  such 
stock  to  individuals  was  formal  only,  and  not  intended  in  good  faith 
to  divest  the  fruit  company  of  its  control,  authorizing  an  injunction 
restraining  it  or  the  purchasers  f^om  voting  the  stock  in  the  fruit 
company's  Interest 

[Bd.  Note. — ^For  other  cases,  see  Monopolies,  Cent  Dig.  f  17;  Dec 
Dig.  I  24] 

MoNOPOLiss  (§  21) — PuBOHASB  OF  STOCK — Vauditt. — Purchase  by 
one  corporation  engaged  in  foreign  commerce  of  a  controlling  in- 
terest in  the  stock  of  a  competing  company  similarly  engaged,  for 
the  purpose  of  eliminating  competition,  though  Invalid  in  so  far  as 
the  right  to  vote  the  stock  is  concerned,  does  not  invalidate  the  stock 
so  as  to  preclude  the  purchasing  company  from  transferring  the 
same  to  another  in  good  faith,  and  conferring  the  right  to  vote  the 
stock  so  transferred  on  the  purchaser  in  case  the  transfer  is  with- 
out suspicion  of  retained  control,  and  the  purchaser  is  not  other- 
wise prohibited  by  law  from  voting  the  stock. 

[Bd.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  §  2L 
Bights  and  liabilities  of  parties  contracting  with  trusts  or  combi- 
nations in  restraint  of  trade,  see  note  to  Chicago  Wall  Paper  Mills 
V.  General  Paper  Co.,  78  C.  Q  A.  612.] 

In  Equity.  Bill  by  Frederick  M.  Steele  against  the  United 
Fruit  Company  and  others.  On  exceptions  to  the  report  of 
the  master.    Overruled. 
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E.  D.  Owetij  W.  L,  Hughes^  and  Roum^  Onmt  and  Onm^ 
for  oomplamont. 

Howe^  Fennety  Spencer  and  Oocke^  for  United  Fruit 
Company. 

Dufcur  and  Duf&uft^  for  Charles  and  Jaoob  Weinberger. 

Farrar^  Jonae^  Ooldsboratigh  and  Goldberg^  for  Bluefields 
Steamship  Ccmipany. 

Foster,  District  Judge. 

On  December  8,  1909,  Frederick  M.  Steele,  a  stockholder 
of  ihe  Bluefields  Steamship  Company,  filed  his  bill  against 
the  United  Fruit  Company,  against  Andrew  W.  Preston, 
Minor  C.  Keith,  and  Bradley  W.  Palmer,  its  president,  vice 
president,  and  secretary,  respectively,  against  Crawford  H. 
Ellis,  its  agent  in  New  Orleans,  against  the  president  and 
other  officers  of  the  Bluefields  Steamship  Company,  and 
against  Charles  and  Jacob  Weinberger.  The  bill  is  yolumi- 
nous,  and  sets  up  generally  that  the  United  Fruit  Company 
is  an  unlawful  combination;  that,  having  acquired  the  ma- 
jority of  the  stock  of  the  Bluefields  Steamship  Company,  it 
had  thereby  controlled  it  for  the  purpose  of  suppressing 
competition  with  itself  and  to  create  a  monopoly,  in  viola- 
tion of  the  laws  of  [682]  Louisiana  and  of  the  United  States; 
that  the  United  Fruit  Company  had  no  capacity  to  take 
title  to,  nor  right  to  hold  and  vote,  the  stock  of  the  Blue- 
fields  Company;  that  it  had  assigned  all  of  its  stock  to 
Charles  and  Jacob  Weinberger,  one-half  to  each,  and  that 
the  assignment  was  fraudulent  and  a  sham  and  was  only  to 
enable  the  Weinbergers  to  vote  the  stock  in  the  interest  of  the 
United  Fruit  Company  and  according  to  its  instructions,  for 
the  purpose  of  continuing  its  control  of  the  Bluefields  Steam- 
ship Company.  The  biQ  also  sets  out  a  number  of  q>ecific 
acts,  violative  of  the  neutrality  laws  of  the  United  States, 
alleging  the  same  to  be  intentionally  and  fraudulently  done 
on  the  part  of  the  officers  of  the  Bhiefifllds  Company  at  the 
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instance  of  the  United  Fruit  Ciompany,  for  the  purpose  of 
causing  the  Bluefields  Company  to  lose  a  valuable  ooncee- 
sion  in  Nicaragua,  to  wit,  the  right  to  exclusive  navigation  of 
the  Escondido  river.  The  bill  also  charges  fraudulent  mis- 
management generally  against  the  officers  of  the  Bluefields 
Company,  at  the  instance  of  and  for  the  benefit  of  the  United 
Fruit  Company,  and  prays  that  the  United  Fruit  Company 
and  Charles  and  Jacob  Weinberger  be  enjoined  from  claim- 
ing any  right,  title,  or  interest  in  the  said  stock,  from  inter- 
fering in  any  way  with  the  business  of  the  Bluefields  Steam- 
ship Company,  and  from  voting  the  stock  at  any  meeting, 
and  that  a  receiver  be  appointed  pending  the  litigation.  On 
this  application,  in  view  of  the  extraordinary  allegations  of 
the  bill,  and  of  the  war  then  raging  in  Nicara^a,  a  receiver 
was  appointed  for  what  legal  effect  the  appointment  might 
have,  but  he  was  ordered  not  to  take  physical  po6ses8i<m.  On 
December  8, 1909,  an  amended  bill  was  filed,  which  amplified 
the  allegations  of  the  original  bilL  On  January  17,  1910, 
Simon,  Emanuel,  and  Adolph  Steinhardt,  also  stockholders 
of  the  Bluefields  Steamship  Company,  filed  a  cross-bill,  pray- 
ing for  substantially  the  same  relief  as  Steele,  and  on  the 
same  date  Adolph  Segal  filed  an  intervention,  joining  the 
complainant,  Steele,  and  praying  for  the  same  relief.  In 
due  course  the  defendants  filed  answer,  denying  the  allega- 
tions of  the  bill  and  other  pleadings  and  affirming  the  good 
faith  of  the  sale  and  transfer  of  the  United  Fruit  Company's 
stock  to  the  Weinbergers.  After  a  hearing,  the  appointment 
of  the  receiver  was  maintained,  and  he  was  directed  to  take 
charge  of  all  the  assets  of  the  Bluefields  Steamship  Com- 
pany, and  the  preliminary  injunction  issued  as  prayed  for. 
The  case  was  then  referred  to  a  master  to  take  ihe  evidence 
and  report  his  findings  of  fact  and  conclusions  of  law  there- 
on, and  is  now  befoi^  me  on  final  hearing  on  exceptions  to 
his  report 

The  proceedings  before  the  master  took  a  wide  range,  but 
in  his  able  and  painstaking  report  he  has  endeavored  to  deal 
specifically  with  all  of  the  contentions  of  the  parties  and  to 
find  the  facts  with  particularity,  those  collateral  as  well  as 
iho0e  material  to  the  main  iasues.    The  master  leduoed  his 
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conclusions  to  some  51  special  findings  of  fact  To  these 
facts  the  defendants  hare  filed  87  exceptions,  divided  into 
manj  snbheads,  and  the  complainants  have  filed  some  17  ex- 
ceptions. The  exceptions  to  the  master's  report  are  largely 
to  his  findings  of  collateral  facts,  and  principally  to  his  de- 
ductions Iheref  rom.  Some  are  directed  only  at  his  choice  of 
language,  and  others  com  [683]  plain  that  he  did  not  find 
the  fads  regarding  incidental  transactions  more  in  detail. 
Had  counsel  followed  the  better  practice  of  filing  their  ex- 
ceptions before  the  master,  doubtless  he  would  have  corrected 
his  report  to  conform  more  nearly  to  their  views.  Most  of 
the  exceptions  are  unimportant  and  need  not  be  further  no- 
ticed.   Those  I  consider  material  will  be  referred  to  later. 

It  is  undisputed,  however,  that  the  Bluefields  Steamship 
Company  was  organized  December  28,  1897,  as  a  Louisiana 
corporation,  with  an  authorized  capital  stock  of  $100,000,  all 
of  which  was  issued  before  January  1,  1899;  that  the  com- 
pany was  engaged  in  the  banana  importing  business  from 
Bluefields,  Nicaragua,  to  the  United  States;  that  the  United 
Fruit  Company  was  incorporated  March  30,  1899,  under 
the  laws  of  New  Jersey,  and  in  June,  1899,  entered  into  com- 
petition with  the  Bluefields  Steamship  Company,  operating 
one  ship  a  week  from  Bluefields;  that  on  September  20, 1899, 
the  United  Fruit  Company  c<Misolidated  with  six  other  New 
Jersey  corporations,  all  engaged  in  the  fruit  business,  and 
Messrs.  Andrew  W.  Preston,  Minor  C.  Keith,  and  Bradley 
W.  Palmer  became,  respectively,  its  president,  vice  president, 
and  secretary,  as  well  as  directors;  that  in  Octd3er,  1899, 
after  the  said  consolidation,  the  United  Fruit  Company  ac- 
quired, in  the  name  of  its  president,  one-half  of  the  out- 
standing stock  of  the  Bluefields  Steamship  Company — 500 
shares — and  at  the  same  time  there  was  assigned  to  him  an 
additional  share  for  voting  purposes;  that  the  said  compe- 
tition ceased,  and  three  employees  of  the  United  Fruit  Com- 
pany were  elected  directors  of  the  Bluefields  Company,  the 
board  consisting  of  six  members,  and  so  maintained  con- 
tinuously until  1907,  during  all  of  which  time  the  United 
Fruit  Company  or  its  officers  controlled  the  election  of  all  the 
directors  of  the  Bluefields  Company  by  a  clear  majority  vote 
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of  all  the  capital  stock  in  existence;  that  on  August  81, 1907, 
the  United  Fruit  Company  disposed  of  4  shares  of  its  stock, 
and  its  three  employees  resigned  from  the  board  of  the  Blue- 
fields  Steamship  Company,  but  the  United  Fruit  OHnpany 
continued  to  Tote  its  stock,  and  all  elections  for  officers  of 
the  Bluefields  Company  were  unanimous;  that  in  1909,  be- 
fore this  suit  was  filed,  the  United  Fruit  Ccnnpany  purchased 
70  additional  shares  of  the  stock  of  the  Bluefields  Steamship 
Company,  which  gave  it  53  per  cent  of  all  the  stock  of  the 
company  issued. 

[1]  From  these  facts  the  conclusion  is  irresistible  that  the 
object  of  the  United  Fruit  Company  in  first  acquiring  the 
stock  was  to  control  the  competition  of  the  Bluefidds  Steam- 
ship Company,  and,  no  matter  what  may  have  been  its  in- 
tention during  the  period  between  1907  and  1909,  with  the 
acquisition  of  the  additional  stock  in  September,  1909,  the 
power  of  absolute  control  returned,  and  it  is  plain  that  the 
injunction  should  be  perpetuated  against  the  United  Fruit 
Company,  if  it  has  now  any  interest  in  the  Bluefields  Com- 
pany's stock.  Factors^  <&  Traders^  Ins.  Company  v.  New 
Harbor  Protection  Pairol^  37  La.  Ann.  288;  State  em  rel. 
Jackson  v.  Newman^  51  La.  Ann.  838,  25  South.  408,  72  Am. 
St  Rep.  476 ;  Northern  Securities  Company  v.  United  States^ 
193  U.  S.  197,  24  Sup.  Ct  436,  48  L.  Ed.  679.  It  appears, 
however,  that  the  United  Fruit  Company,  on  September  16, 
[634]  1909,  transferred  all  of  its  Bluefields  Company  hold- 
ings to  Charles  and  Jacob  Weinberger  by  a  written  contract, 
which  was  amended  on  December  31,  1909,  while  the  litiga- 
tion was  pending. 

The  undisputed  facts  relevant  to  this  transfer  are  as  fol- 
lows: Charles  and  Jacob  Weinberger  became  stockholders  in 
the  Bluefields  Steamship  Company  at  its  formation  and 
owned,  together  with  a  third  brother,  one-third  of  its  capital 
stock.  They  were  active  in  securing  control  of  the  corpora- 
tion for  the  United  Fruit  Company,  and  sold  it  one-half  of 
their  stock  in  October,  1899.  Charles  Weinberger  was  put 
in  sole  charge  of  the  New  Orleans  division  of  the  Fruit  Dis- 
patch Company,  a  subsidiary  corporation  of  the  United 
Fruit  Company  controlled  by  it,  in  June,  1902,  and  is  still 
so  employed.    Jacob  Weinberger  had  no  active  connection 
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with  the  fruit  business  in  Nicaragua  from  June,  1905,  to 
September,  1909,  and  he  was  then  engaged,  over  the  protest 
of  some  of  the  minority  stockholders,  to  go  to  Nicaragua 
merely  to  look  into  the  affairs  of  the  Bluefields  Company  and 
make  a  report,  at  a  salary  of  $416.67  per  month.  In  the  early 
part  of  1909  the  United  Fruit  Company  was  advised  by  its 
counsd  that  it  probably  could  not  vote  any  of  the  Bluefields 
stock  standing  in  its  name  and  in  the  name  of  its  officers. 
Jacob  Weinberger  learned  of  this  advice,  and  tried  to  buy  all 
of  its  Bluefields  stock,  but  was  unsuccessful.  As  early  as 
December,  1906,  Charles  and  Jacob  Weinberger  were  unable 
to  pay  their  debts,  and  in  August,  1909,  while  stUl  apparently 
insolvent,  all  of  their  Bluefields  stock,  which  was  then 
pledged  to  the  State  National  Bank,  with  the  exception  of 
38  shares,  was  sold  by  the  liquidators  of  the  bank  to  Steele 
with  the  knowledge  of  Charles  Weinberger  and  without 
objection  an  his  part.  At  about  the  same  time  Steele  began 
buying  Bluefields  stock  in  August,  1909,  the  local  manager 
and  local  attorney  of  the  United  Fruit  Company  suggested 
to  the  Weinbergers  that  they  might  make  arrangements  for 
buying  the  United  Fruit  Company's  stock,  and  by  the  agree- 
ment of  September  15th  the  United  Fruit  Company  trans- 
ferred to  the  Weinbergers  686  shares  of  Bluefields  stock  for 
the  price  of  $450  a  share,  and  further  agreed  to  deliver  and 
sell  to  them  70  additional  diares  at  the  same  price.  The 
United  Fruit  Company  was  compelled  to  buy  the  70  addi« 
tional  shares  for  cash,  and  paid  more  for  them  than  it  sold 
them  for.  The  stock  transferred  constituted  68  per  cent  of 
all  of  the  stock  of  the  Bluefields  Steamship  Company.  The 
sale  was  made  on  terms  of  10  years'  credit,  payable  in  equal 
annual  installments,  no  cash  was  paid  at  all,  and  the  United 
Fruit  Company  retained  the  right  to  rescind  the  sale  at  any 
time.  The  Weinbergers  on  their  part  agreed  that  the  voting 
power  of  the  stock  should  be  used  to  elect  a  director  nom- 
inated by  the  United  Fruit  Company  and  to  amend  the 
diarter  so  that  the  directors  and  other  officers  would  hold 
office  at  the  will  of  the  stockholders,  and  that  all  of  their  acta 
should  require  the  ratification  of  a  majority  of  the  stock* 
holders;  that  no  extraordinary  or  unusual  indebtedness! 
should  be  incurred  except  with  the  consent  of  this  director, 
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the  president,  op  vice-president  of  the  United  Fruit  Com- 
pany; that  the  capital  stock  should  not  be  increased  or  di- 
mini^ed  except  by  consent  in  writing  of  the  president,  or 
the  vice-president,  [685]  or  the  executive  committee  of  the 
United  Fruit  Company.  During  the  pendency  of  this  suit, 
the  parties  amended  this  agreement  with  the  view  to  eliminate 
all  clauses  supposed  to  be  objectionable  to  the  court,  but  the 
sale  still  remains  as  one  entirely  on  ten  years'  credit,  with  a 
provision  for  foreclosure  and  sale  of  the  stock  without  judi- 
cial proceedings  on  default  of  any  payment  of  principal  or 
interest,  or  in  the  event  of  the  purchasers'  bankruptcy. 

With  regard  to  this  transfer,  the  master  found,  as  evi- 
denced by  his  twenty-first,  fortieth,  and  forty-first  findings 
of  fact,  that  the  sale  to  the  Weinbergers  was  coupled  with 
the  retained  control  of  the  voting  power  of  the  stock  in  the 
United  Fruit  Company,  and  that  its  purpose  was  to  vest  the 
control  of  the  Bluefields  Steamship  Company  in  a  stock- 
holder under  obligations  to  the  United  Fruit  Company,  one 
fiiat  could  be  relied  upon  to  carry  out  its  wishes,  and  that  it 
did  not  divest  the  United  Fruit  Company  of  the  control  of 
its  766  shares  referred  to,  and  was  not  intended  by  the  par- 
ties to  do  so.  The  defendants  have  excepted  to  the  master's 
said  findings  of  fact  on  the  ground  that  the  uncontradicted 
and  unimpeached  testimony  of  all  the  parties  to  the  transac- 
tion shows  that  it  was  a  real  transfer,  and  was  intended  by 
all  of  the  parties  to  divest  the  United  Fruit  Company  both 
of  its  ownership  and  control  of  the  stock. 

It  is  difficult,  to  my  mind,  to  conceive  how  a  more  complete 
control  could  be  retained  or  exercised  than  was  contemplated 
by  the  original  agreement.  Conceding  that  it  was  the  inten- 
tion of  the  United  Fruit  Company  to  transfer  to  the  Wein- 
bergers the  complete  ownership  of  the  stock  at  the  expira- 
tion of  the  credit  period,  it  is  manifest  that,  without  the  con- 
sent of  the  United  Fruit  Company,  there  was  no  possibility 
of  the  Bluefields  Steamship  Company  increasing  or  expand- 
ing its  business,  or  attracting  new  capital,  and  all  the  time 
the  power  to  control,  or  even  entirely  eliminate  it,  was  in  the 
hands  of  the  United  Fruit  Company.  And  the  amendment 
of  December  81  does  not  materially  change  the  situation, 
for  unless  the  Weinbergers  paid  some  $51,000  in  principal 
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and  interest  at  the  end  of  the  fib^st  year  the  United  Fruit 
Company  could  foreclose.  In  the  preceding  ten  years  the 
Bluefields  Company's  profits  had  averaged  about  $60,000  a 
year,  and  on  the  same  basis  the  Weinbergers'  share  would  not 
be  over  $32,000.  They  were  insolvent,  and  in  the  ordinary 
course  of  events  they  could  not  have  met  this  payment  Tn 
view  of  all  the  cireumstances  peculiar  to  this  transaction 
and  the  relation^ip  of  the  parties,  the  physical  and  other 
facts  may  well  outweigh  the  testim<Hiy  of  the  parties,  con- 
ceding to  them  the  utmost  good  faith,  for  the  agreement,  if 
allowed  to  stand,  would  have  to  be  interpreted  by  them,  and 
the  deep  obligation  of  the  purchasers  to  the  United  Fruit 
Company  would  necessarily  lead  them  to  conform  to  its 
wishes.  It  is  certain  that  the  United  Fruit  Company  could 
not  vote  the  stock  held  in  its  name,  and  two  courses  were 
open  to  it:  One,  to  retain  it  quiescent,  and  the  other  to  divest 
itself  entirely  of  its  ownership  and  control.  If  it  intended 
to  do  the  latter,  it  was  not  its  concern  who  might  control 
the  Bluefields  Company,  and  therefore  the  mere  fact  that, 
in  order  to  deliver  a  clear  majority,  it  bought  stock  for  cash, 
which  it  subsequently  sold  tor  a  smaller  price  on  credit  to 
two  of  its  dose  [686]  friends,  who  were  at  the  time  insolvent, 
indicates  very  plainly  the  real  reason  for  making  the 
transfer. 

It  is  due  to  the  defendants  to  say,  however,  that  complain- 
ants failed  to  prove  the  allegations  of  the  bill,  charging 
intentional  violations  of  the  neutrality  laws,  and  the  master 
undoubtedly  so  intended  to  hold  in  his  thirty-fifth  finding. 
But  I  do  not  consider  these  allegations  material  to  the  issues 
now  before  me,  nor  did  I  so  consider  them  at  the  time  of 
confirming  the  receiver's  appointment. 

There  appears  to  be  evidence  to  sustain  all  of  the  master's 
findings  of  fact,  though  I  have  not  examined  with  particu- 
larity those  matters  not  bearing  directly  on  the  main  issues 
before  me.  The  findings  of  a  master  are  entitled  to  great 
weight,  especially  when  he  has  seen  and  heard  the  witnesses, 
and  I  am  not  disposed  to  disturb  the  findings  in  this  case. 

[2]  I  am  not  called  upon  to  say  anything  further  at  pres- 
ent, but  for  the  information  of  the  master  and  the  parties  I 
had  perhaps  better  express  my  opinion  as  to  all  the  points 
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raised.  It  has  been  urged  with  great  earnestness  and  vigor 
by  counsel  for  complainants  that  the  contract  by  which  the 
United  Fruit  Company  acquired  its  stock  was  illegal,  and 
it  acquired  nothing;  that  the  stock  standing  in  its  name  is 
void  and  it  can  transfer  nothing,  and  that  in  any  event,  not 
having  the  right  to  vote  the  stock,  it  could  not  transfer  the 
right  to  a  purchaser.  It  may  be  that  such  a  solution  of  the 
trust  problem  is  desirable,  but  I  cannot  see  my  way  clear  to 
adopt  complainants'  contentions  in  the  absence  of  a  positive 
statute,  especially  in  view  of  the  expressions  of  the  Supreme 
Court  in  the  cases  of  Hanriman  v.  Northern  Securities  Cam^ 
pony,  197  U.  S.  298,  26  Sup.  Ct  498,  49  L.  Ed.  789,  the 
United  States  v.  Standard  Oil,  221  U.  S.  1,  81  Sup.  Ot  602, 
66  L.  Ed.  619,  and  the  United  States  v.  American  Tobacco 
Company,  221  U.  S.  106,  81  Sup.  Ct.  682,  66  L.  Ed.  668,  re- 
cently decided.  The  authorities  cited  by  complainants  would 
perhaps  be  persuasive  if  their  first  premise  was  correct,  but 
the  Supreme  Court  has  clearly  drawn  the  distinction,  thin 
though  it  may  be,  between  unlawful  contracts  and  those  in- 
cidental and  collateral  to  them.  The  contract  of  sale  by 
which  the  United  Fruit  Company  acquired  this  stock  was  not 
of  itself  illegal  and  it  undoubtedly  acquired  the  ownership 
subject  to  the  restrictions  the  law  has  placed  upon  its  use. 
Continental  Wall  Paper  Company  v.  Voigt,  212  U.  S.  268, 
29  Sup.  Ct.  280,  68  L.  Ed.  486;  Connolly  v.  Union  Sewer 
Pipe  Company,  184  U.  8.  640,  22  Sup.  Ct.  481,  46  L.  Ed.  679. 

I  therefore  must  hold  that  the  United  Fruit  Company  has 
the  right  to  dispose  of  its  stock,  and  the  purchaser  will  be 
entitled  to  vote  it,  provided  the  transfer  is  entirely  without 
suspicion  of  retained  control,  and  he  is  not  otherwise  pro- 
hibited by  law  to  do  so. 

The  exceptions  to  the  master's  report  will  be  overruled, 
and  in  accordance  with  his  recommendations  there  will  be  a 
decree,  dissolving  the  preliminary  injunction  herein,  so  as 
to  permit  the  holding  of  an  election  of  officers  of  the  Blue- 
fields  Steamship  Company,  but  maintaining  it  in  all  other 
respects,  and  ordering  said  election  to  be  held  before  the 
master  and  under  his  control,  the  receiver  to  be  maintained 
and  jurisdiction  to  be  retained  by  the  court  until  further 
orders. 
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[172]  UNITED  STATES  v.  STANDARD  SANITABT 

MFG.  CO.  ET  AL. 

(Olxcult  Court,  D.  Maryland.    October  13,  1911.) 

[191  Fed.  Rep.,  172.] 

MoNOPOLTTO  (8  17) — ^Awti-Tbttst  Act — Gontbacts  in  Rbbtbaiht  o» 
Trade. — Sixteen  corporations,  producing  78  per  cent  of  all  the 
sanitary  enameled  Iron  ware,  such  as  bath-tnbs,  sinks,  etc.,  made 
in  the  United  States,  by  mntoal  agreement  preyionsly  made,  entered 
into  contracts  by  which  they  bound  themseiyes  to  sell  only  certain 
grades  of  the  ware  only  at  prices  and  on  terms  fixed  in  sdiedttles 
attached,  or  by  a  committee,  and  only  to  jobbers  who  should  sign 
the  resale  contract  prepared  by  them.  Such  contract  was  signed 
by  80  per  cent  of  the  jobbers  in  the  United  States,  and  bound  them 
to  purchase  only  from  some  one  of  the  16  mannfiicturers,  and  to 
sell  only  at  prices  named  in  their  resale  price  lists.  Held,  that  such 
contracts  Altered  into  by  tiie  manufacturers  were  solely  fbr  the  pur- 
pose of  fixing  prices  and  destroying  competition,  and  constituted  a 
eomblnaticn  in  restraint  of  interstate  commerce,  and  an  attempt 
to  monopolize  such  commerce,  which  was  unlawful,  as  in  riolation 
of  Sherman  Anti-Trust  Act  July  2,  1890,  c.  047,  §§  1,  2,  26  Stat  209 
(U.  S.  Oomp.  St  1901,  p.  3200).« 

[Ed.  Note. — For  oth^r  cases,  see  Monopolies,  Cent  Dig.  S  18 ;  Dee. 
Dig.  §  17.] 

Monopolies  (§  14) — ^Anti-Tbust  Act — ^Ilu»alitt  of  Contracts-^ 
Restbaint  op  Competition. — Where  the  necessary  effect  of  an  agree- 
ment between  manufacturers  is  clearly  to  restrain  interstate  trade 
within  the  purview  of  Sherman  Anti-Trust  Act  July  2,  1890,  c.  647, 
26  Stat  209  (U.  S.  Comp.  St  1901,  p.  8200),  it  cannot  be  taken  out 
of  the  category  of  the  unlawful  by  general  reasoning  as  to  its  ex- 
pcdiency  or  nonexpediency  or  the  wisdom  or  want  of  wisdom  of 
the  statuta 
[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  I  14.] 

1178]  Monopolies  (§  14)— Anti-Tbust  Act— Combinations  in  R»- 

STBAINT    OF    INTXBSTATE    COMMEBCB—EfFEOT    OF    USE    OF    PATENTED 

Devioe.— A  combination  between  a  large  majority  of  the  manufac- 
turers of  enameled  iron  ware  in  the  United  States  for  the  purpose  of 
fixing  prices,  and  which  is  clearly  in  restraint  of  interstate  trade,  is 
not  sayed  from  illegality  under  the  Sherman  Anti-Trust  Act  July  2, 
1890,  c.  647,  §  1,  26  Stat  209  (U.  S.  Comp.  St  1901,  p.  3200),  by  the 
fact  that  the  contracts  creating  the  combination  were  embodied  in 
licenses  to  its  members  to  use  a  patented  automatic  dredger,  which 
was  a  useful  and  time-ssTlng  tool  used  in  finishing  the  ware  to 

«  Syllabus  copyrighted,  1912,  by  West  Publishing  Co. 
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iprlnkle  tlie  last  two  or  more  coats  of  powdered  ^amel  on  the 
heated  iron;  the  ware  itself  being  unpatented,  and  the  enameling 
being  but  one  of  several  operations  required  in  its  production,  to 
which  operation  even  the  patented  dredger  was  not  essential,  but 
merely  an  improvement  on  the  hand  operated  dredgers  of  the  prior 
art,  still  in  use  in  some  factories. 

[Bd.  Note. — ^For  other  cases;  see  Monopolies,  Dec.  Dig.  §  14.] 
MoNOPOUES  (8  8)— Anti-Tbubt  Act— Use  of  Patbhted  Abtiols. — ^Tn 
spite  of  the  Sherman  act,  the  patentee  may  monopolise  for  the  tesnn 
of  his  patent  the  thing  which  he  or  his  assignor  invented.  If  by 
the  common  law,  or  the  statutes  of  a  state,  or  by  the  enactments  of 
CSongress,  men  are  forbidden  to  restrain  trade  or  to  monopolise  it, 
.  a  patentee  may  not  restrain  trade  or  attempt  to  monopolize  it  in 
anything  except  that  which  is  covered  by  his  patent 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Dec.  Dig.  S  a] 
MoNOPouss  (§  24) — ^Anti-Tbust  Act — Surr  to  Bnjoin  Violation- 
Pendency  OF  Cbiminal  Pbosegution. — ^Unless  in  an  exceptional  case. 
a  federal  court  of  equity  will  not  postpone  the  hearing  and  decision 
of  a  suit  brought  by  the  United  States  under  Sherman  Anti-Trust 
Act  July  2,  1890,  c.  647,  §  4,  26  Stat.  209  (U.  S.  Oomp.  St  1901,  p. 
8201),  to  enjoin  violation  of  the  act  to  await  the  determination  of 
a  criminal  prosecution  against  some  of  the  same  defendants  based 
on  the  same  alleged  violations. 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  I  24.] 

OOMMEBCB    (§    40) — INTEBSTATB    CoMMEBCE-^WhAT    OoNSTITUTES.— A 

manufacturing  company  which  makes  its  product  in  one  state  and 
stores  it  in  warerooms  in  other  states,  where  it  is  sold,  the  trade 
extending  over  several  states.  Is  engaged  in  interstate  comm«*ce. 

[Ed.  Note. — ^For  other  cases,  see  Commerce,  Gent.  Dig.  S§  29,  30; 
Dec.  Dig.  §  40.] 
Monopolies  ( S  24)— Anti-Tbust  Act— Suit  fob  Violation— Pabtibb.— 
Officers  of  corporations  which  altered  into  an  illegal  combination  in 
restraint  of  interstate  commerce,  who  personally  took  no  part  in 
the  formation  of  such  combination,  are  not  proper  parties  defendant 
in  a  suit  against  the  corporations  for  an  injunction  und^  Sherman 
Anti-Trust  Act  July  2, 1890,  c.  647,  §  4,  26  Stat  209  (U.  S.  Oomp.  St 
1901,  p.  3201). 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  S  24.] 

Goff,  Circuit  Judge,  diss^itlng. 
Patents  (§  1)— Definition.— -A  pat^it  is  a  grant  of  a  right  to  ex- 
clude all  others  from  making,  using,  or  selling  the  invention  cov- 
ered by  it 

[Ed.  Note.— For  other  cases,  see  Patents,  Oent  Dig.  S  1;  Dec 
Dig.  (  1. 

For  other  definitions,  see  Words  and  Phrases^  vcd.  6»  p#.  622&- 
6281;  voL  8»  p.  7748.] 
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In  Equity.  Suit  by  (he  United  States  against  the  Stand- 
ard Sanitary  Manufacturing  Company  and  others.  On  final 
hearing.    Decree  for  complaint 

[174]  Edwin  P.  ChroBvenor,  John  PkUip  HiU,  and  James 
A.  FawleVj  for  the  United  States. 

Herbert  Nohle^  William  L.  Marbury^  and  HartweU  P. 
Heathy  for  Standard  Sanitary  Mfg.  Co.  and  others. 

Robert  B,  Honeyrn'On^  for  Colwell  Lead  Co. 

Before  Gopf  and  Pritchard,  Circuit  Judges^  and  Rose, 
District  Judge. 

BoflB,  District  Judge. 

The  United  States  brings  this  suit.  It  will  be  called  the 
goyemment.  Its  petition  is  filed  under  the  fourth  section  of 
the  Sherman  Anti-Trust  Act.  It  charges  that  the  defendants 
have  violated  the  first  and  second  sections  of  that  act  It 
says  that  they  have  conspired  to  restrain  interstate  trade  in 
sanitary  enameled  iron  ware,  and  have  attempted  to  mo- 
nopolize such  trade  therein.  All  the  def^idants  are  con- 
cerned in  making  and  selling  that  ware.  It  is  made  of  cast 
iron.  It  is  coated  with  enamel.  It  has  the  appearance  of 
being  porcelain  lined.  Bath-tubs,  lavatories,  closet-bowls, 
and  tanks,  sinks,  and  urinals  are  among  the  more  important 
articles  made  of  it.    It  will  be  referred  to  as  the  ware. 

There  are  60  defendants.  Sixteen  are  corporations.  They 
will  be  called  the  corporate  defendants.  Thirty-four  are  in- 
dividuals. They  are  styled  individual  defendants.  One  of 
them  is  Edwin  L.  Wayman.  With  him  each  of  the  corporate 
defendants  made  an  agreement.  These  agreements  the  gov- 
ernment says  restrain  trade  in  the  ware,  and  attempt  to  mo- 
nopolize it.  The  other  83  individual  defendants  are  officers 
of  the  corporate  defendanta  The  government  charges  that 
they  each  were  among  the  persons  who  knowingly  caused  the 
corporate  defendants  to  do  that  of  which  it  complainsi. 
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These  16  agreeoients  were,  with  exceptions  to  be  mentioned, 
identical  in  their  language.  At  least  15  of  the  16  corporate 
defendants  had  direcUy  or  indirectly  taken  part  in  drafting 
the  common  form.  They  were  executed  by  nearly  all  the 
corporate  defendants  on  the  same  day  and  at  the  same  place. 
No  defendant  entered  into  the  agreement  without  knowing 
that  at  least  13  of  the  other  corporate  defendants  had  exe- 
cuted it,  or  intended  so  to  do.  Without  this  knowledge  no 
one  of  them  would  have  become  a  party  to  it  Each  of  these 
agreements  is  in  the  form  of  a  license  granted  by  Wayman 
accepted  by  a  corporate  defendant.  The  patents  under  which 
the  licenses  purported  to  be  granted  were  first  put  into  Way- 
man's  name  two  days  before  most  of  the  agreements  were 
executed.  The  terms  of  the  agreements  had  ben  definitely 
settled  at  least  two  weeks  earlier.  There  were  three  patents. 
They  all  were  for  automatic  dredgers.  A  dredger  is  a  tool 
uded  in  the  enameling  step  of  making  the  ware.  The  licenses 
were  granted  for  a  period  of  two  years,  beginning  June  1, 
1910.  Each  licensee  promised  on  tiie  6th  day  of  each  month 
to  pay  $5  a  day  for  each  furnace  used  by  it  for  the  making 
of  the  ware  during  the  preceding  month.  Wayman  [176] 
undertook  that  he  would  three  months  later  pay  back  $4  out 
of  every  $5.  This  undertaking  was  conditioned  upon  the  li- 
censee having  in  the  meantime  done  all  he  had  agreed  to  do. 
There  are  about  25  working  days  a  month.  Wayman  on 
the  5th  of  every  month,  therefore,  received  $125  for  each 
furnace  continuously  operated  during  the  preceding  month 
by  any  one  of  his  licensees.  One  hundred  dollars  of  this  he 
was  eventually  to  pay  back.  This  repayment  was  not  to  be 
made  until  three  months  had  gone  by.  After  the  first  four 
months,  he  would  always  have  in  his  hands  $300  of  his  li- 
censees' money  for  every  furnace  of  theirs  in  steady  use. 
As  it  actually  turned  out,  he  usually  held  between  $40,000 
and  $50,000  belonging  to  them.  This  money  was  in  the  na- 
ture of  cash  baiL  Each  corporate  defendant  in  this  manner 
gave  security  that  he  would  keep  his  bargain,  or  be  good,  as 
one  of  the  licensees  expressed  it  Each  corporate  defendant 
promised  to  do  three  things:  (1)  It  would  not  aell  any 
^  seconds  "  or  ^^  Bs "  of  any  of  the  ware  except  bath-tubs. 
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It  apparently  reserved  the  right  to  market  what  the  trade 
calls  ^  non-gaaranteed  "  bath-tabs.  (2)  It  would  not  sell  any 
ware  to  any  jobber  who  did  not  sign  the  jobbers'  resale  agree- 
ment to  be  presently  described.  (8)  It  would  not  sell  any- 
body any  ware  at  a  lower  price  or  upon  more  attractive  terms 
than  those  named  in  the  agreement  or  in  a  schedule  attached 
to  it.  This  schedule  named  standard  prices  for  each  article 
of  the  ware  and  for  each  size,  shape,  and  grade  of  that  article. 
All  the  corporate  defendants  promised  that  they  would  not 
sell  some  articles  below  the  scheduled  price.  Some  of  them 
undertook  not  to  sell  any  articles  below  these  prices.  Some 
of  the  corporate  defendants  had  not  the  established  reputa- 
tion of  others,  or  they  had  not  as  efficient  a  selling  force. 
They  would  not  take  licenses  unless  they  were  allowed  to  sell 
some  articles  at  a  little  lower  price  than  those  quoted  by  their 
stronger  rivals.  After  much  negotiation,  it  was  settled  by  a 
committee  of  the  corporate  defendants  that  some  of  them 
should  be  allowed  to  sell  some  articles  at  a  discount  of  2% 
in  some  instances,  of  5  per  cent  in  others,  from  the  scheduled 
prices.  The  permission  to  give  this  discount,  granted  to 
some  of  the  corporate  defendants  and  not  to  others,  was  the 
only  respect  in  which  there  was  any  difference  among  any  of 
the  agreements  as  executed.  The  negotiation  as  to  which 
of  the  corporate  defendants  should  be  allowed  by  the  others 
to  give  these  preferential  prices  to  their  customers  and  how 
great  the  permitted  discount  should  be  was  finished  before 
any  of  the  agreements  were  executed  and  before  any  of  the 
patents  had  been  put  in  Wayman's  name.  The  re-sale  agree- 
ment which  the  jobber  in  the  ware  was  required  to  sign 
bound  him  in  two  respects:  (1)  He  could  not  buy  any  ware 
from  any  one  other  than  the  corporate  defendants.  (2)  He 
could  not  sell  ware  to  anybody  at  a  lower  price  or  on  more 
attractive  terms  than  those  named  in  the  re-sale  price  lists. 

The  principles  upon  which  these  re-sale  prices  were  to  be 
worked  out  in  detail  had  been  agreed  upon  between  Way- 
man  and  a  committee  chosen  by  nearly  all  of  the  corpo- 
rate defendants.  This  agreement  was  reached  before  any 
licenses  were  accepted,  and  before  any  of  the  patents 
had   become  Wayman's.    The   licenses   provided  that   no 
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dianges  in  the  sale  or  re-sale  prices  could  be  made  without  the 
consent  of  Wayman  and  the  majority  of  a  committee  elected 
by  the  c(»porate  defendants.  The  agreements  restricted 
in  a  number  of  ways  the  freedom  of  both  the  corporate 
defendants  who  made  the  ware  and  the  jobbers  [IW]  who 
sold  it  to  the  plumbers.  An  article  of  the  ware  must  always 
be  billed  separately  from  other  goods  sold  at  the  same  time 
to  the  same  person.  Many  articles  could  not  be  shipped  un- 
crated.  No  allowance  could  be  made  for  a  returned  crate 
and  so  on.  There  were  jobbers  to  whom  these  rules  or  some 
of  them  were  distasteful.  Dealers  were  forced  to  diange 
their  methods  of  doing  business  which  they  had  followed 
for  years  to  the  mutual  satisfaction  of  themselves  and  their 
customers.  Theee  requirements  had  a  purpose.  Competiti(m 
in  price  cannot  be  altogether  shut  off  unless  everybody  is 
made  in  some  respects  to  do  business  in  precisely  the  same 
way  as  everybody  else.  Each  jobber,  like  each  maker,  was 
called  on  to  give  ca^h  security  that  he  would  carry  out  his 
bargain.  He  had  to  pay  5  per  cent  more  for  the  ware  than 
the  maker  expected  to  get  out  of  it  If  he  had  not  cut  prices 
and  had  not  bought  ware  from  any  one  other  than  the  cor- 
porate defendants  at  the  end  of  the  calendar  year,  he  was  en- 
titled to  receive  a  rebate  of  5  per  cent  on  the  amount  paid 
by  him  during  the  year.  If  his  purchases  frpm  all  the  cor- 
porate defendants  combined  had  amounted  to  as  much  as 
$30,000,  his  rebate  was  to  be  at  the  rate  of  10  per  cent  Ap- 
plications for  rebates  were  to  be  made  to  Wayman.  When 
he  approved  them,  they  were  paid  by  the  corporate  defend- 
ant or  defendants  which  had  sold  the  applicant  the  ware. 
Nearly  400  jobbers  signed  these  agreements.  They  consti- 
tuted more  than  four-fifths  of  all  the  jobbers  in  the  country. 
The  consumption  of  the  ware  is  large.  Wayman  doubtfully 
estimated  the  annual  value  of  the  national  output  ,of  it  at . 
$14,000,000.  It  is  hardly  less  than  $10,000,000.  It  may  be 
much  more.  Upwards  of  80  per  cent  of  the  jobbers  took 
licenses.  They  probably  handled  at  least  80  per  cent  of  the 
product;  that  is,  their  total  yearly  purchases  from  the  cor- 
porate defendants  must  have  footed  up  about  $8,000,000.  A 
rebate  of  5  per  cent  on  $8,000,000  amounts  to  $400,000  of  10 
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per  cent  to  $800,000.  Towards  the  dose  of  e^ery  calendar 
year  the  corporate  defendants  would  among  them  hold  in 
the  neighborhood  of  half  a  million  of  the  jobbers'  money. 
Moreover,  the  agreements  told  the  jobbers  in  plain  words 
that,  if  they  cut  prices  or  bought  ware  from  anybody  other 
than  the  corporate  defendants,  none  of  the  latter  would  sell 
th^n  again.  There  were  jobbers  who  did  not  like  some  of 
the  new  rules.  Some  of  them  thought  their  money  would  be 
more  useful  in  their  own  bank  account  than  in  that  of  the 
corporate  defendants.  A  little  less  than  one-fifth  of  them 
refused  to  sign  the  agreements. 

On  the  other  hand,  there  was  from  the  jobbers'  standpoint 
much  that  was  attractive  in  ihe  scheme  as  a  whole.  Compe- 
tition had  been  fierce.  It  had  not  always  been  either  wise 
or  honest  A  badly  made  article  may  look  well  enough  to 
deceive  the  average  householder.  Many  such  had  been  put 
on  the  market  When  the  defects  were  speedily  discovered, 
•  the  jobber  might  have  to  take  back  the  article.  The  cost 
of  doing  so  ate  up  the  profit  on  a  number  of  like  articles 
which  were  not  returned.  There  was  little  profit  in  handling 
the  ware.  If  every  dealer  signed  the  agreement,  none  of 
them  could  gain  by  taking  from  the  makers  and  putting  off 
on  the  public  any  ware  except  bath-tubs,  not  standard  of  its 
kind.  The  lowest  price  the  mak[177]ers  could  take  would 
buy  a  good  article.  No  one  would  have  a  "  second  "  if  for  the 
same  money  he  could  get  a  standard.  Moreover,  while  non- 
guaranteed  bath-tubs  could  be  sold,  the  price  below  which 
they  could  not  be  sold  was  fixed.  The  jobbers  would  there- 
fore insist  on  getting  the  best  of  that  not  very  good  grade. 
With  the  worst  made  articles  taken  out  of  the  market,  fric- 
tion with  customers  would  be  lessened.  The  reputation  of 
the  ware  would  be  raised.  Every  jobber  would  know  that 
he  was  buying  and  selling  <m  the  same  terms  as  his  compet- 
itors. He  could  tell  to  the  fraction  of  a  cent  what  his  gross 
profit  on  every  article  sold  by  him  would  be.  He  could 
regulate  accordingly  his  expenditures  for  handling  and  ad- 
vertising it  If  he  did  not  take  a  license,  he  took  large 
chances.  No  one  of  the  corporate  defendants  would  sell  to 
him. 

^25**— VOL  4—17 2Q 
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Of  250  furnaces  in  the  country  the  defendants  owned  195, 
or  78  per  cent.  In  drawing  building  specificatioas  ardiitecfcs 
frequently  called  for  ware  made  by  a  particular  manufac- 
turer. A  jobber  who  could  not  furnish  a  plumber  with  what 
he  wanted  for  a  large  job  was  likely  to  lose  his  custom  altx>- 
gether.  May,  1910,  must  have  been  a  trying  time  for  jobbers 
with  a  stubborn  liking  for  independence,  and  a  taste  for 
managing  their  own  business  in  their  own  way.  As  already 
stated,  in  the  end  four  out  of  every  five  of  the  jobbers  signed 
up.  Many  of  them  did  so  willingly  and  even  enthusiasti- 
cally. It  is  probable  that  the  large  majority  of  them  wel- 
comed the  chance  of  doing  so.  Their  associations  had  been 
urging  tlie  manufacturers  to  put  in  force  a  re-sale  arrange- 
ment. A  number  of  them  have  testified  that  they  wanted 
it  While  it  lasted,  they  say  they  found  it  pleasant  and 
profitable.  In  consequence  of  these  proceedings  and  of  other 
action  taken  by  the  government,  the  corporate  defendants 
on  January  1,  1911,  suspended  so  much  of  tlie  agreements 
as  fixed  original  and  re-sale  prices.  Many  of  the  jobbers  re- 
gret the  suspension. 

With  whatever  of  enthusiasm,  with  whatever  of  reluctance, 
the  makers  of  nearly  four-fifths  of  the  ware  and  more  than 
four  out  of  every  five  dealers  in  it  became  parties  to  the 
combination.  The  corporate  defendants,  and  many,  if.  not 
most,  of  the  jobbers,  were  engaged  in  interstate  commerce  in 
the  ware.  Such  commerce  was  directly  restrained  by  the 
agreements.  The  makers  who  became  parties  to  them  could 
no  longer  sell  the  jobbers  who  did  not  The  jobbers  who 
did  could  no  longer  buy  from  the  makers  who  did  not  The 
defendants  did  their  best  to  get  all  the  makers  of  importance 
and  all  the  dealers  to  become  parties  to  the  sdieme.  If  they 
had  succeeded,  Wayman  and  a  committee  of  the  corporate 
defendants  would  for  two  years  from  June  1,  1910,  have 
been  able  to  say  that  no  man  anywhere  in  the  United  States 
should  buy  a  bath-tub  or  any  other  article  of  the  ware  at  a 
lower  price  than  it  might  have  suited  them  to  fix.  If  the 
trade  would  then  have  been  monopolized,  the  defendants  at^ 
tempted  to  monopolize  it. 

The  important  questions  in  the  case  are  two:  (1)  Would 
such  a  combination  as  was  attemped,  and  in  large  part 
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brought  about,  have  violated  the  Sherman  Act,  had  patents 
on  automatic  dredgers  played  [178]  no  part  in  it?  (2)  If 
it  would,  did  the  part  played  by  those  patents  make  lawful 
what  otherwise  would  have  been  forbidden? 

The  defendants  argue  that  not  every  agreement  to  fix  and 
maintain  prices  in  interstate  commerce  violate  the  Sherman 
Act.  They  say  that  eyes  illumined  by  the  light  of  reason 
will  see  that  what  the  defendants  did  was  from  the  stand- 
point of  the  public  interests  good,  and  not  evil.  They  con- 
tend that  the  jobbers  were  making  little  profit  on  the  ware. 
It  was  troublesome  and  costly  to  handle.  "  Seconds  ^  were 
on  the  market.  The  ware  was  getting  a  bad  reputation.  If 
the  defendants  had  not  done  what  they  did,  there  would  soon 
have  been  no  trade  either  to  restrain  or  to  monopolize.  There 
is  little  in  the  record  to  support  this  contention.  Such  an 
apprehension  is  vaguely  expressed  by  some  witnesses.  If 
there  had  been  marked  falling  off  in  the  sale  of  the  ware, 
the  defendants  know  it.  They  could  have  shown  it  by  defi- 
nite and  precise  figures.  They  made  no  attempt  to  do  so. 
If  there  was  any  such  danger,  it  was  very  remote,  far  too 
remote  to  justify  the  defendants  in  doing  anything  which 
except  for  it  would  have  been  unlawful.  That  there  was  any 
real  danger  at  all  is  not  shown.  According  to  the  defendants, 
the  public  gained  by  what  was  done  even  upon  the  assump- 
tion that,  if  it  had  been  left  undone,  the  trade  would  have 
continued  in  undiminished  volume.  The  ultimate  purchaser 
of  the  ware  seldom  knows  whether  he  gets  a  well-made  ar- 
ticle. To  his  eyes  it  may  look  well.  He  may  think  that  it 
will  for  years  be  useful,  sightly,  and  sanitary.  In  a  few 
months  he  may  find  that  it  is  wearing  badly,  and  has  become 
unsightly.  He  may  have  reason  to  fear  that  to  some  extent 
it  has  become  dangerous  to  the  health  of  himself  and  his 
family.  He  suffers  from  the  greed  of  the  maker,  the  job- 
ber, or  the  plumber,  or  of  two-  or  all  of  them.  He  will  be 
in  no  danger  from  that  greed  when  no  one  of  them  can  any 
longer  make  any  money  by  selling  him  a  bad  article  for  the 
price  of  a  good.  Human  nature  being  what  it  is,  no  other  ^ 
effective  protection  can  be  given  him.  If  the  so-called  "  sec- 
onds ^  and  ^^  Bs ''  are  put  upon  the  market  at  all,  most  of 
them  wiU  in  the  end  be  bought  by  people  who  do  not  know 
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what  they  are  buying.  It  is  useless,  according  to  this  aigo- 
ment,  to  call  the  makers  together  and  ask  them  to  stop  sell* 
ing  such  goods.  Besolutions  pledging  all  the  mannfacturera 
to  stop  making  and  selling  them,  it  is  true,  may  be  easily 
passed.  They  will  be  adopted  with  enthusiasm  or  with 
solemnity  according  to  the  mood  of  the  moment,  but  always 
with  absolute  unanimity.  Like  so  many  other  gentlemen's 
agreements,  they  will  be  straightway  broken. 

If  an  enforceable  bargain  can  be  made  that  no  goods  shall 
be  sold  below  a  certain  fixed  price,  which  will  yield  a  reason- 
able profit  on  a  first-class  article,  jobbers  and  plumbers  can 
be  depended  upon  not  to  pay  that  price  for  an  inferior 
article.  The  defendants  say  that  in  no  other  way  can  sec- 
onds be  taken  off  the  market  and  kept  off.  They  point  to 
what  happened  after  January  1,  1911,  when  the  price-fixing 
provisions  of  the  agreement  were  suspended.  The  prohibi- 
tions against  selling  "  Bs  "  and  "  seconds  ^  were  still  in  full 
force.  Nevertheless  the  defendants'  witnesses  say  that  tie 
market  was  at  once  flooded  with  low-gi-ade  ware.  Much  of  it 
came  froin  some  of  the  corporate  def  [179]endants.  It  may 
be  better  for  the  public  to  pay  a  higher  price  for  better  ware. 
Most  individuals  find  that  it  is  usually  cheaper  in  the  end. 

Still,  two  questions  remain:  (1)  Does  the  law  permit  the 
additional  price  which  the  public  is  to  pay  to  be  fixed  by  a 
combination  of  dealers  even  if  the  latter  do  so,  because  they 
cannot  in  any  other  way  keep  some  of  their  own  number 
from  selling  bad  ware  for  good?  (2)  Has  the  experience  of 
mankind  led  them  to  believe  that  to  permit  all  the  makers 
and  dealers  in  articles  of  common  use  to  combine  to  fix  the 
prices  and  terms  below  which  those  goods  may  not  be  sold 
will  tend  in  the  long  run  to  improve  the  quality  of  the  goods  t 

The  second  question  is  not  for  the  courts.  The  learned 
counsel  for  the  defendants  say  that  the  first  need  not  be  an- 
swered in  this  case.  They  claim  that  prices  were  not  raised 
by  the  defendants.  They  assert  that  the  evidence  shows  that 
^they  were  in  fact  lowered.  The  contention  rests  on  a  state- 
ment of  Wayman.  He  says  that  the  prices  as  fixed  were  in- 
tended to  be  on  an  average  about  5  per  cent  below  those 
Damed  in  the  last  previously  published  price  list  of  the  d^ 
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feDdnnty  the  Standard  Sanitary  Manufacturing  Company. 
The  counsel  for  the  defendants  in  supposing  that  Wayman 
meant  iliat  he  reduced  the  then  actually  prevailing  prices 
have  misapprehended  the  market  conditions.  They  assume 
that  the  Standard  and  the  other  corporate  defendants  were 
in  fact  getting  the  prices  set  forth  in  their  catalogue.  The 
record  shows  that  they  were  not.  Whether  they  ever  had 
does  not  appear.  They  certainly  had  not  during  any  of  the 
period  as  to  which  the  record  spe^-ks.  If  in  the  winter  and 
spring  of  1910  those  prices  had  prevailed,  there  would  have 
been  no  agreements  and  consequently  no  case.  The  agree* 
ments  as  made  became  fully  operative  June  4, 1910.  No  wit- 
ness says  that  the  published  list  prices  had  for  many  months 
been  generally  paid.  The  evidence  is  overwhelming  that 
they  had  not. 

On  August  4,  1909,  Wayman  became  commissioner  or 
actuary  of  a  newly  organized  or  reorganized  Sanitary 
Enameled  Ware  Association.  All  the  corporate  defendants, 
except  the  Kemer  Manufacturing  Company,  belonged  to  it 
Four  other  makers  of  the  ware  were  members  of  it.  These 
four  refused  to  enter  into  the  price  agreements.  Conse- 
quently they  did  not  take  licenses  from  Wayman.  One  of  his 
duties  as  commissioner  of  the  association  appears  to  have  been 
to  do  what  he  could  by  argument  and  expostulation  to  pre- 
vent price  cutting  among  its  members.  To  this  end  he  wrote 
many  letters.  In  one  of  them  he  speaks  of  cuts  from  2^  to  5 
per  cent  below  the  published  prices  as  the  normal  and  usual 
thing.  He  takes  them  for  granted.  They  are  not  cause  for 
complaint  What  worries  him  is  the  cuts  of  20  per  cent 
which  he  says  were  then  being  made.  In  March,  1910,  the 
terms  of  the  agreements  executed  two  months  later  were  be- 
ing worked  out  by  correspondence  and  conferences  among  the 
defendants.  In  that  month  Conunissioner  Wayman  urged 
the  members  of  the  association  to  stop  quoting  what  he  called 
the  "  ridiculous  "  prices  which  had  recently  been  made.  The 
Standard  Sanitary  Manufacturing  Company,  whose  pub- 
lished price  lists  defendants'  counsel  suppose  show  the  actual 
market  prices,  appears  to  have  had  a  regularly  organized 
system   [180]   of  rebates.    When  the  agreements  now  in 
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oontaroversy  went  into  effect,  the  Standard  notified  its  cus- 
tomers that  their  special  rebates  would  be  withdrawn.  They 
were  told,  however,  that  checks  would  be  sent  them  for  what- 
ever rebates  were  then  due.  The  correspondence  between  tlie 
Standard  and  another  of  its  customers  shows  that  he  had  been 
buying  at  the  ^  supposed  "  car  load  limit  price  less  a  confi- 
dential 7i  per  cent  discount.  Whether  the  "  supposed  "  car 
load  limit  price  was  the  published  price  or  a  generally  under- 
stood discount  below  it  does  not  appear. 

The  record  contains  many  letters  written  by  jobbers  to  some 
one  or  the  other  of  the  corporate  defendants  asking  that 
orders  alleged  to  have  been  sent  in  before  June  4, 1910,  should 
be  filled  at  the  old  pricea  Sometimes  their  requests  were 
granted.  They  were  grateful.  Sometimes  they  were  told 
that  their  order  had  not  come  to  hand  before  June  4.  If 
filled,  it  must  be  at  the  new  prices.  A  long  correspondence 
usually  followed.  The  jobber  tried  hard  to  get  the  ware  at 
the  old  price.  Many  letters  passed  between  one  SuUwold  and 
the  defendant  Ahrens.  Ahrens  is  president  of  the  Standard. 
Sullwold  is  head  of  a  Minneapolis  jobbing  house.  He  did 
not  like  the  new  scheme.  Ahrens  tried  to  get  him  to  come 
into  it.  They  wrote  each  other  at  great  length.  They  go  into 
many  details.  Whenever  one  thinks  he  can  make  a  point  on 
the  other,  he  does  so.  Sullwold  repeatedly  says  that  the  ware 
will  cost  the  jobbers  more.  Ahrens  does  not  deny.  Both 
take  it  for  granted.  Wayman  testifies  that  to  stop  "  ruinous 
competition  "  was  one  of  the  purposes  of  the  agreements. 

The  J.  M.  Kohler  Sons  Company  of  Sheboygan,  Wis.,  was 
a  member  of  the  Sanitary  Enameled  Ware  Association. 
Wayman  and  a  number  of  the  defendants  worked  hard  to 
get  it  to  take  a  license.  It  would  not  It  claimed  that  the 
scheme  was  a  price  agreement,  pure  and  simple.  It  said  that 
price  agreements  were  forbidden  by  tiie  laws  of  the  United 
States  and  of  Wisconsin.  One  Bjpoos  is  connected  with  it. 
He  was  a  witness  for  the  government  He  presented  some 
elaborate  calculations  as  to  the  difference  between  the  prices 
his  company  had  been  getting  for  the  ware  and  the  prices 
it  would  have  received  under  the  Wayman  plan.  As  he  fig- 
ured it,  the  latter  were  in  every  instance  greater.  The  dif- 
ference ranged  from  1  to  45  per  cent    Defendants'  counsel 
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say  that  he  did  not  know  what  he  was  talking  about.  Ac- 
cording to  them,  he  did  not  understand  how  the  price  tables 
of  the  defendants  were  to  be  applied.  He,  however,  gave 
the  prices  of  his  own  company  for  the  various  articles  prin- 
cipally dealt  in  by  it  and  the  defendants.  It  would  have  been 
easy  for  the  latter  to  show  what  the  true  comparison  was,  if 
it  had  seemed  to  them  expedient  so  to  do.  It  is,  however, 
not  important  to  determine  whether  Kroos  did  or  did  not  fall 
into  error.  There  is  in  the  record  a  letter  to  the  Standard 
Sanitary  Manufacturing  Company  from  one  of  its  custom- 
ers. It  was  written  shortly  after  the  price  agreements  went 
into  effect  In  it  the  writer  remarks  that,  of  course,  the 
Standard  understood  that  he  could  not  do  much  with  their 
prices  so  long  as  Kohler  continued  to  sell  at  the  prices  it 
was  then  making.  Quite  clearly  the  new  prices  were  mate- 
rially higher  than  Kohler's.  The  record  shows  that  the 
agreements  [181]  were  intended  to  raise  prices,  and  that  they 
did  so.  How  great  the  increase  was  is  not  shown  either  in 
percentages  or  in  dollars  and  cents.  To  have  figured  it  out 
would  have  taken  much  time  and  money.  Very  likely  no 
one  knows  how  much  prices  were  raised.  Each  defendant 
knows  how  much  more  it  took  in  under  the  agreements  than 
it  had  obtained  before.  No  one  of  them  had  any  accurate 
knowledge  as  to  the  gain  made  by  any  one  of  its  fifteen  cor- 
porate co-defendants.  Not  every  one  of  them  would  have 
found  it  easy  to  tell  what  the  precise  percentage  of  increase 
in  the  price  received  by  it  for  each  kind  of  article  had  been. 
Before  the  agreements  went  into  effect,  there  was  no  fixed 
price.  In  every  large  transaction  and  in  many  that  were  not 
lai^  the  price  actuaUy  paid  was  the  outcome  of  a  special 
and  usually  of  a  secret  bargain. 

Not  only  did  the  agreements  raise  prices — they  prevented 
reductions  that  would  otherwise  have  been  made.  The 
market  conditions  in  the  winter  and  spring  of  1910  were 
such  that  prices  left  to  themselves  would  have  gone  still 
lower.  How  rapidly  the  drop  would  have  run  into  money  is 
shown  by  a  statement  of  the  president  of  the  Standard.  He 
was  trying  to  get  the  Kohler  Company  to  take  a  license. 
He  pointed  out  how  good  a  thing  the  scheme  was  from  the 
manufacturer's  standpoint    He  said,  if  it  did  not  go  through. 
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it  would  cost  ibe  Standard's  stockholders  $300,000  in  1910, 
for  in  that  event  he  would  have  to  reduce  prioes.  The  de- 
fendants say  that  prioes  may  be  too  low  for  the  public  good. 
Competition  may  be  carried  far  enough  to  hurt  everybody 
concerned.  It  may  in  the  end  be  the  direct  cause  of  monop- 
oly. Under  its  stress  all  but  the  strongest  producers  may 
go  to  the  wall.  The  government  replies  that,  if  all  the 
makers  of  an  article  of  common  use  combine  to  raise  and 
maintain  prices  and  to  punish  any  one  of  their  number  who 
reduces  them,  all  the  evils  which  to  conmion  experience  of 
mankind  result  from  monopolies  will  surely  follow.  Pos- 
i^bly  both  the  defendants  and  ihe  government  speak  truly. 
It  may  be  that  one  of  the  great  problems  of  the  day  is  to 
find  some  way  of  protecting  the  general  public  against  mo- 
nopolistic combinations  without  compelling  business  men  to 
subject  themselves  and  their  capital  to  all  the  perils  of  un- 
restrained competition.  To  find  its  solution  would  appear 
to  be  the  business  of  the  statesman.  The  defendants  say  the 
courts  may  give  it.  In  their  opinion  makers  and  dealers  may 
combine  to  raise  prices  without  violating  the  Sherman  Act, 
provided  that  the  prices  fixed  by  their  agreement  are  not 
unreasonably  high. 

In  each  particular  case  upon  the  evidence  submitted  the 
courts  must  say  whether  the  prices  asked  are  or  are  not  rea- 
sonable. It  would  not  be  an  easy  task.  Some  standard  of 
reasonableness  would  have  to  be  worked  out  The  factors  to 
be  taken  into  account  would  be  numerous  and  complex.  The 
labor  and  expense  of  finding  out  what  all  the  relevant  facts 
were  would  be  enormous.  After  all  was  done  and  said,  the 
margin  of  doubt  would  usually  remain  large.  If  the  dealers 
were  bound  to  show  affirmatively  that  their  prioes  were  rea- 
sonable, the  government  would  usually  win.  If  the  govern- 
ment had  to  show  that  they  were  unreasonably  high,  it 
would  ordinarily  lose.  In  this  case  the  defendants  assume 
that  the  burden  of  proof  as  to  the  unreasonableness  [182]  of 
their  prices  is  on  the  government.  They  say,  and  say  truly, 
that  the  government  has  neither  shown  nor  attempted  to  show 
that  the  schedule  prices  were  unreasonable.  The  govern- 
ment replies  every  agreement  to  fix  prices  and  to  force  or 
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bribe  makers  or  dealers  to  maintain  them  is  iIlegaL  In  its 
view  there  are  no  circumstanoes  in  this  case  whidi  take  it 
out  of  the  general  rule.  The  presumption  of  law  is  that 
the  prices  which  have  been  made  by  the  free  and  untram- 
meled  trafficking  of  the  market  place  are  the  reasonable 
price&  Any  one  who  interferes  with  the  natural  action  and 
interaction  of  this  bargaining  assumes  the  burden  of  show- 
ing that  what  he  did  was  fair  and  reasonable.  If  such  a 
burden  rests  on  the  defendants,  it  has  not  been  sustained. 
They  had  not  shown  what  capital  they  have  invested  in  the 
business.  They  have  not  told  what  net  prc^t,  if  any,  they 
earned  under  the  old  prices. 

These  opposuag  contenti<ms  raise  questions  of  great  mo- 
ment and  of  exceeding  difficulty.  To  answer  them  wisely 
may  require  going  to  the  very  roots  of  our  conceptions  of 
what  the  relation  of  the  state  to  the  industrial  life  of  its 
people  should  be.  Every  one  has  the  ri^t  to  discuss  them. 
It  may  be  a  duty  to  do  so  at  all  reasonable  times  and  in  all 
proper  places.  This  opinion  is  not  a  proper  place  for  such 
a  discussion.  Some  men  believe  that  price  agreements  should 
be  sustained  by  the  courts,  unless  they  are  shown  to  be 
against  the  public  interest  Others  hold  that  they  may  be 
permitted  only  when  it  is  affirmatively  shown  that  they  pro- 
mote the  public  interest  Still  others  say  that  a  price  agree- 
ment pure  and  simple  is  always  illegal.  That  the  Supreme 
Court  has  declared  the  last  of  the  above-stated  contentions 
to  be  the  law  is  conclusive  here.  Only  a  few  months  ago  it 
said: 

'^Agreements  or  combinations  between  dealers,  having  for  tbelr  eole 
purpose  tbe  destmetion  of  competition  and  the  fixing  of  prices,  are 
injnrioos  to  the  public  interest  and  void."  Dr.  Miles  Medical  Oo.  v. 
John  D.  Park  d  Sons  Co.,  220  U.  S.  408,  31  Sup.  Ot  384,  5($  L.  Ed.  519. 

[2]  At  the  moment  we  are  considering  only  one  question, 
Would  the  agreements  have  violated  the  Sherman  Act  had 
the  dredger  patents  had  no  part  in  them?  They  destroyed 
competition.  They  fixed  prices.  Fen*  that  purpose  they  were 
made.  They  had  no  other.  Defendants  say  that  to  fix  prices 
and  to  destroy  comi>etition  would  have  been  to  their  profit 
and  to  the  public  good.   They  may  not  break  the  law  because 
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thej  think  that  it  will  be  well  to  do  so.  In  view  of  the 
character  of  the  parties,  the  necessary  effect  of  the  agree- 
ments was  clearly  to  restrain  trade  within  the  purview  of 
the  statute.  In  such  case  they  cannot  be  taken  out  of  the 
category  of  the  unlawful  by  general  reasoning  as  to  their 
expediency  or  non-expediency  or  the  wisdom  or  want  of  wis- 
dom of  the  statute  whidi  prohibited  their  being  made. 
When  the  nature  and  character  of  the  contracts  create  a  con- 
clusive presumption  bringing  them  within  the  statute,  such 
a  result  is  not  to  be  disregarded  by  the  courts  by  a  substitu- 
tion of  a  judicial  appreciation  of  what  the  law  ought  to  be 
for  the  plain  judicial  duty  of  enforcing  the  law  as  it  i& 
Standard  OU  Co.  v.  Umted  States,  221  U.  S.  66,  31  Sup.  Ct 
602,  66  L.  Ed.  619. 

[188]  It  follows  from  what  has  been  said  that,  unless 
protected  by  the  terms  or  the  policy  of  the  patent  laws,  the 
agreements  violate  the  Sherman  Act. 

[3]  2.  Did  the  part  played  by  the  patents  make  lawful 
what  was  otherwise  forbidden?  The  ware  is  made  of  cast 
iron.  After  it  has  been  shaped,  it  is  enameled.  Enameling 
involves  two  distinct  processes.  In  each  there  are  several 
steps.  The  ware  is  first  given  what  is  called  the  "  slush  " 
coat.  This  is  enamel  applied  in  liquid  form.  It  is  burnt  on 
the  base  by  the  application  of  intense  heat.  The  article  is 
placed  in  a  furnace.  It  is  raised  to  a  red  heat,  say  1,600  de- 
grees Fahrenheit  or  upwards.  It  is  taken  from  the  furnace. 
While  it  still  glows,  powdered  enamel  is  sprinkled  upon  it. 
It  is  put  back  in  the  furnace.  It  is  again  heated.  When  it 
is  taken  out,  it  usually  is  again  sprinkled  with  the  powder. 
If  so,  it  is  again  reheated  to  fuse  the  enamel  upon  its  surface. 
This  process  may  be  repeated  indefinitely.  Ordinarily  two 
coats  of  the  powder  suffice.  When  the  last  has  been  burnt  on, 
the  ware  is  allowed  to  cool.  It  is  ready  for  finishing,  inspec- 
tion, cleaning,  shipment,  and  sale. 

The  patents  spoken  of  in  this  case  are  for  automatic 
dredgers.  A  dredger  is  used  to  sprinkle  the  powdered  enamel 
on  the  ware.  It  serves  no  other  purpose.  It  is  not  used  in 
making  the  iron,  or  the  ware  out  of  the  iron,  or  the  liquid,  or 
the  powdered  enamel,  nor  in  the  construction,  the  heating,  or 
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operation  of  the  furnace,  nor  in  taking  the  weighty  and  red- 
hot  metal  out  of  the  furnace  and  putting  it  back.  In  the 
doing  of  these  things  many  compositions  of  matter,  machines, 
tools,  appliances,  and  processes  are  employed.  Upon  the  well 
doing  of  every  one  of  them  the  usefulness,  the  attractivenef^s, 
and  the  durability  of  the  ware  depend.  Whether  any  one  of 
them  shall  be  well  or  ill,  cheaply  or  expensively  done,  turns 
in  greater  or  less  degree  upon  the  fitness  and  adaptability  of 
the  compositions,  machines,  tools,  appliances,  and  processes 
used.  Any  patentable  improvement  in  any  one  of  them 
would  bear  the  same  relation  to  the  ware  as  is  borne  by  the 
automatic  dredgers.  There  might  be  differences  of  degree  in 
either  direction.  In  legal  theory  no  distinction  would  be 
possible.  From  this  point  of  view  further  inquiry  into  the 
precise  degree  of  usefulness  of  the  automatic  dredger  in  the 
sprinkling  step  of  the  enameling  process  of  making  the  ware 
might  be  omitted. 

The  question  of  law  will  be,  in  any  event,  whether  the 
owner  of  a  patent  on  one  of  many  tools  used  in  the  making 
of  a  particular  kind  of  unpatented  ware  may  lawfully  make 
such  agreements  with  reference  to  it  as  those  in  the  record. 
This  case  is,  however,  one  of  importance.  In  certain  respects 
it  is  suggested  that  it  is  one  of  the  first  impressions.  It  will 
be  well,  therefore,  to  understand  how  the  enameler  would 
like  to  sprinkle  the  powder,  and  to  what  extent  and  in  what 
way  the  automatic  dredger  helps  him  to  do  it  as  he  would 
He  wants  to  use  little  powder.  It  is  more  or  less  costly. 
The  thinner  the  enamel  coat,  the  better  the  ware  looks  and 
lasts.  The  whole  surface  of  the  article  must  be  covered; 
otherwise  it  will  be  almost  or  altogether  useless.  The  more 
uniform  the  coat  of  enamel  is,  the  more  sightly  and  durable 
it  will  be.  If  little  powder  is  to  fully  cover  the  [184]  entire 
surface,  it  must  be  applied  in  a  finely  divided  form.  Every 
portion  of  the  surface  must  receive  as  nearly  as  may  be  pre- 
cisely the  same  amount  of  powder  as  any  other  portion  of 
like  extent.  The  sprinkling  must  therefore  be  done  with 
great  evenness  and  regularity.  It  must  be  done  quickly. 
The  powder  will  not  attach  itself  firmly  to  the  base,  unless 
fused  upon  it    If  every  minute  portion  of  the  surface  is  to 
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be  covered,  the  powder  must  melt  and  ran  in  liquid  form 
ihe  moment  it  touches  the  article.  The  sprinkling  must  con- 
sequently be  done  and  finished  while  the  iron  remains  hot 
enough  to  liquify  the  enamel  ihe  instant  the  latter  touches 
the  former.  For  this  purpose  a  minimum  temperature  of 
1,200  degrees  Fahrenheit  is  required.  It  is  true  that,  if 
time  does  not  suffice  to  sprinkle  the  powder  over  the  entire 
surface,  the  article  may  be  returned  to  the  furnace  and  re- 
heated. When  taken  out  again,  the  uncovered  portion  may 
be  sprinkled.  A  coat  applied  in  installments  does  not  usu- 
ally look  well  to  an  expert  eye.  It  is  costly.  So  to  put  it 
on  takes  more  time  and  more  fuel.  The  manufacturer  likes 
the  processes  used  in  his  factory  to  be  of  a  kind  easy  for 
the  workman  to  learn  and  to  practice.  Labor  then  costs  less 
both  in  money  and  worry. 

When  makers  of  enameled  ware  first  wanted  to  sprinkle 
powder  on  iron,  they  set  about  doing  it  in  the  way  in  which 
men  had  for  countless  centuries  been  wont  to  sprinkle  powder 
for  other  purposes.  They  took  an  ordinary  sieve,  dredge,  or 
sifter.  It  was  not  unlike  in  size  and  shape  that  with  which 
housewives  had  for  time  out  of  mind  sifted  flour  or  meal. 
The  enameler,  it  was  true,  could  not  handle  his  sifter  as  his 
wife  handled  hers.  He  could  not  stand  beside  the  surface  he 
was  to  cover,  and  with  both  hands  shake  the  dredge  over  it. 
He  could  not  because  that  surface  was  part  of  a  mass  of  red- 
hot  iron.  He  must  stand  back  from  it  Accordingly  a  handle 
was  put  on  the  dredger.  He  could  not  shake  it  as  his  wife 
shook  hers.  Her  only  object  was  to  reduce  the  meal  toa  fine 
powder.  It  made  no  difference  whether  more  of  it  fell  upon 
one  portion  of  her  board  or  pan  than  on  another.  He  must 
sprinkle  his  powder  uniformly.  He  could  not  force  it 
through  the  meshes  by  moving  the  whole  dredger  and  its  con- 
tents more  or  less  briskly  back  and  fro.  He  must  move  it 
regularly  and  in  one  direction.  It  was  not  desirable  to  let  it 
come  back  on  its  own  tracks.  The  enameler  shook  his  sieve 
by  tapping  upon  the  handle  with  a  piece  of  iron.  This  tap- 
ping occupied  one  of  his  hands.  He  had  to  support  and 
guide  the  dredger  with  the  other.  He  had  a  disagreeable 
choice  to  make.    If  he  used  a  dredge  with  a  short  handle,  he 
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had  to  stand  very  near  large  articles  of  glowing  iron.  If  he 
lengthened  the  handle,  the  weight  of  the  dredger  and  its  oon^ 
tents,  at  the  end  of  so  long  a  lever  became  too  great  for  his 
strength.  What  he  in  fact  at  first  did  was  to  use  a  dredger 
with  a  handle  three  or  four  feet  long.  This  brought  him 
very  close  to  the  red-hot  metal.  To  partially  protect  him- 
self from  the  heat  he  wore  asbestos  masks,  gaimtlets,  and 
breast-plates.  Even  so  he  had  an  imcomfortable  job.  The 
heat  was  always  disagreeable.  At  times  it  must  have  been 
trying.  Supporting  the  dredger  with  six  to  eight  pounds  of 
powder  in  it,  and  moving  it  steadily,  firmly,  and  accurately 
over  the  surface,  was  hard  work.  [186]  Continuously  tap- 
ping with  the  other  hand  was  racking  to  the  muscles  and 
nerves,  although  the  force  required  to  give  a  single  tap  was 
doubtless  trifling.  Not  every  man  was  physically  able  to 
handle  a  dredger  under  such  conditions.  Few  men  could 
have  handled  it  for  more  than  a  few  minutes  at  a  time.  They 
did  not  have  to.  Bath-tubs  are  the  largest  articles  usuaUy 
made.  Defendants*  witnesses  say  that,  when  the  short  han- 
dled dredger  was  used,  it  took  on  an  average  about  four  min- 
utes to  coveV  a  bath-tub  with  the  powder.  The  same  witnesses 
tell  us  that  an  expert  enameler  could  enamel  some  11  tubs  in  a 
working  day  of  ten  hours.  Each  tub  ordinarily  was  given  two 
coats  of  the  powdered  enamel.  An  enameler,  therefore,  in  ten 
hours  went  twice  over  each  of  11  tubs;  that  is,  he  sprinkled 
22  coats  in  all.  It  took  him  22  times  four  minutes  to  do  it, 
or  eighty-eight  minutes  in  the  aggregate.  In  the  ordinary 
course  of  his  work  he  handled  the  dredger  for  four  minutes. 
He  did  something  else  for  23,  then  took  another  four-minute 
turn  with  the  dredger,  and  so  on  throughout  the  day.  It 
may  be  that  defendants'  witnesses  have  underestimated  the 
number  of  tubs  formerly  enameled  by  a  good  workman  in  a 
single  day.  Even  so,  the  enameler  used  the  dredger  for  short 
intervals  only.  There  were  relatively  long  intermissions 
when  he  did  not.  If  it  had  been  otherwise,  the  incidents  re- 
lated as  to  the  exhaustion  and  almost  collapse  of  the  work- 
men could  have  been  common  and  typical,  instead  of  being 
occasional  and  altogether  exceptional,  as  they  doubtless  were. 
Had  they  been  ordinary  occurrences,  the  industry  could 
scarcely  have  been  carried  on. 
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Whether  they  were  or  were  not  frequent  is  now  immate* 
riaL  Before  the  first  automatic  dredger  was  invented,  it 
had  ceased  to  be  necessary  for  the  enameler  to  stand  close 
to  the  glowing  metal  or  to  support  the  weight  of  the  dredger 
and  its  contents.  It  had  occurred  to  some  one  that  the  han- 
dle might  be  supported  from  the  ceiling.  It  could  easily 
be  balanced  by  a  counterweight  The  length  of  the  handle 
was  no  longer  limited  by  the  physical  strength  of  the  work- 
man. It  was  made  7  or  8  feet  long.  The  asbestos  armor 
was  discarded,  except  upon  the  arm  and  hand  most  exposed. 
The  enameler  had  no  great  weight  to  support.  One  arm 
could  be  devoted  solely  to  guiding  the  dredger.  The  other 
was  still  necessarily  occupied  in  keeping  up  a  continuous 
tapping.  This  form  of  dredger  had  come  generally,  if  not 
universally,  into  use  before  the  invention  of  the  pneumatic 
dredger  some  twelve  or  thirte^i  years  ago.  In  essence  the 
patented  dredgers  differ  from  the  unpatented  in  one  respect 
only.  In  the  former  the  tapping  is  done  by  madxinery. 
In  their  predecessors  it  was  done  by  hand.  The  handle  of 
the  patented  dredger  is  made  of  hollow  metal.  In  it  a 
plunger  is  fitted.  By  compressed  air  or  by  electricity  the 
plimger  is  made  to  keep  up  a  continuous  and  perfectly  steady 
and  uniform  tapping.  The  workman  by  the  pressure  of  his 
thumb  may  at  his  will  increase  or  decrease  the  frequency  of 
these  tappings^  or  he  may  stop  them  altogether.  The  auto- 
matic dredgers  were  supported  in  the  same  way  as  the  un- 
patented long-handled  dredger  had  been.  The  enameler 
who  works  with  one  can  use  both  hands  to  guide  the  dredger. 
He  has  nothing  else  to  do.  His  work  is  much  simplified,  and 
made  far  easier  and  more  agreeable.  The  use  of  both  [186] 
hands  gives  him  a  better  and  a  surer  control  over  the  motion 
of  the  dredger.  There  is  less  danger  of  his  putting  too  much 
powder  in  one  place  and  too  little  in  anotiiier.  Personally 
he  is  much  more  comfortable.  He  can  work  faster.  At  the 
same  time  he  no  longer  feels  rushed  or  driven.  He  knows 
now  that  he  can  put  one  coat  on  before  the  metal  cools.  Be- 
fore he  was  not  always,  perhaps  not  usually,  sure  that  he 
could.    As  a  rule  his  work  is  now  better  done. 

The  patented  dredger  was  useful  in  other  ways.  It  could 
be  fitted  with  a  finer  mesh.    It  puts  the  powder  on  the  metal 
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in  a  more  finely  divided  fonn.  This,  as  has  been  already 
pointed  out,  is  an  advantage.  So  long  as  the  tapping  was 
done  by  hand,  the  blows  upon  the  handle  would  not  always 
be  hard  enough  to  force  the  powder  through  a  mesh  as  fine 
as  that  which  may  now  be  used.  The  powder  falls  from  an 
automatically  tapped  dredge  with  a  regularity  and  uni- 
formity greater  than  that  which  can  be  given  to  it  by  the 
average  workman.  The  use  of  the  patented  dredgers  may 
or  may  not  save  enameling  powder.  There  is  testimony  both 
ways.  With  such  dredgers  more  work  can  be  done  in  the 
same  time.  Other  things  being  equal,  it  is  probable  that 
ware,  in  the  enameling  of  which  they  have  been  used,  will  on 
the  average  be  somewhat  better  enameled  than  it  would  have 
been  had  hand  dredgers  been  employed. 

The  record  does  not  enable  us  to  tell  in  either  absolute  or 
relative  figures  or  percentages  how  great  is  the  saving  of  time 
or  the  bettering  of  quality.  The  same  number  of  men  in 
the  same  time  now  usually  turn  out  more  work  than  they 
formerly  did.  In  the  attainment  of  this  end  the  patented 
dredger  helps.  Other  things  contribute.  Some,  but  not  all, 
of  these  other  improvements  can  be  used  to  greater  advan- 
tage in  connection  with  the  automatic  than  with  the  hand 
dredges.  How  much  the  use  of  the  patented  dredges  im- 
proves the  quality  is  still  harder  to  figure  out.  Some  men 
with  fine  tools  cannot  do  as  good  work  as  other  men  with 
poor.  The  defendants'  evidence  seems  to  show  that  the  per- 
centage of  ware  of  high  quality  turned  out  depends  much 
more  largely  upon  shop  management  and  efficiency  than  it 
does  upon  the  use  of  one  form  of  dredger  rather  than  an- 
other. One  of  the  defendants'  witnesses  says  that  with  the 
hand  dredge  his  shop  made  95  per  cent  of  second  and  only 
5  per  cent  of  first  class  goods.  With  the  automatic  dredger 
he  gets  25  per  cent  of  seconds  and  75  per  cent  of  firsts.  This 
is  definite  enough.  Another  witness  for  the  same  side,  but 
whose  experience  has  been  had  in  another  factory,  says  that 
with  the  old  hand  dredge  he  made  only  5  per  cent  of  sec- 
onds. By  the  use  of  the  automatic  dredger  he  has  brought 
that  proportion  down  to  1  per  cent.  If  each  of  these  wit- 
nesses is  even  approximately  accurate,  it  follows  that  one  of 
them  with  an  automatic  dredger  made  five  times  as  large  a 
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proportion  of  inferior  goods  as  did  the  other  when  u^ng  a 
hand  dredger. 

All  that  can  be  safely  said  is  that  the  automatic  dredgers 
are  useful  tools.  By  their  use,  all  other  things  being  eqaal, 
ware  can  be  made  more  cheaply  and  on  the  whole  of  a  some- 
what better  average  quality.  No  one  claims  that  he  can  tell 
by  inspection  of  a  completed  article  whether  the  enameling 
powder  was  sprinkled  upon  it  with  a  hand  or  [187]  an  auto- 
matic dredger.  Some  of  the  witnesses  think  that,  if  they  were 
shown  two  considerable  lots  of  the  ware  in  the  enameling 
of  one  of  which  one  kind  of  dredger  had  been  exclusively 
used  and  in  that  of  the  other  another  kind,  they  could  say 
upon  which  the  powder  had  been  shaken  from  a  hand 
dredger,  and  upon  which  from  an  automatic  dredger.  It 
does  not  appear  that  the  experiment  ever  has  been  tried.  It 
is  quite  probable,  nevertheless,  that  the  distinction  could  fre- 
quently be  made  with  reasonable  accuracy,  provided  that  the 
two  lots  had  both  been  made  in  the  same  shop  by  the  same 
men  and  under  otherwise  like  (a>nditions,  except  as  to  the 
dredger  used.  The  difference  of  results  attained  in  differ- 
ent shops  as  shown  by  the  record,  and  the  further  fact  that, 
as  soon  as  the  operation  of  the  price  restrictions  was  sus- 
pended, some  of  the  defendants,  although  using  the  auto- 
matic dredger  exclusively,  put  large  quantities  of  seconds 
on  the  market,  seem  to  show  diat  it  is  unlikely  that  any  one 
could  tell  upon  which  of  two  lots  of  the  ware  made  in  differ- 
ent shops  or  in  the  same  shop  under  different  conditions  the 
hand  dredger  had  been  used  and  upon  which  the  automatic. 

It  follows  that  there  is  no  respect  in  which  every  tub  in 
the  enameling  of  which  an  automatic  dredger  has  been  used 
differs  from  every  tub  in  the  enameling  of  which  the  hand 
dredger  has  been  employed.  Whether  the  ware  shall  be  well 
or  ill  made,  whether  it  shall  be  durable  or  the  reverse,  whether 
it  shall  be  sightly  or  unsightly,  depends  upon  many  circum- 
stances of  which  the  kind  of  dredger  used  to  sprinkle  the 
powder  is  only  one,  and  probably  not  the  most  important 
Much  turns  on  the  composition  of  the  enamel.  Each  fac- 
tory makes  it  according  to  its  own  formula,  which  it  tries  to 
keep  secret.  Perhaps  none  of  the  powders  in  use  give  com- 
plete satisfaction.    Experiments  for  their  bettering  are  con- 
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tinually  being  made.  How  oontroUing  a  part  the  ocmipoa* 
tion  of  the  powder  playe  is  shown  by  the  account  given  by 
one  of  defendants'  witnesses  of  the  disastrous  results  upon 
the  ware  of  an  experimental  change  in  the  powder  made  sinoe 
the  first  of  the  present  year  by  one  factory.  The  liquid 
enamel  or  slush  coat  must  be  properly  made  and  fittingly  ap- 
plied. The  furnaces  must  be  adapted  to  the  work  to  be  done 
by  them.  The  appliances  for  putting  the  ware  into  the  fur- 
nace and  for  taking  it  out  again  must  be  constructed,  so  that 
with  little  consumption  of  time  and  labor  the  work  will  be 
done  without  damaging  the  delicate  enamel  not  yet  firmly 
fused  upon  its  base.  The  castings  must  be  well  made  and  of 
the  right  kind  of  metal.  It  is  quite  possible  that  a  new 
tool,  appliance,  or  process  may  be  invented  for  the  better 
doing  of  any  one  of  them.  Its  use  may  improve  the  aver- 
age quality  or  cheapen  the  average  cost  of  the  ware,  or  both. 
Every  such  an  inventor,  if  he  obtained  a  patent  for  his  in- 
vention, would  be  as  much  entitled  as  Wayman  to  say  at  what 
price  and  upon  what  terms  men  might  deal  in  the  finished 
article  in  some  stage  of  the  making  of  whidi  his  invention 
had  been  used. 

Defendants  say  that  while  it  is  true  that  the  automatic 
dredger  is  a  mere  tool,  used  in  only  one  operation  of  a  num- 
ber required  for  the  making  of  the  ware,  and  while  it  is  con- 
ceded that  merchantable  ware  can  be  made  without  its  use, 
still  the  advantages  of  using  it  are  so  [188]  great  that  as  a 
commercial  proposition  the  ware  cannot  be  made  without  it 
It  is  unnecessary  to  consider  what  legal  consequences,  if  any, 
would  follow  if  the  record  sustained  this  claim.  It  does  not 
It  is  true  certain  witnesses  say  that  in  their  judgment  the  au- 
tomatic dredgers  have  become  necessities  for  the  manufac- 
ture of  the  ware, for  commercial  purposes.  The  record  con- 
clusively demonstrates  that  they  are  mistaken.  Such  con- 
cerns as  the  J.  M.  Kohler  Sons  Company  and  the  Iron  City 
Sanitary  Manufacturing  Company  have  no  rights  under  any 
of  the  patents.  There  is  no  evidence  of  their  having  in- 
fringed them.  They  nuLkB  and  seU  the  ware  in  large  quaB 
tities  in  competition  with  the  licensed  manufacturers.  Mc^^ 
over,  if  the  experience  of  the  ocmoems  which  had  the  r' 
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to  use  th^  pateiited  dredger  had  convinoed  them  that  the 
ware  coald  not  without  their  use  be  made  good  enough  and 
cheap  enough  to  be  sold  in  competition  with  them,  it  is  not 
oonceiTable  that  they  should  have  gone  to  all  the  trouble 
they  did  to  induce  those  two  concerns  to  take  licenses.  Ac- 
cording to  the  defendants'  present  theory,  the  refusal  to  do 
so  was  tantamount  to  commercial  suicide.  If  factories  with- 
out licenses  could  not  make  ware  which  could  be  sold  in  com- 
petition with  that  made  by  those  who  had  licenses,  the  fewer 
who  had  licenses  the  better  for  those  who  had. 

The  ware  is  absolutely  unpatented.  Any  one  may  sell  it 
as  freely  as  he  may  a  loaf  of  bread.  No  one  can  tell  by  look- 
ing at  a  bath-tub  whether  enameled  powder  has  been  sprin- 
kled upon  it  by  a  patent  dredger  any  more  than  any  one  who 
eats  a  loaf  of  bread  can  tell  whether  it  has  been  baked  in 
an  oven  with  a  patented  grate,  or  who  lights  a  kerosene  lamp 
can  tell  whether  in  the  process  of  refining  a  patented  tool 
has  been  used,  or  by  taking  a  pinch  of  snuff  can  be  sure  that 
there  was  or  not  a  patented  mill  used  in  grinding  the  tobacco. 

If  agteemente  in  this  case  are  not  violations  of  the  Sher- 
man Act,  similar  agreements  among  all  the  bakers  of  bread, 
the  refiners  of  petroleum,  the  grinders  of  snuff  will  be  legal, 
provided  that  somewhere  in  the  process  of  making  the  bread, 
refining  the  petroleum,  or  grinding  the  snuff  a  patented  tool 
has  been  used.  The  issue  is  important.  It  cuts  deep.  The 
record  squarely  presente  it.  It  must  be  passed  upon.  The 
defendants  say  they  have  broken  no  law,  even  if  all  that  has 
thus  far  been  said  herein  be  true.  They  rely  upon  what  they 
understand  to  have  been  decided  by  the  Circuit  Court  of 
Appeals  of  the  Seventh  Circuit  in  the  case  of  Rubber  Tire 
Wheel  Go.  v.  Milwaukee  R.  W.  Co.,  154  Fed.  358,  88  C.  C.  A. 
386.  There  the  court  said  that  no  one  can  use  a  patented  arti- 
cle without  the  consent  of  the  patentee.  He  may  fix  his  own 
conditions.    It  adds: 

"Whatever  the  terms  the  courts  wUl  enforce  them  provided  only 
that  the  licensee  is  not  thereby  required  to  violate  some  law  outside 
:jrf  the  patent  laws,  like  the  doing  of  murder  or  arson." 

^Jhe  defendants  ask:  ** Is  not  the  legal  title  to  the  dredger 
t^pits  in  Wayman?  '*  "  May  any  use  the  autcwnatic  dredg- 
plete  ah^^*  ^  consent?  *'  "  May  he  not  make  what  terms  he 
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frill  for  his  license  to  use  than? "  ^  Will  not  the  courts 
enforce  those  terms,  provided  they  do  not  call  for  the  viola- 
tion of  some  law  outside  the  patent  law,  like  murder  or 
arson  t "  ^  Have  the  defendants  committed  murder  or  arson 
[189]  or  anytiiing  like  either?  "  Making  a  price  agreement 
differs  widely  in  many  fundamental  respects  from  either  mur- 
der or  arson.  The  difference  is  so  profound  tiiat  it  can  be 
easier  felt  than  accurately  defined.  It  is  not  to  be  found  in 
the  circumstauce  that  almost  all  raoes  of  men  have  for  count- 
less centuries  felt  that  murder  and  arson  were  highly  immoral 
acts.  It  would  not  be  difficult  from  the  text  of  the  criminal 
codes  of  many  different  peoples  at  widely  separated  periods 
of  the  world's  history,  and  from  the  writings  and  sayings  of 
ethical  and  religious  teachers  of  divers  creeds  and  races,  to 
argue  that  for  some  thousands  of  years  the  vast  majority  of 
mankind  has  felt  that  it  was  also  immoral  to  make  a  combi- 
nation for  the  purpose  of  raising  the  prices  of  things  of  gen- 
eral use.  At  all  times  there  has  been  a  minority  of  shrewd 
and  able  men  who  have  believed  that  such  combinations  were 
merely  the  reasonable  exercise  of  superior  sagacity  and  fore- 
sight. There  never  has  been  a  time  when  most  men,  how- 
ever much  they  disliked  price  agreements  in  things  they 
bought,  but  did  not  sell,  were  not  able  to  persuade  themselves 
that  there  was  nothing  wrong  in  agreeing  to  keep  up  the 
prices  of  things  they  sold,  but  did  not  buy.  It  is  not  for  us 
to  say  what  the  true  ethical  relation  of  the  monopolist  to  the 
community  in  which  he  lives  is.  In  this  country  those  who 
believe  that  he  is  a  dangerous  wrong-doer  have  in  lawful 
manner  written  their  convictions  upon  the  statute  book. 
The  Sherman  Act  fcMrbids  restraint  of  interstate  trade  and 
attempts  to  monopolize  it.  He  who  does  either  may  be  pun- 
ished, and  that,  too,  in  a  way  which  the  Legislature  seldom 
directs,  unless  the  thing  forbidden  is  felt  by  the  majority 
of  the  people  to  be  unethical  if  not  highly  immoral.  The 
use  by  the  Circuit  Court  of  Appeals  of  the  Seventh  Circuit 
of  murder  and  arson  as  illustrations  of  breaches  of  law 
which  a  patentee  had  no  greater  immunity  to  commit  than 
had  any  other  man  was  accurate,  natural,  and  striking.  At 
a  glanee,  eveiy  one  could  see  that  a  patentee  could  not  law- 
fully require  his  licensee  to  commit  either.    Unfortunately 
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some  people  have  persuaded  thamselves  that  those  illus- 
trations  were  intended  as  limiting  the  violaticMis  of  law  which 
a  patentee  could  not  require  to  crimes  which  the  ordinary 
man  feels  to  be  of  the  same  general  type  as  murder  and 
arson.    Such,  of  course,  was  not  the  intention  of  the  court. 

A  patentee  may  not  require  his  licensee  to  sell  a  patented 
oil  which  flashes  below  the  minimum  temperature  prescribed 
by  state  law.  Patterson  v.  Kentucky^  97  U.  S,  501,  24  L.  Ed. 
1115.  He  may  not  authorize  his  licensee  to  prescribe  and  sell 
his  patented  medicine  in  a  state  which  requires  of  all  who 
write  prescriptions  that  they  shall  have  qualUGications  not 
possessed  by  the  licensee.  Jordan  v.  Overseers  of  Dayton^  4 
Ohio,  295.  Selling  oil  with  a  low  flashing  point  or  prescrib- 
ing patent  medicine  without  having  a  state  license  to  practice 
medicine  would  no  more  strike  the  average  man  as  akin  to 
murder  or  arson  than  would  a  combination  to  fix  prices.  In 
one  respect  they  are  like  murder  and  arson.  They  are  viola- 
tions of  law  outside  the  patent  laws.  So  is  a  combination  in 
restraint  of  trade.  What  the  court  meant  was  what  the  court 
said — a  patentee  cannot  require  his  licensee  to  violate  a  law 
outside  of  the  patent  law.  Murder  and  arson  are  out- [190] 
side  the  patent  law.  Every  obligation  which  a  patentee  at- 
tempts to  impose  upon  his  licensee  to  break  any  law  outside 
of  the  patent  law  is  in  that  respect  like  a  requirement  to  com- 
mit murder  or  arson.  In  the  nature  of  things  such  must  be 
the  law.  A  patentee  is  as  much  subject  to  the  laws  of  the 
land  as  is  any  other  man.  From  one  special  application  of 
one  class  of  laws  he  is  exempt.  At  common  law  and  by 
statute  monopolies  are  unlawful.  At  common  law  and  by 
statute  a  man  who  invented  a  new  and  useful  thing  might  be 
given  a  right  which  would  enable  him  for  a  limited  time 
effectually  to  monopolize  it.  The  courts  have  said  that  this 
right  to  monopolize  what  he  inv;pnted  cannot  be  taken  from  a 
patentee  by  state  laws.  They  say  it  has  not  been  taken  away 
by  Congress.  All  men  know  that  Congress  never  intended 
when  it  passed  the  Sherman  Act  to  change  the  patent  law. 
It  did  not  do  so. 

[4]  The  patentee  may,  in  spite  of  that  law,  monopolize 
for  tlie  term  of  his  patent  the  <Mng  which  he  or  hia  asai^ior 
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iDveoatod.  Keithor  at  oomin<m  law  nor  in  this  oonntry  by 
statute  has  he  ever  had  a  right  to  monopolize  anything  else. 
As  to  everything  not  validly  claimed  in  his  patent  he  is  as 
other  men.  If  by  tiie  common  law  or  the  statutes  of  the 
state  or  by  the  enactments  of  Congress  men  are  forbidden  to 
restrain  trade  or  to  monopolize  it,  a  patentee  may  not  restrain 
trade  or  attempt  to  monopolize  it  in  anything  except  that 
which  is  covered  by  his  patent. 

[8]  A  patent  is  a  grant  of  a  right  to  exclude  all  others 
from  making,  using,  or  selling  the  invention  covered  by  it 
It  does  not  give  a  right  to  the  patentee  to  sell  indulgences  to 
violate  the  law  of  the  land,  be  it  the  Sherman  Act  or  another. 
The  right  to  exclude  others  is  the  property  of  the  patentee. 
It  is  his  very  own.  He  may  do  with  it  as  he  will.  A  very 
rich  man  may  have  $100,000,000  of  cash.  It  is  his  property. 
It  is  his  very  own.  He  may  do  with  it  as  he  will.  Neither 
one  of  th^n  can  use  his  property  to  bring  about  a  violation 
of  law. ,  A  patentee  who  monopolizes  his  invention  breaks  no 
law.  He  who  uses  his  property  right  to  exclude  others  from 
the  making,  selling,  or  using  his  invention,  for  the  purpose 
and  with  the  effect  of  making  a  combination  to  restrain 
trade  in  something  from  which  his  patent  gives  him  no 
right  to  exclude  others,  does  break  the  law.  He  breaks  it  pre- 
cisely as  the  individual  defendants  in  the  Standard  Oil  and 
American  Tobacco  Companies  broke  it.  They  had  the  same 
right  to  use  their  brains,  their  capital,  and  their  credit  as 
they  thought  best,  as  he  had  to  use  his  right  to  exclude  all 
others  from  making,  using,  or  selling  automatic  dredgers. 
He  was  subject  to  the  same  limitations  as  they  were.  They 
could  not  lawfully  use  their  brains,  their  money,  and  their 
credit  to  restrain  trade  in  petroleum  and  tobacco.  He  can- 
not use  his  patent  rights  to  restrain  trade  in  unpatented  bath 
tubs. 

The  defendants  have  pressed  upon  our  attention  many 
cases  in  the  Circuit  Courts  and  in  the  Circuit  Courts  of  Ap- 
peal. Many  of  them  have  upheld  the  right  of  a  patentee  to  fix 
the  price  below  which  a  purchaser  from  him  of  patented  arti- 
dee  may  not  sell  those  articles.  In  some  of  these  cases  it  has 
been  held  that  one  who  sells  at  a  lower  price  thereby  becomes 
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an  infringer,  and  that  the  federal  courts  have  [191]  juris- 
diction of  a  suit  brought  against  him  on  account  of  such  sale, 
irrespectiye  of  the  amount  in  oontroyereiy  or  the  citizenship 
of  the  parties.  Edison  Phonffraph  Co.  v.  Kaufmami  (C.  G.) 
105  Fed.  960;  Eddsan  Phonograph  Co.  v.  Pike  (C.  C.)  116 
Fed.  863;  Victor  Talking  Machine  Go.  v.  The  Fair,  123  Fed. 
424,  61  C.  C.  A.  68;  National  Phonograph  Co.  v.  Schlegel, 
128  Fed.  788,  64  C.  C.  A.  694;  New  Jersey  Patent  Oo.  v. 
Schaefer  (C.  C.)  144  Fed.  437;  Id  (C.  C.)  159  Fed.  171; 
Rubber  Tire  Wheel  Co.  v,  Milwaukee  R.  Co.,  154  Fed.  368, 
88  C.  C.  A.  336;  Goshen  Rubber  Works  y.  Single  Tube  A. 
dk  H.  Tire  Co.,  166  Fed.  481,  92  C.  C.  A.  188.  The  Supreme 
Court  has  in  seyeral  reoent  cases  expressly  said  that  it  was 
not  to  be  understood  as  expressing  any  opinion  as  to  whether 
such  restrictions  when  applied  to  patented  articles  were  or 
were  not  valid.  Dr.  MUes  Medical  Co.  v.  John  D.  Park  db 
Sons  Co.,  220  U.  S.  873,  81  Sup.  Ct  876,  66  L.  Ed.  502; 
Bobbs-MerrUl  Co.  v.  Straus,  210  U.  S.  889,  28  Sup.  Ct  722, 
52  L.  Ed.  1086.  Wayman  did  not  sell  patented  dredgers  on 
condition  that  the  purchasers  should  not  resell  them  below 
a  fixed  price.  The  question  of  whether  such  restrictions 
upon  the  sale  of  patented  articles  are  valid  is  not  before  us. 
We  neither  decide  it  nor  intimate  any  opinion  upon  it 

In  a  number  of  cases  the  owner  of  a  machine  patent'  has 
licensed  others  to  use  the  machine  on  condition  that  they 
would  buy  certain  unpatented  things  upon  which  the  ma- 
chine operated  exclusively  from  the  patentee.  Those  condi- 
tions have  been  held  valid  by  a  number  of  courts.  Persons 
who  with  knowledge  of  the  terms  of  the  license  have  sold  to 
the  licensee  some  of  the  unpatented  things  to  be  used  on  the 
patented  machine  have  been  held  liable  for  ccmtributory  in* 
fringement  Beaton  Peninsular  Button  Fastening .  Co.  v. 
Eureka  Specialty  Co.,  77  Fed.  288,  25  C.  C.  A.  267,  35  L.  R. 
A.  728;  Rupp,  WUtgenfdd  Co.  v.  EUiott,  181  Fed.  780,  65 
C.  C.  A.  544;  A.  B.  Dick  Co.  v.  Henry  (O.  C.)  149  Fed.  424; 
^oliun  Co.  V.  Harry  H.  Juelg  Co.,  156  Fed,  119,  86  C-  C.  A. 
205;  Crown  Cork  dk  Seal  Co.  v.  Brooklyn  Bottle  Stopper 
Co.  (C.  C.)  172  Fed.  225;  Crown  Cork  dh  Seal  Co.  v.  Stand- 
ard  Brewery  (C  C.)  174  Fed.  2(^    In  the  case  of  Cortdyou 
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r.  Johnson^  145  Fed.  988,  the  majority  of  the  Circuit  Court 
of  Appeals  for  the  Second  Circoii  declined  to  hold  that  a 
third  person  who  with  knowledge  of  the  restriction  sold  to 
a  licensee  ordinary  articles  of  commerce  to  be  used  upon  the 
licensed  machine  was  a  contributory  infringer.  All  the 
judges  held  that  in  the  particular  case  there  was  not  sufficient 
evidence  that  die  defendant  made  the  sale  with  knowledge  as 
to  the  terms  of  the  license,  and  the  use  to  be  made  of  the  ink. 
The  Supreme  Court  affirmed  the  decision  below  on  the 
ground  of  want  of  sufficient  evidence  of  notice.  It  expressly 
refused  to  express  any  opinion  as  to  whether  the  defendant 
could  have  been  held  had  notice  been  ^own.  Cartelyou  v. 
Johnson,  207  U.  S.  196,  28  Sup.  Ct.  105,  52  L.  Ed.  167.  A 
patentee  may  or  may  not  be  entitled  to  obtain  his  pay  for 
his  patented  machine  in  whole  or  in  part  by  stipulating  that 
he  shall  have  the  sole  right  to  furnish  material  to  be  used 
with  it.  We  express  no  opinion  upon  the  question.  It  would 
have  been  presented  in  this  case  had  Wayman  bargained  with 
the  corporate  [IW]  defendants  that  they  should  buy  all  their 
enameling  powder  from  him.  Such  a  bargain  would  have 
been  a  very  different  one  from  that  now  before  us. '  The  pur- 
poses aimed  at  by  such  a  bargain,  the  relations  among  the  de- 
fendants, and  between  them  and  the  public  would  have  all 
been  unlike  those  shown  in  the  record. 

What  has  been  said  is  sufficient  for  the  determination  of 
this  case.  The  ware  is  not  patented.  The  agreements  or 
licenses  attempt  to  fix  the  price  of  unpatented  ware  and  to 
monopolize  the  trade  in  it.  The  fact  that  Wayman  had  a 
patent  on  something  else,  even  though  it  was  a  tool  used 
in  one  step  of  the  making  of  the  ware,  gives  neither  him 
nor  his  licensees  the  right  to  restrain  interstate  trade  in  the 
ware.  The  ownership  of  a  patent  for  a  tool  by  which  old, 
well-known,  and  unpatented  articles  of  general  use  can  be 
more  cheaply  made  gives  no  right  to  combine  the  makers 
and  dealers  in  the  unpatented  articles  in  an  i^rtoment  t6 
make  the  public  pay  more  for  it.  The  first  and  second  sec- 
tions of  the  Sherman  Act,  "  when  taken  together,  embraced 
eveiy  conceivable  act  which  could  possibly  come  within  the 
spiait  or  purpose  of  the  prohibiti<ms  of  the  law  without  re- 
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gard  to  the  ^rb  in  whidi  such  acts  were  dothed.  ^  ^  ^ 
In  view  of  the  general  language  of  the  statute  and  of  Hit 
public  policy  which  it  manifested,  there  was  no  possibility 
of  frustrating  that  policy  by  resorting  to  any  disguise  or 
subterfuge  of  form,  since  resort  to  reason  rendered  it  im- 
possible to  escape  by  any  indirectiim  the  prohibitions  of  the 
statute."  United  States  v.  American  Tebaooo  Go.^  221  U.  S. 
181,  31  Sup.  Ct  648,  55  L.  Ed.  694.  In  what  has  been  said 
it  has  been  assumed  that  Wayman  was  the  real  and  substan- 
tial owner  of  the  patents.  That  scheme  was  his.  That  his 
purpose  was  merely  to  make  money  for  himself  by  sdling  to 
the  corporate  defendants  indulgences  to  sin  against  the 
Sherman  Act. 

The  government  contends  that  this  was  not  the  real  situa- 
tion. In  its  view  there  is  nothing  before  the  court  except 
an  ordinary  combination  to  raise  and  maintain  wholesale 
and  retail  prices  and  to  force  all  the  makers  and  dealers  in 
the  country  into  it.  Wayman,  it  says,  was  nothing  more 
than  the  ordinary  promoter.  The  patents  served  the  purpose 
of  the  certificate  of  incorporation  from  New  Jersey  or  Dela- 
ware used  when  the  combination  became  a  consolidation. 
We  have  not  discussed  this  branch  of  the  case.  We  will  not 
We  refrain  from  doing  so  not  because  it  would  not  be  perti- 
nent It  would.  Ordinarily  it  would  receive  full  considera- 
ati(m.  Unusual  circumstances  shown  by  the  record  make  it 
inexpedient  and  even  improper  to  do  so,  if  the  case  can  be 
disposed  of  without  commenting  upon  that  aspect  of  it 

[6]  Some  months  after  these  proceedings  were  begun  the 
grand  jury  of  the  United  States  for  the  Eastern  District  of 
Michigan  returned  indictments  against  many  of  the  defend- 
ants. They  were  charged  with  violating  the  Sherman  Law. 
The  acts  alleged  against  them  there  are  the  same  which  are 
made  the  ground  of  the  equitable  relief  here  asked  for.  The 
defendants  have  moved  that  further  proceedings  herein  be 
put  off  until  the  criminal  case  has  been  finally  di^osed  of, 
and  that  the  taking  of  testimony  be  then  re-opened.  It  is 
urged  that  the  individual  defendants  should  in  justice  to 
themselves  [193]  testify  fully  and  freely.  It  is  said  that  this 
they  dare  not  now  do.    They  fear  that  something  to  whicfa 
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thflj  swear  in  the  civil  proceeding  may  be  used  in  the  crimi- 
nal to  their  hurt  This  motion  we  cannot  grant.  The  Sher- 
man Act  provides  for  both  civil  and  criminal  proceedings. 
The  Attorney  General  must  decide  whether  and  when  either 
or  both  shall  be  brought  To  postpone  finding  an  indict- 
ment  until  after  a  petition  for  an  injunction  had  upon  final 
hearing  been  granted  or  dismissed  would  be  frequently,  if 
not  usually,  to  wait  until  after  the  period  of  limitations  had 
expired.  To  refuse  to  decide  the  equity  cause  so  long  as  the 
criminal  charge  had  not  been  finally  disposed  of  might  leave 
the  public  to  suffer  for  years  from  what  the  Attorney  General 
believed  to  be  a  harmful  interference  with  its  rights  and 
interests.  The  courts  cannot,  unless  in  exceptional  cases,  say 
that  either  must  wait  upon  the  other.  A  court  of  equity  has 
a  wide  discretioiL  There  may  be  circumstances  which  would 
justify  its  refusal  finally  to  act  until  after  the  indictments 
had  been  tried.  In  our  view  such  cinnunstanoes  are  not 
found  here.  The  fact  that  many  of  the  defendants  are  now 
under  indictment  makes  it  our  duty  to  be  careful  not  to  say 
anything  which  might  be  used  either  to  their  prejudice  or  to 
that  of  the  government  in  the  impending  criminal  trial. 
Sraie  minor  questions  affedii^  particular  defendants  are 
to  be  passed  upon. 

[6]  The  Colwell  Lead  CkMnpany  says  it  is  not  engaged  in 
interstate  commerce.  In  our  view  it  is.  It  makes  its  ware 
in  New  Jersey.  It  sends  it  to  ware-rocoois  in  New  York  City 
and  in  Woreester,  Mass*,  and  there  sells  it  Its  trade  extends 
over  aerveral  states.  It  alleges  that  it  had  no  part  in  any  of 
the  negotiations  leading  up  to  the  formation  of  the  scheme, 
that  it  did  not  execute  a  license  agreement  until  some  three 
weeks  after  the  other  corporate  defendants,  and  that,  then, 
it  refused  to  bind  itself  to  charge  the  resale  prices.  It  was 
consulted  through  its  president  some  time  before  any  of  the 
agreements  were  actually  entered  into  or  before  their  precise 
terms  were  definitely  settled.  He  then  gave  a  general  ap^ 
proval  of  the  plan.  Neith^  he  nor  it  appear  to  have  done 
anything  further  until  after  the  others  had  signed  up. 

Some  months  before  the  Standard  Sanitary  Manufactur- 
ing C!ompany,  which  until  May  4,  1910,  owned  the  basic 


Digitized  by  VjOOQIC 


426  191  FBniBAL  BBPOiBTBBy  IM. 

OpIiiSon  of  tlie  Court 

automatie  patent,  had  given  the  ColweU  Company  a  rev- 
ocable license  to  use  the  dredger.  The  latter  wanted  Way* 
man  to  renew  the  license.  It  apparently  did  not  want  it 
badly  enough  to  be  willing  to  bind  itself  to  charge  the  uni- 
form resale  prices  of  the  New  York  City  plumbers  to  whom 
it  sold  a  large  part  of  the  ware.  Wayman  finally  agreed  in 
writing  that,  if  it  would  take  a  license,  he  would  try  to  get 
from  the  commission  of  the  oorporate  defendants  leave  to 
cut  these  prices  whenever  it  found  that  maintaining  them 
would  seriously  handicap  it  If  the  commission  would  not  let 
the  Colwall  Lead  Company  do  so,  the  latter  on  10  days' 
notice  could  terminate  the  agreement  It  would  appear  that 
it  became  a  party  to  the  combination  to  an  extent  sufficient 
to  entitle  the  government  to  injunctive  relief  against  it 

[194]  [7]  The  evidence  shows  that  two  of  the  individual 
defendants,  namely,  Bert  O.  Tilden  and  George  W.  Franz- 
heim,  secretaries  of  the  Colwell  Lead  and  the  Wheeling 
Enameled  Iron  Companies,  respectively,  had  no  part  in 
foiTning  the  combination.  They  did  not  do  anything  in  can* 
nection  with  it,  except  to  attest  in  their  official  characters 
papers  executed  by  their  corporations.  As  to  them  the  peti- 
tion should  be  dismissed.  A^fainst  the  other  defendants,  cor- 
porate and  individual  the  government  is  entitled  to  injunc- 
tive relief  substantially  as  prayed  for.  In  view  of  the  pend- 
ency of  the  criminal  case,  all  characterization  of  what  the  de- 
fendants have  done  not  necessary  to  the  effectiveness  of  the 
decree  should  be  omitted  irom  it  The  government  may  sub- 
mit a  draft  of  a  decree  to  the  counsd  for  the  defendants.  If 
an  agreement  cannot  be  speedily  had,  we  will  upon  applica- 
tion fix  an  early  day  for  its  settlement 

'  GoFF,  Circuit  Judge  (dissenting). 

I  cannot  assent  to  the  conclusion  reached  by  the  court  in 
this  opinion.  The  facts  established  by  the  testimony,  con- 
sidered in  the  light  of  the  law  applicable  thereto,  compel  me 
to  conclude  that  the  allegations  of  the  petition  have  not  been 
sustained* 
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8TEEKS  ET  AL.  v.  UNITED  STATES. 

(Circuit  Court  of  Appeals,  Sixth  Circuit    December  5,  1911.) 
[192  Fed.  Rep.,  1.] 

Grand  Jxtry  (I  10) — SsuBcrtoN  of  Jurors — Federal  Coxjbts. — ^In 
drawing  a  special  grand  Jury  in  a  Federal  Circuit  Court  In  Ken- 
tucky, the  clerk,  for  the  purpose  of  distributing  the  Jurors  as  evenly 
as  possible  between  the  several  counties  from  which  they  were 
drawn,  followed  the  method  of  rejecting  the  names  of  all  Jurors 
drawn  who  resided  in  a  particular  county  after  the  desired  number 
from  such  county  had  been  drawn,  continuing  the  drawing  until 
the  desired  number  had  been  drawn  from  each  county.  By  Rev. 
St.  §§  802,  805  (U.  S.  Comp.  St.  1901,  pp.  625,  626),  it  is  provided 
that  Jurors  shall  be  returned  from  such  parts  of  the  district  as  the 
court  shall  direct  so  as  to  be  most  favorable  to  an  impartial  trial, 
and  that  special  Juries  when  ordered  shall  be  returned  in  the  same 
manner  and  form  as  is  required  by  the  laws  of  the  State.  Ky.  St. 
S  2243  (Russell's  St.  S  3066),  provides  for  the  drawing  of  Juries  in 
the  State  court  by  the  Judge.  Held,  that  the  mode  pursued  by  the 
clerk  was,  at  most,  irregular,  and  not  prejudicial,  and  not  such  a 
plain  error  as  would  be  noticed  by  the  Circuit  Court  of  Appeals  in 
the  absence  of  an  assignment  of  error  thereon.* 

[Ed.  Note.— For  other  cases,  see  Grand  Jury,  Cent  Dig.  S  27; 
Dec.  Dig.  S  10.] 

(.'OMMERCB  (§  33)— What  CoNsnTtms  "  Interstais  Coicioebob."— 
A  single  shipment  of  a  conmiodity,  as  tobacco,  flrom  one  State  into 
another  to  be  marketed,  constitutes  Interstate  trade  and  commerce, 
within  the  meaning  of  Anti-Trust  Act  July  2,  1690,  e.  647,  f  1»  26 
Stat.  209  (U.  S.  Comp.  St  1901,  p.  8900). 
[Bkl.  Note. — For  other  cases,  see  Commerce,  Dec.  Dig.  I  88. 
For  other  definitions,  see  Words  and  Phrases,  vol.  4,  pp.  3724- 
3781.] 

Monopolies  (I  12) — Federal  Aim-TRUsr  Act — ^Illegal  Restraint 
OF  Interstate  Trade. — ^A  direct  and  absolute  restraint  upon  inter- 
state trade  and  commerce  bearing  no  reasonable  relation  to  lawful 
means  of  accomplishing  lawful  ends  Is  not  relieved  from  criminal 
Illegality  under  the  Anti-Trust  Act  July  2,  1800,  c  647,  I  1,  26 
Stat.  209  (U.  S.  Comp.  St.  1901,  p.  8200),  because  the  volume  of 
traffic  affected  was  small. 

[Bd.  Note. — ^For  other  cases,  see  Monopolies,  Dec.  Dig.  S  12.] 


•  Syllabus  copyrighted,  1912i  by  West  Publishing  Company. 
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[2]    MONOFOUBS    (f   81)— FKUBBAI.   AxmrTBVBS   A€t^--C0H8nSACT   nff 

Rkstbaint  of  Tradb— Indictment. — An  indictment  for  conspiracy 
to  restrain  interstate  commerce  In  violation  of  Anti-Tmst  Act  July 
2.  1890,  c.  647,  8  1,  26  Stat.  200  (U.  S.  CJomp.  St  1901,  p.  3200), 
considered,  and  held  sufficient 

[Ed.  Note. — For  otlier  cases,  see  Monopolies,  Dec.  Dig  I  81.] 
Criminal  Law    (§  1043) — ^Trial — Objeciion  to  Admission  of  Evx- 
DBNCE. — ^A  general  objection  to  the  admission  of  evidence  for  which 
no  ground  is  stated  will  not  support  an  assignment  of  error  In  a 
Federal  court. 

[Ed.  Note. — ^For  other  cases,  see  Criminal  Law,  Cent  Dig. 
IS  2654-2656;  Dec.  Dig.  S  1043.] 
Criminal  Law  (I§  673,  1038)— Trial— Evidencb.— In  a  trial  of  a 
number  of  defendants  for  conspiracy,  wliere  items  of  evidence  are 
necessarily  admitted  which  at  the  time  are  competent  against  one 
defendant  only,  it  is  proper  for  the  court  to  caution  the  Jury  as 
the  trial  proceeds  as  to  the  effect  of  such  evidence,  but  its  failure 
to  do  so,  when  not  requested,  is  not  reversible  error. 

[Ed.  Note — For  oth^  cases,  see  Criminal  Law,  Dec.  Dig.  $§  673, 
1068.1 
OnTMTNAL  Law  (SI  315,  423) — Criminal  Prosecution — ^Trial — Evi- 
dence— Statements  of  Conspirator. — ^A  conspiracy  proved  to  have 
been  formed  is  presumed  to  have  continued  until  its  object  was 
accomplished,  and,  on  the  trial  of  defendants  charged  with  having 
conspired  to  prevent  the  shipment  of  certain  tobacco  in  interstate 
commerce,  statements  made  by  one  of  defendants  while  the  tobacco 
was  being  withheld  from  shipment  at  their  instance,  were  admissi- 
ble against  them. 

[Ed.  Note. — ^For  other  cases,  see  Criminal  Law,  Cent.  Dig.  §S  748, 
989-1001;  Dec.  Dig.  i%  815,  423.] 
Criminal  Law  (S  825)— Trial — iNSTRucnoNS. — Instructions  in  a 
prosecution  for  conspiracy,  taken  together,  held  not  erroneous,  in 
the  absence  of  requests  for  more  specific  instructions  on  certain 
points. 

[Ed.  Note. — For  other  cases,  see  Criminal  Law,  Cent  Dig.  S  2005 ; 
Dec.  Dig.  §  825.] 
Conars  (§  352) — ^FEmcRAL  Courts — Contormitt  to  State  Practicb — 
Criminal  Casks.— /The  Federal  conformity  statute  <Bev.  St.  §  914 
[U.  S.  Comp«  St.  1901,  p.  684]),  providing  for  conforming  the  pro« 
cedure  in  the  Federal  courts  to  that  in  the  State  courts  in  civil 
actions  at  law,  does  not  cov^  instructing  the  Jury. 

[Ed.  Note. — ^For  other  cases,  see  Courts,  Dec  Dig.  S  852.] 

Conformity  of  practice  in  common-law  actions  to  that  of  State 
court,  see  notes  to  O'Connell  v.  Reed,  5  C.  O.  A.  594;  Nederland 
Life  Ins.  Co.  v.  Hall,  27  C.  C.  A.  392.] 
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Oriicinal  Law  (I  1088)— TBiA&>-lN8TBucTioNs.~r-DefeDdaiits  in  a 
criiiiliial  trial  in  a  Federal  court  can  not  assign  as  error  the  failure 
of  tlie  court  to  instruct  as  to  certain  tlieories  or  inferences,  wliich 
might  find  support  in  the  evidence  when  they  did  not  request  such 
instruction. 

[Ed.  Note. — For  other  cases,  see  Criminal  Law,  Cent.  Dig.  I  2646; 
Dec.  Dig.  §  1038.] 

MOKOFOUEB  (§  81)— ANTI-TEUST  Act— PboSECITTIOH  VOB  Ck>NSPIBACY— 

SuFsiciENGT  07  EiViDEivcE. — ^Eridenco  considered  in  a  prosecution 
for  conspiracy  in  restraint  of  interstate  trade  and  commerce  in 
violation  of  the  Anti-Trust  Act  July  2  [8],  1890,  c.  647,  §  1, 
26  Stat  200  (U.  S.  Oomp.  St.  1901,  p.  8200),  and  held  sufficient 
to  require  the  submission  of  the  case  to  the  Jury. 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Dec.  Dig.  S  31.] 
In  Error  to  the  Circuit  Court  of  the  United  States  for 
the  Eastern  District  of  Kentucky. 

Criminal  prosecution  by  the  United  States  against  John 
S.  Steers  and  others.  Judgment  of  conviction,  and  defend- 
ants bring  error.    Affirmed. 

In  November,  1907,  W.  T.  Osborne,  living  upon  a  farm 
near  Dry  Ridge,  Ky,,  and  his  two  tenants,  Stowers  and 
Bryant,  had  in  their  possession  about  four  hogsheads  of 
tobacco,  being  their  entire  crop  for  the  season  of  1906.  They 
delivered  these  four  hogsheads  to  Eamsey,  the  railroad 
station  agent,  at  Dry  Eidge,  and  directed  shipment  to  Cin- 
cinnati, Ohio.  Ramsey  gave  to  Osborne  a  bill  of  lading 
in  customary  form,  showing  that  he  was  the  shipper,  and 
that  the  "Globe  House,  Cincinnati,  Ohio,"  was  the  con- 
signee. This  was  Tuesday,  November  26th.  It  was  too 
late  for  shipment  that  day,  and  the  next  day  there  was  no 
car  available;  so  that  on  Thursday  the  tobacco  was  remain- 
ing in  the  railroad  warehouse,  awaiting  transportation. 

An  existing  association  among  the  tobacco  raisers  of  the 
vicinity,  called  the  "Society  of  Equity"  or  the  "Burley 
Society,"  had  pooled  and  was  holding  at  its  warehouses  all 
the  tobacco  of  its  members,  until  such  holding,  with  other 
causes,  should  bring  about  a  higher  price,  and  it  was  op- 
posed to  the  shipment  to  market  of  any  tobacco  not  so 
pooled.  Osborne  and  his  tenants  did  not  belong  to  the 
association,  and  their  four  hogsheads  of  tobacco  were 
unpooled. 
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During  Tuesday  and  Wednesday,  Osborne  receiyed  mes- 
sages to  the  effect  l^at  he  must  not  ship  this  tobacco,  and 
on  the  evening  of  Thursday  a  considerable  number  of  men 
gathered  in  Dry  Ridge  with  seeming  reference  to  the  mat- 
ter of  this  shipment,  and  three  of  Osborne's  acquaintances 
or  neighbors  went  out  to  his  farm  to  see  him.  They  told 
him  that  there  was  a  crowd  of  60  men  at  Dry  Ridge;  that 
the  crowd  was  determined  this  tobacco  should  not  be 
shipped;  and  that,  unless  Osborne  would  withdraw  the  to- 
bacco, it  would  be  destroyed,  and  he  or  his  property  might 
be  otherwise  injured.  He  then  determined  that  it  might  be 
withdrawn,  and,  to  accomplish  this  result,  he  indorsed  oyer 
the  bill  of  lading  to  one  of  his  visitors.  The  next  mornings 
in  seeming  pursuance  of  some  previously  formed  plan,  a 
large  body  of  men,  probably  200  or  300,  said  to  be  more 
than  had  ever  been  seen  together  there  before,  assembled  in 
Dry  Ridge  and  marched  to  the  railroad  station.  The  in- 
dorsed bill  of  lading  was  presented,  the  tobacco  was  turned 
over  by  the  station  agent,  and  the  procession,  headed  by 
four  teams  carrying  the  four  hogsheads,  marched  away  from 
the  station,  after  the  crowd  had  called  the  agent  outside 
and  notified  him  that  he  must  not  ship  any  unpooled  tobacco. 
The  four  hogsheads  were  then  returned  to  Osborne's  prem- 
ises and  kept  there  by  him  until  January  14, 1908.  On  this 
last  day  one  of  those  who  had  been  active  in  the  proceeding 
notified  Osborne  that  he  was  at  liberty  to  ship  the  tobacco, 
and  he  did  so  at  once. 

A  special  grand  jury  considered  these  acts  to  be  in  viola- 
tion of  the  congressional  act,  approved  July  2,  1890,  com- 
monly called  the  "  Sherman  Anti-Trust  Law,"  and  returned 
an  indictment  against  the  appellants  and  four  others.  Mo- 
tions to  quash  and  demurrers  were  overruled,  and  the  re- 
spondents tried  upon  their  pleas  of  not  guilty.  The  case 
was  nolle  prossed  as  to  one  respondent,  the  jury  acquitted 
three,  and  the  appellants,  eight  in  number,  were  convicted 
and  severally  sentenced  to  pay  considerable  fines.  They  all^ 
join  in  this  writ,  and  assign  a  large  number  of  errors.  While 
we.  have  not  omitted  to  consider  each  one  argued,  we  must 
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confine  this  opinion  to  the  few  which  seem  to  us  most  de- 
serving  of  discussion. 

[4]  W.  W.  Dickeraon  {Clore^  Dicheraon  <&  Clayton  and 
Myers  <&  Howard^  on  the  brief),  for  plaintiffs  in  error. 

E.  P,  Oroavenar^  Sp.  Asst.  Atty.  Gen.  (Jamea  A.  Fowler^ 
Asst.  Atty.  Oen.,  and  Edwin  P.  Morrow^  U.  S.  Atty.,  on 
the  brief),  for  the  United  States. 

Before  Warrington,  Knafpen,  and  Denison,  Circuit 
Judges. 

Denison,  Circuit  Judge  (after  stating  the  facts  as  above). 

[1]  1.  Upon  their  motion  to  quash  the  indictment,  re- 
spondents offered  to  show  that,  proceeding  under  an  order 
for  the  drawing  of  a  special  grand  jury,  the  clerk,  acting  as 
jury  commissioner,  drew  names  in  the  ordinary  way  from 
the  box  used  for  that  purpose,  when  the  court  was  sitting 
at  London,  and  containing  the  names  of  jurors  residing  in 
the  counties  from  which  juries  were  customarily  drawn  for 
service  at  that  point.  However,  he  did  not  take,  as  jurors, 
the  first  28  names  drawn;  but,  following  a  plan  to  appor- 
tion the  jury  approximately  evenly  numerically  between  the 
various  counties  (as,  for  example,  to  procure  five  jurors 
from  each  of  four  counties  and  four  from  each  of  two 
counties),  after  the  drawing  had  given  him  the  predeter- 
mined number  of  names  from  one  county,  he  rejected  fur- 
ther names  from  that  county,  and  continued  the  drawing 
until  he  had  procured  such  number  from  each  county.  This 
method  of  selection  is  said  not  to  be  in  compliance  with  sec- 
tions 800,  802,  805,  915,  R.  S.  (U.  S.  Comp.  St.  1901,  pp. 
623,  626,  626,  684),  and  section  2243,  Ky.  St.  (Russell's  St. 
§  3066).  No  error  was  assigned  upon  this  point,  but  it  was 
pressed  upon  us  on  the  argument. 

We  must  presmne  regularity  in  all  cases  where  the  con- 
trary is  not  expressly  shown,  and  we  think  the  proper  infer- 
ence from  this  record  is  that  the  counties,  or  the  part  of  the 
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district,  to  which  the  drawing  was  confined,  had  been  desig- 
nated by  the  order  of  the  lourt  referred  to  or  were  selected 
with  the  knowledge  and  approval  of  the  judge.  Whether  we 
should  also  infer  from  this  record  that  the  apportionment 
which  the  clerk  made  among  the  several  counties  was  pur- 
suant to  an  order  of  the  court  or  an  established  practice 
approved  by  the  court,  or  whether  we  should  infer  that  the 
clerk's  action  was  without  any  sanction  of  the  court,  we 
think  immaterial  to  the  disposition  of  this  case.  In  the  for- 
mer event,  there  would  be  no  irregularity.  In  the  latter 
case,  it  is  enough  to  say  that  the  method  adopted  by  the 
clerk  would  have  been  the  natural  and  reasonable  method 
for  the  court  to  adopt,  had  it  given  instructions  on  the  sub- 
ject. It  did  not  result  in  any  grand  jurors  from  an  unau- 
thorized district  or  any  incompetent  grand  jurors;  and,  if 
irregular  at  all,  the  overruling  of  a  motion  to  quash,  ba^sed 
thereon,  would  not  be  such  a  plain  error,  as,  under  rule  11 
(160  Fed.  xxvii,  79  C.  C.  A.  xxvii),  we  ought  to  notice  in 
tiie  absence  of  any  assignment. 

[2]  3.  Demurrer.  The  first  ground  of  demurrer  was  that 
one  shipment  by  one  shipper  to  another  State  does  not 
amount  to  that  interstate  trade,  the  restraint  of  which  is  for- 
bidden. This  argument  is  [5]  based  upon  the  cases  holding 
that  a  single  transaction  does  not  amount  to  trade  or  busi- 
ness under  the  rules  governing  levying  a  tax  upon  a  busi- 
ness or  engaging  in  business  in  a  State;  upon  the  holding  in 
Packet  Go.  v.  Bay,  200  U.  S.  1T9,  26  Sup.  Ct.  208,  60  L.  Ed. 
428,  that  an  insignificant  interference  with  interstate  com- 
merce may,  under  this  act,  be  disregarded;  and  upon  the 
supposed  holding  in  the  recent  Standard  Oil  and  Tobacco 
cases,  221  U.  S.  1,  106,  31  Sup.  Ct.  602,  632,  56  L.  Ed.  619, 
668,  to  the  effect  that,  in  order  to  be  covered  by  this  statute, 
the  restraint  of  trade  must  be  of  considerably  quantity;  that 
is,  of  unreasonable  amount. 

'^  Trade,"  as  referring  to  a  business  which  must  have  a 
fixed  continuance  and  established  character  in  order  to  be  in 
existence  so  as  to  be  subject  to  a  tax  or  so  as  to  be  carried  on 
within  a  State,  can  not  be  synonymous  with  ^^  t^ade  "  in  the 
sense  of  commerce  or  traffic  or  transportation  from  one  place 
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to  another;  and  so  decwpoa  like  Cooper  Mfg.  Co.  v.  Fergu- 
son, 113  U.  a  727,  784,  5  Sup.  Ct  789,  28  L.  Ed.  1187,  are 
Qot  relevant. 

In  the  Packet  C!ompany  case,  the  interfennce  under  con- 
sideration, aside  from  that  dependent  on  the  sale  of  the 
vendor's  good  will,  was  indirect,  contingent,  and  uncertain. 
The  court  did  not  say  that  the  amount  of  traffic  was  too  in- 
significant to  require  action,  but  that  this  uncertain,  remote, 
and  contingent  interference  was  insignificant.  In  the  pres- 
ent case  the  interference  was  absolute  and  entire.  AU  of  the 
traffic  pr  commerce  involved  was  wholly  stopped. 

We  do  not  find  in  the  Standard  Oil  and  Tobacco  cases  any 
holding  that  a  direct  restraint  of  trade  must  affect  an  unrea- 
sonably great  amount  of  commerce  in  order  to  be  within  the 
prohibition.  As  we  read  these  opinions,  the  matter  under 
consideration,  from  the  standpoint  of  reason,  was  not  thC' 
amount  of  merchandise  or  traffic  affected  by  the  restriction, 
but  the  character  and  extent  of  the  restriction  itself ;  and  it 
was  thought  that,  if  such  restriction  reasonably  pertained 
ta  lawful  results,  it  was  not  of  itself  necessarily  forbidden. 
These  opinions  contain  no  justification  for  the  idea  that  a 
direct  and  absolute  restraint,  bearing  no  reasonable  relation 
to  lawful  means  of  accomplifibing  lawful  ends,  can  be  per- 
mitted only  because  the  volume  of  traffic  affected  is  not  very 
great 

[3]  It  is  true  that  the  theory  of  injury  to  the  public  lies  at 
the  bottom  of  the  statute,  and  that  it  is  directed  against 
things  which  tend  ^^  to  deprive  the  public  of  the  advantages 
wfaidi  flow  from  free  competition "  {Northern  Securities 
ease,  193  U.  S.  197,  382,  24  Sup.  Ct  486,  454  [48  L.  Ed. 
678]) ;  but  a  single,  private  injury  may  well  tend  to  this 
public  result 

We  cannot  doubt  that  th^re  may  be  a  conspiracy  under 
the  act  with  reference  to  a  single  shipment  only,  and  that, 
in  BO  fax  as  the  nde  of  insignificance  may  exist,  it  does  not 
applj  to  eiircumstancea  like  these.  This  diipment  was  the 
entire  orop  of  these  three  iarmers  for  the  year.  It  was,  to 
them,  of  large  relative  value.    It  cannot  be.  overlooked  as 

QQBi6*<^V0L  4-^17^^ — 28: 
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imiinp6rtaht;*and  its  shipment  to  Ohio  did  constitute  ^in- 
terstate trade  ahd  commerce.^  It  was  clearly  interstate 
transportation;  and  interstate  transportation  is  interstate 
commerce.  U.'S.  t.  l^]  Freight  A88%  166  XT.  S.  290,  812, 
IT  Sup.  Ct.  540,  41  L.  Ed.  1007;  Loewe  v.  Lav)lor,  208  U.  S. 
2T4, 28  Sup.  Ct.  801,  62  K  Ed.  488. 

[4]  The  next  groUnd  of  demurrer  was  that  the  indict- 
ment did  not  show  the  facts  constituting  the  conspiracy, 
but  only  alleged  the  conclusion.  If  this  statement  were 
accurate,  the  indictment  would  not  be  good;  but  we  do 
not  think  such  construction  is  justified  by  the  indictment. 
This  alleges  that  appellants  ^did  conspire  together  and 
engage  in  a  conspiracy  among  themselves  in  restraint  of 
said  interstate  commerce  so  carried  on  by  said  Osborne  and 
said  railway  company  *  *  *  by  the  several  means  now 
here  set  forth  and  described;  that  is  to  say."  It  then  de- 
scribes, as  the  "means  "  adopted,  constituting  the  conspiracy, 
a  plan  to  assemble  a  mob  and  by  threats,  intimidation  and 
violence,  compel  Osborne  to  withdraw  the  shipment,  or  if 
he  would  not,  then  to  compel  the  railroad  agent  to  turn  it 
over  to  the  conspiirators:  The  indictment  then  proceeded 
under  the  heading  "  overt  acts,"  to  describe  the  things  which 
were  done  by  defendants,  being  tlie  same  things  which  it 
had  already  recited  as  planned.  It  is  said  that  the  descrip- 
tion of  overt  acts  cannot  be  carried  over  into  the  accusatory 
portion  of  an  indictment,  nor  make  it  good  when  that  ac- 
cusatory portion  fails  from  the  lack  of  stated  facts,  and 
this  seems  to  be 'the  applicable  rule  of  pleading.  U.  iS.'V. 
BHttouy  108  TJ.  S.  199,  205,  2  Sup.  Ct.  681,  2T  L.  Ed.  698. 
Here,  however,  the  specific  stisitement  of  the  several  means 
which  were  determined  upon  as  a  part  of  the  plan  should 
be  treated  as  in  the  accusatory  portion,  and  when  so  treated, 
the  indictment  is  not  open  to  the  objection  that  it  states 
conclusions  only. 

The  next  ground  of  demurrer  is  that  the  indictment  did 
not  sufficieiitly  allege  liiat  the  accused,  at  the  time  of  their 
conspiracy,  or  while  acting  thereunder,  knew  fliat  tiie  to* 
baccb  was  an  article  of  interstate  commerce.  A  eonspiiracy 
of  this  general  character  is  a  crime  at  common  law^  and 
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presumably  was  in  Kentu(;ky,  and  we  are  not  dear  that  it 
is  necessary  to  allege  scienter  as  to  the  specific  fact  whidi 
makes  the  crime  cognizable  in  one  court  instead  of  in  an- 
other; but,  however  that  may  be,  we  think  the  guilty  knowl- 
edge is  sufficiently  alleged.  The  indictment  alleges  that  the 
tobacco  in  fact  entered  upon  its  interstate  shipment;  that 
then  the  defendants  unlawfully  did  knowingly  conspire  to- 
gether and  engage  in  a  conspiracy  among  themselves,  in 
restraint  of  said  interstate  trade  and  commerce  so  carried 
on  by  said  Osborne  and  said  railroad  company;  that  one 
means  of  such  conspiracy  participated  in  by  defendants  was 
to  frighten  Bamsey  for  the  purpose  of  preventing  him  from 
shipping  this  tobacco  to  Cincinnati,  to  which  point  it  had 
been  consigned ;  that  another  means  was  to  compel  Osborne 
to  remove  this  tobacco,  consigned  as  aforesaid;  that  an- 
other means  was  by  taking  the  tobacco  by  force  from  the 
railroad,  and  thereby,  to  prevent  the  transportation  of  said 
tobacco  from  Dry  Bidge,  Ky.,  to  Cincinnati^  Ohio;  that 
then  they  were  to  use  every  means  in  their  power  to  pre- 
vent Osborne  from  shipping  said  tobacco  from  Kentucky 
to  Ohio.  We  cannot  doubt  that  the  defendants  were  by 
these  allegations  fairly  charged  with  knowing  at  the  time 
that  their  conspiracy  was  directed  against  to[7]bacco  which 
was  in  the  course  of  shipment  out  of  the  State;  and  whether 
they  were  fairly  so  charged  is  the  test  of  sufficiency.  Foster 
V.  U.  S.,  178  Fed.  166,  171,  172, 101  C.  C.  A.  486,  and  cajges 
cited. 

The  indictment  is  further  attacked  because  so  many  dif^ 
ferent;,  contemplated  means  of  accomplishing  the  conspiracy 
are  alleged,  and  it  is  said  that  this  makes  the  indictment 
vague  and  uncertain.  It  is  not  open  to  this  objection.  The 
allegations  of  the  various  means  in  contemplation  are  not' 
of  inmultanebus  and  inconsistent  plans,  but  plans  for  suc- 
cessive action,  one  step  of  which  should  be  taken  if  previous 
steps  failed.  Complaint  as  to  sucih  an  indictment  would 
come  with  better  fort*  from  the  Government  which  might 
have  been  embarrassed  by  so  sj^cific  an  allegation  of  all  the 
plans  involved. 

[S]  8.  Admissitta  of  evidence.    To  the  evidence  offered 
many  objections  were  made  and  overruled,  and  on  these 
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ndings  erroif  is  new  assigned.  In  most  instances  the  objec- 
tion was  without  any  stated  ground.  It  was  only,  ^^We 
object."  Error  cannot  be  well  assigned  on  such  a  record. 
Foster  v.  U.  8.,  178  Fed.  165,  176,  177,  101  C.  C.  A.  486. 
However,  we  prefer  to  consider  the  merits  of  those  objec- 
tions which  seem  more  important 

[6]  The  Government  was  allowed,  in  many  instances,  to 
show  statements  or  conduct  by  one  respondent  in  promoting 
or  executing  the  conspiracy,  but  not  in  the  presence  of  or 
with  the  knowledge  of  other  respondents.  The  others  would 
have  been  entitled  to  an  instruction  Uiat  such  evidence 
should  be  considered  only  as  against  the  one  until  the  jury 
was  otherwise  satisfied  that  the  conspiracy  existed,  and  that 
the  others  were  parties.  They  did  not  ask  such  instruction, 
nor  do  we  find  from  record  of  the  trial  or  the  charge  that 
such  instruction  was  given  in  that  precise  form,  although 
such  rule  was  substantially  stated  in  the  general  charge. 
We  think  it  proper  during  the  progress  of  a  conspiracy 
trial,  and  when  of  necessity  items  of  evidence  are  being  re- 
ceived which,  at  the  time,  are  competent  against  only  one 
defendant,  to  caution  the  jury  as  to  the  lawful  effect  of 
such  evidence;  and  to  do  so  frequently  enough  so  that  the 
trial  court  may  be  sure  the  jury  understands  the  distinctions 
which  should  be  made^  Indeed,  a  direct  instruction  to  the 
jury  on  this  subject,  at  an  early  stage  of  the  trial,  may  often 
be  advisable;  but  it  does  not  follow  that  judgment  of  con- 
viction should  be  reversed  because  the  record  does  not  show 
that  the  court  of  its  own  motion  gave  such  caution.  The 
judge  may  know  from  what  has  been  said  in  argument  by 
counsel  before  the  jury,  or  in  casual  discussion  not  taken 
down  by  the  reporter,  or  from  the  jurors'  experience  in  pre* 
vious  trials,  that  tiiey  do  understand  the  proper  effect  of 
sudi  evidence.  Certainly  we  will  not  presume  prejudice 
from  the  court's  failure  to  n\ake  a  distinction  of  this  kind, 
in  a  case  where  he  was  not  asked  so  to  do. 

[7]  Mrs.  Osborne  was  permitted  to. testify  to  a  conversa- 
tion with,  the  respondent  Webb,  January  14,  1908.    Mrs.' 
Osborne  says : 

'*  Ha  told.  lae  kny  husband  could  now  ship  bis  tolMusoo  nS^  tliat  tli«y 
had  concluded  to  let  It  go.    He  m,7S»  w;e  are.gping  to  let;  it  go  jiow,. 
that  others  are  shipping.** 
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[8]  This  is  objected  to  beeause  it  is  sftid  there  is  no  evi- 
dence that  the  conspiracy  was  still  existing,  and  because  the 
statements  of  one  conspirator,  after  the  object  of  the  con- 
spiracy is  accomplished,  are  not  receivable  against  the 
others.  The  rule  is  clear  »ough,  but  not  its  application. 
The  fair  import  of  this  conspiracy  was  not  merely  to  re- 
move the  tobacco  from  interstate  commerce  on  November 
28th,  but  to  keep  it  removed.  A  conspiracy  is  a  continuing 
offense,  until  its  object  is  fully  accomplished,  and  we  see  no 
reason  to  doubt  from  this  record  that  whatever  conspiracy 
there  was  continued  until  January  14th.  There  is  no  evi- 
dence that  it  had  ceased. 

[8]  4.  The  charge  to  the  jury.  The  case  for  the  Govern- 
ment was  made  by  the  testimony  of  14  witnesses,  some  of 
whom  were  cross-examined  at  length.  The  respondents  in- 
troduced one  witness,  who  testified  to  their  good  character, 
and  then  rested.  The  case  was  then  argued  to  the  jury  by 
the  counsel  for  the  Government  and  by  three  counsel  for 
the  respondents.  The  court  then  charged  the  jury,  and,  in 
the  course  of  such  charge,  made  a  general  review  or  sum- 
ming up  of  the  evidence,  expressing,  in  many  cases,  his  view 
of  its  force.  At  the  conclusion  of  such  summary  he  repeated 
in  differing  forms  that  the  issues  were  for  the  jury  to  decide 
according  to  its  conviction,  and  said : 

"  It  is  true,  as  counsel  has  stated,  that  you  are  the  triers  of  these 
facts.    It  is  for  you  to  determine  them.'* 

After  the  charge  had  been  finished  and  exceptions  taken, 
he  additionally  instructed  the  jury: 

''Gentlemen  of  the  jury,  a  word  or  two  about  what  I  said  with 
reference  to  what  took  place  in  regard  to  this  tobacco.  I  have  said 
that  certain  facts  are  shown  by  the  eyidenoe,  or  used  the  ezpresslDn 
*  the  evidence  shows.'  What  I  meant  to  say  was  that  the  testimony 
of  the  witnesses  was  to  the  facts  as  stated.  You  are  the  Judges  of 
the  credlbiUty  of  the  witnesses  and  the  weight  to  be  attached  to 
their  testimony,  and  of  the  facts  shown  by  their  testimony.  I  have 
aimed  to  state  all  the  facts  and  circumstances  testified  to  in  this  case. 
If  I  have  omitted  any,  you  will  bear  them  in  mind  and  give  them  such 
weight  as  they  are  entitled  to." 

In  the  course  of  his  summary  of  evidence,  the  court  said: 

'*  There  is  no  room  for  question  that  it  was  known  by  the  parties 
who  may  be  guilty  as  charged  here  that  it  was  intended  for  ship- 
m€Bit  to  OlDdiuttti,  Ohio." 
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The  evidence,  if  credible,  did  stiow  beyond  queetioii'  that 
each  of  the  respondents  was  present  at  the  taking  of  these 
hogsheads  at  the  station,  loading  them  into  the  wagons  and 
carrying  them  aw^y,  and  that  each  hogshead  was  promi- 
nently miarked  with  its  destination. 

Referring  to  the  good  character  evidence,  the  court  said: 

««Thl3  is  all  the  evideiioe  that  has  been  introduced  before  yen 
fayoring  the  defendants." 

And,  speaking  generally  of  the  Oovemment's  evidence, 
further  said: 

'*  That  evidence,  so  far  aa  it  goes,  has  not  been  contradicted  by  any 
witness.  There  is  no  conflict  in  the  evidence.  •  •  •  There  is  no 
conflict  whatever  in  the  evidence  here,  save  in  so  far  as  the  showing 
by  these  wit  [9]  nesses  may  be  antagonized  by  the  presumption  of 
innocence,  and  the  fact  that  these  defendants  are  in  good  standing." 

Elsewhere  the  jury  was  fully  instructed  as  to  the  rule  of 
presumption  of  innocence  and  of  reasonable  doubt.  Counsel 
argue  that  these  instructions  were  wrong,  because  the  cross- 
examination  of  the  Oovemment's  witnesses  furnished  evi- 
dence for  respondents  and  raised  conflicts  in  the  evidence, 
and  because  such  instructions  foreclosed  the  credibility  of  the 
Government's  witnesses. 

With  reference  to  these  two  recited  comments  on  the  evi- 
dence, we  think  that  in  connection  with  the  other  instruc- 
tions and  cautions  to  the  jury  they  were  not  beyond  the 
proper  limits  of  that  discretion  which  judges  of  Federal 
courts  have  in  this  particular.  Simmons  v.  U.  8.^  142  IT.  S. 
148, 155, 12  Sup.  a.  171,  35  L.  Ed.  968. 

Referring,  to  the  visit  at  Osborne's  house  Thursday  eve- 
ning by  Webb,  Carter,  and  Conrad,  and  to  what  they  said 
to  Osborne,  the  court  said : 

''  Under  tbe  evidence,  and  there  is  no  room  for  difference  of  opinion 
as  to  the  matter,  that  was  a  threat  to  Osborne  that,  if  he  did  not 
assign  over' the  bill  of  lading,  his  tobacco  wonld  be  destroyed.  It  was 
under  that  threat  that  he  assigned  and  tnmed  over  his  bm  of  lading.'* 

It  was  the  theory  of  these  three  respondents  that  they  had 
learned  of  the  plan  to  take  the  tobacco  away  from  the  rail- 
road, and  perhapft  destroy  it,  but  had  no  part  in  such  plan, 
and  that  they  went  to  Osborne  merely  as  a  friendly  act  to 
warn  him  of  the  existence  of  the  danger,  and  to  advise  with 
him  as  to  whether  it  would  not  be  wiser  for  him  to  yield  his 
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positioD*  Under  the  e^deooe»  there  is  no  room  Iw  difference 
of  opinion  that  Osborne  received  from  the^e  yiidtors  la 
threat.  There  is  room  for  difference  of  opinion  wlieth^  the 
threat  was  by  them  as  to  what  they  would  do  or  what  would 
be  done  with  their  approval,  or  whether  they  were  merely 
conveying  ,to  Osborne  information  that  a  threat  was  being 
made  by  others.  If  their  visit  to  him  and  their  whole  <;on- 
nection  with  the  .eintire  transaction  were. of  this  latter  char- 
acter only,  they  wer^  not  guilty  under  the  indictment,  and 
they  were  entitled  to  have  from  the  court  a  specif  instruc- 
tion of  this  character;  but  if  any  of  the  associates,  in  a  con- 
spiracy  like  this,  were  really  attempting  v  to  accomplish  its 
object,  it  would  be  very  natural  for  them  to  accompany  their 
visit  to  Osborne  with  protests  of  their  personal  friendship 
and  their  perscmal  efforts  to  {Mirptect  hiB;i,.,aiid  th^eae  pro- 
testations in  this  case,,  made  under  such  circumstances,  nfere 
merely  evidence  to  be  considered  by  the  jury  in  counectiqn 
with  ever3Fthi9g  else  done,  by  these  three  men  in  determining 
the  real  character  of  their  actions.  The  c^se  .was  of  that 
clas9  where  adverse  inferences  of  a  broad  an^  generaj,  jmi 
perhaps  a  natural,  character,  may  be  drawn  againcst.  re- 
spondents from  the  conceded  facts,  but  where,  under  a  ^pe- 
cific  theory  of  their  application,  those  facts. may  be  consist- 
ent with  innocence.  Be^^oiD^dents  did.m>t.  request  any  &Kh 
specific  instructiona  It  is  not  to  be  supposed  that  respond- 
ents' counsel  failed  to  argue  to  the  jury,  with  the  seme  force 
with  which  they  have  argued  the.  same  point  injthis  XM^lrty 
that,  if  these  tbree  defendants  did  not  in  f  aQt  partccipnite  in 
the  conspiracy  but  only  carried  a  friend  [10] .  ly  warning, 
they  wete  not  guilty.  Then  the  jury  was  JnstrUQted  th^t 
what  these  respondents  said  to  Osborne  waa  a  threat-^-an 
instruction  whidi,  as  we  have  seen,  was  broadly  cori!eot,'bi|t 
did  not  completely  differentiate*  The  ji^  was  fui^hep  in- 
structed that  it  eould  npt  convict  any  one  respciudcnt  pj;^tU 
it  was  satisfied  that-  he  b^d  participated  in  the  eonspiracy, 
and  that  the  questi^  whether  each  one  did  so.parjbicipate 
was  a  question  of  fact  for  the  jury.  ]Qnder  ^U  of  th^  ONcmdi- 
tions  attending  this  charge,  we  will  not  presume  any  pnqn- 
dice  to  these  three  reepcmdents  .from  the.l^cli^.c^  ^.fiS>ftQific 
instruction  on  this  theory. 
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[9]  Bedpondents'  coimsel  urge  in  this  oourt  that  under 
the  Kesitucky  procedure  it  is  the  duty  of  the  trial  judge 
to  give  to  the  juiy  ^  the  whole  law,"  and  that  respond^its, 
in  a  oriminal  oase,  carry  no  such  burden  as  we,  by  these 
conclusions,  put  upon  them.  This  is  a  matter  pertaining 
to  the  conducting  of  the  trial  itself  by  the  trial  judge, 
and  it  is  not  governed  by  the  conformity  act.  R.  S.  §  914 
(U.  S.  Comp.  St.  1901,  p.  684) ;  Kmffhi  v.  lU.  Cenir.  R.  Co. 
(C.  C.  A.  6th  Circuit)  180  Fed.  868,  872, 108  C.  C.  A.  514. 

[10]  No  such  rule,  to  the  broad  extent  to  which  counsel 
now  daim  for  it,  exists  in  the  Federal  courts.  True,  the 
trial  judge  riiould  instruct  the  jury  as  to  the  whole  law  in 
one  sense  of  that  phrase,  but  if  there  are  particular  theories 
of  fact  or  constructions  of  evidence  which,  if  adopted, 
would  take  the  respondents  out  of  otherwise  proper,  gen- 
eral inferences,  or  if  the  counsel  thought  that  the  jury 
should  hare  particular  instructions  as  to  the  effect  of  cer- 
tain evidence  upon  an  individual  defendant,  or  with  ref- 
erence to  other  matters  of  like  character,  respondents  can- 
not complain  of  an  omission  of  such  instruction  by  the 
court,  if  they  did  not  bring  such  matters  to  his  specific 
attention  by  appropriate  request.  The  trial  judge,  in  the 
trial  of  an  indictment  for  conspiracy  against  several  re- 
spondents and  where  the  evidence  is  circumstantial,  has 
burden  enough  in  properly  conducting  the  trial,  if  he  re- 
ceives from  counsel  on  both  sides  all  the  aid  which  they 
can  give  to  prevent  the  overlooking  of  details. 

[11]  6.  Instructed  verdict.  Each  of  the  respondents 
moved  for  an  instructed  verdict  of  acquittal^  and  each  now 
insists  that  there  was  against  him  no  evidence  justifying 
submission.  We  do  not  take  this  view  of  the  record.  If 
^l^e  evidence  was  credible,  the  existence  of  a  conspiracy  to 
prevent  this  shipment  was  perfectly  clear.  It  was  also 
undisputed  that  each  of  these  respondents  was  present  in 
•the  crowd  on  Friday  morning  when  the  object  of  the  ooa- 
spiracy  was  accomplished  by  taking  the  tobacco  away  and 
when  notice  was  givesi  to  the  'railroad  agent  that  he  must 
not  accq;>t  any  more  such  tobacco  for  shipment.  In  this 
general  acticm  all  the  respondents  were  apparently  joining, 
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ftnd  the  participation  of  several  of  them  in  the  conspiracy 
is  indicated  by  other  evidence  relating  to  other  times. 
While  it  would  have  been  within  the  province  of  the  jury, 
upon  this  record,  to  acquit  any  or  all  of  the  respondents, 
it  iff  not  easy  to  understand  th«r  purpose  in  their  actions 
Friday  morning  and  their  other  established  conduct,  unless 
they  were  intending  to  co-operate  in  stopping  the  shipment 
of  this  tobacco  or  any  more  like  it  It  is  not  necessary  to 
find  [11]  that  any  respondent  desired  personal  injury  to 
Osborne  or  destruetion  of  his  property.  Very  likely  they 
hoped  to  avoid  these  results;  but  the  offense  might  be  com- 
plete without  either  of  these  elements. 

The  record  does  not  indicate  to  us  any  miscarriage  of 
justice,  and  the  several  respective  judgments  of  ocmviction 
and  sentendBS  will  be  affirmed. 


HEIKE  ET  AL.  v.  UNITED  STATES.* 

(Circait  CkNirt  of  Appeals,  Second  Otrcait    October  10»  1911.) 
[192  Fed.  Rep.,  83.] 

GanoNAL  Ljlw  (I  42) — Jmuvhttz  to  Oine  Fubnishiztq  Bvu>enci — 
CoNaTBucTzoN  ov  STATUTE. — ^Testimony  given  by  an  officer  of  a 
corporation  before  a  Federal  grand  Jury  investigating  charges  of 
violation  of  the  Anti-Trust  Law  by  the  cor  [84]  poration,  which 
consisted  in  statements  of  facts  shown  by  the  records  of  the  oor- 
poratien  which  he  produeed  in  obedienoe  to  a  aubpcena  duces  tecum, 
does  not  entitle  him  to  Immuuity  from  prosecution  for  an  offense 
against  the  United  States  committed  in  his  official  capacity,  but 
which  has  no  connection  with  the  matter  then  being  investigated 
under  act  Feb.  25,  1906,  c.  756,  I  1,  82  Stat  904  (U.  S.  Gomp.  St 
Snpp.  1909,  p.  1142),  which  provides  with  respect  to  the  Aati- 
Trust  Act  and  others  mentioned  that  "  no  person  shall  be  prose- 
cuted or  be  subjected  to  any  penalty  or  forfeiture  for  or  on  ac- 
count of  any  transaction,  matter,  or  thing  concerning  which  he 
may  testify  or  produce  evidence,  documentary  or  otherwise,  in 
any  proceeding,  suit,  or  prosecution  under  said  acts.**  ^ 

(Bd.  Note.— for  other  cases,  see  Oriminal  Law.  Oent  Dig.  %l 
4&*48;  Dec.  Dig.  I  42.] 

•  For  opinion  of  the  Supreme  Court  affirming  the  Judgment  (227 
IT.  S.,m), -see  post,  page  44a 
>  Syllabus  copyrighted,  1912,  by  West  Publishing  CJompany. 
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CjuuisAL  lifw  (I  42) — IificmriTT  TO  Onk  Fusnxshxnq  BmnBiraD— 

CONSTBUCnON     OF     STATUTE — "  1e8TIFT  " — "PRODUCE     EVIDENCE." — 

Statements  compiled  by  employ^  of  a  corporation  from  Its  books 
and  records,  which  were  before  a  grand  Jury  and  produced  to  the 
grand  jnvy  by  an  officer  of  the  oorporation  on  a  sabpoena  duces 
tecom,  do  not  constitute  tiptinio&y  given  or  dpeameataxy  evidence 
produced  by  snch  officer  within  1;he  meaning  of  act  Feb.  25,  1908, 
c.  755,  i  1,  82  SUt  904  (U.  S.  Gomp.  St  Sapp.  1909,  p.  1142), 
which  grants  immunity  in  certain  cases  to  a  witness  "  on  account  of 
any  transaction,  matter,  or  thing  concerning  which  he  may  testily 
or  produce  evidence,  docnm^tary  or  otherwlae  " ;  the  pret>aration 
or  production  6f  the  statements  in  auch  case  being  the  act  of  tiie 
corporation,  and  not  of  the  witness. 

[Ed.  Note. — ^For  other  cases,  see  CMmlnal  Law,  Cent  Dig.  %% 

45-48;  Dec.  Dig.  I  42. 
For  other  definitions,  see  Words  and  Phrases,  vol.  6,  p.  5654';  voL 

8,  p.  e9a2.] 

•  0  •  w  ,    «    .  m        .       0 

[86]  In  BvTor  to  the  Circuit  Court  of  the  United  States 
for  the  Southern  District  of  New  York. 

Proseoutidn  by  tibe  United  States  agninst  Charles  R. 
Heike  and  Ernest  W.  Gebracht.  From  a  judgment  (175 
Fed.  852)  of  conviction,  said  defendants  bring  error.  Af- 
firmed. 

This  cause  comes  here  upon  writ  of  error  to  review  the 
judgments  of  conviction  against  plaintiffs  in  etror.  They 
were  indicted  together  with  Bendernagel,  Walker,  Voelker, 
and  Halligan  upon  an  indictment  containing  six  counts. 
The  first  four  charged  that  defendants  ^'  did  unlawfully  and 
knowingly  make  and  effect  and  aid  in  effecting "  the  ^ntry 
of  certain  specified  cargoes  of  raW  ^ugar  at  less  than  their 
true  weight.  The  fifth  count  charged  that  the  defendants 
had  conspired  'Ho  defraud  the  United  States"  of  lawful 
duties  upon  importations  of  raw  sugar  by  effecting  the 
liquidation  of  duties  thereon  at  less  than  their  true  weight. 
The  sixth  count  charged  that  defendants  had  conspired 
on  March  1,  1907,  ^^to  commit  offenses  against  the  United 
States  in  and  by  knowingly  making  and  effecting  and.  aid- 
ing in  effecting,  at  less  than  their  true  wei^^ts,  and  by 
means  of  false  and  fraudulent  written  statements  as  to  said 
weights,  entries  of  certain  goods,  wares,  and  [87]  merchan- 
dise," to  wit,  certain  dutiable  raw  sugars  which  theretofore 
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had  been  imported  and  iheEtaf  tar  were  eontinuoady  to  be 
imported  into  the  port  and  collection  district  of  New  York. 
Of  the  overt  acts  set  forth  in  the  sixth  comity  four  only 
named  Heike.  They  charged  his  indorsement  of  four  chedis 
from  the  United  States  to  the  American  Sugar  Refining 
Company,  purporting  to  represent  respectively  an  excess 
of  deposits  for  duties  on  four  different  cargoes,  but  actually 
representing  part  of  the  duties  then  and  there  lawfully 
due  to  the  United  States  upon  these  four  cai^goes. 

Heike  was  secretary  of  the  American  Sugar  Befining 
Company,  which  is  a  New  Jersey  corporation.  He  was  also 
secretary  and  treasurer  of  the  American  Sugar  Befining 
Company  of  New  York.  Gebracht  was  saperintend^nt  of 
the  Havemeyer  &  Elder  refinery.  Bendemagel  was  cashier 
of  the  refinery.  Walker  was  assistant  superintendent  of  the 
refin.eryf&  docks.  VoeU&er  and  Halligan  were  checkers  on 
the  docks. 

In  the  course  of  the  trial.  Walker,  Voelker,  and  Halligan 
pleaded  guilty.  The  jury  found  Heike  guilty  on  the  sixth 
count  only,  and  Gebracht  guilty  as  charged  in  the  indict- 
ment, on  all  counts.  They  reported  that  they  could  not 
agree  on  a  verdict  as  to  Bendemagel. 

George  S.  OrahaoB  and  J^kn  B.  Stimohfield  iChariea  H. 
Tuttle  and  WiUiam-M.  Parke^  of  counsel),  for  plaintiff  in 
error  Heike.  i 

O.  M.  MaekeUar^  for  plaintiff  in  error  Gebradit. 

Henry  A.  Wise^  U.  S.  Atty.  {Henry  L.  SUmsony  Winfred 
T.  Denison^  and  FeWo?  Frankfurter^  Asst.  U.  S.  Attyi,  of 
(iounsel),  for  the  United  States. 

Before  Lacx)mbs,  Waim^,  and  Npxiis,  Circuit  Judges. 

Laoombe,  Circuit  Judge  (after  stating  the  facts  as  above). 

^eike  £led  a  special  plea  in  bar,  upon  which  a  trial  was 
had  and  a  verdict  directed  against  him  by  the  court.  This 
will  be  first  considered.    It  will  not  be  necessary  to  go  into 
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the  histovy  of  the  plea  abr  ta  enumerate  the  Tanous  mo- 
tions and  ezceptioiifi  by  which  it  was  presented.  Suffice  it 
is  to  say  that  the  point  relied  upon  by  him  was  properly 
submitted,  and  the  broad  question  whether  upon  the  facts 
shown  he  was  entitled  to  '^immunity"  under  the  acta  of 
Congress  must  be  decided. 

[1]  The  act  of  February  11, 1898,  c.  83, 27  Stat  448  (TJ.  S. 
Comp.  St.  1901,  p.  8178),  provides  that  no  person  diall  be 
excused  from  attaiding  and  testifying  or  from  producing 
books,  papers,  eta,  before  the  Interstate  Commerce  Commis- 
sion, or  in  obedience  to  the  subpcena  of  the  commission,  or 
in  any  cause  or  proceeding,  criminal  or  otherwise^  based  upcm 
or  growing  out  of  any  alleged  violation  of  the  interstate 
commerce  acts,  ^  on  the  ground  or  for  the  reason  that  the 
testimony,  or  evidence,  documentary  or  otherwise,  required 
of  him,  asay  tend  to  crimmate  him  or  subject  him  to  a  pen- 
alty or  forfeiture.  But  no  person  shall  be  prosecuted  or  sub- 
jected to  any  penalty  or  forfeiture  for  or  on  account  of  any 
transaction,  matter,  or  thing,  concerning  which  he  may  tes- 
tify, or  produce  evidence,  documentary  or  otherwise,  before 
said  oommisinon  or  in  obedience  to  its  subpoena,"  etc. 

The  appropriation  act  of  February  35, 1908,  c.  755,  §  1,  82 
Stat  904  (U.  S.  Comp.  St  Supp.  1909,  p.  1142),  enumerates 
several  statutes,  including  the  Anti-Trust  Act  of  July  2, 
1890  (act  July  2, 1890,  [88]  c.  647, 26  Stat  209  [U.  S.  Comp. 
St  1901,  p.  8200]),  and  provides  that: 

**No  person  shaU  be  prosecuted  or  be  subjected  to  any  penalty  or 
forfeiture  lor  or  on  account  of  any  transaetion,  matter  or  tldng. con- 
cerning which  he  may  testify  or  produce  evidence,  documentary  or 
.  otherwise,  in  any  proceeding,  suit  of  prosecution,  under  said  acts." 

This  statute  was  amended  by  the  act  of  June  80,  1906,  c. 
3920,  84  Stat  798  (U.  S.  Comp,  St.  Supp.  1909,  p.  1168),  by 
adding  the  provision  that  such  '^  immunity  shall  extend  only 
to  a  natural  person  who,  in  obedience  to  a  subpoena,  gives 
testimony  under  oath  or  produces  evidence,  documentary  or 
otherwise,  under  oath." 

On  various  dates  in  1909  and  1910  certain  grand  jurors 
of  the  United  States  Circuit  Court,  Southern  District  of 
Kew  York,  were  making  inquiry  into  transactions  of  the 
American  Sugar  defining  Company.     One  branch  of  in- 
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qnirjr  was  inTeferenn  to  the  requisition  and  deekkg  up 
of  the  Pennsylvania  Sugar  K^ning  Company  of  Philadel- 
phia, arieing  on  the  so-called  Kissel-Segal  loan.  The  de- 
tails are  sufficiently  set  forth  in  PmuMjflvania  Sugar  Re- 
.fininff  Company  ▼.  Amefioan  Sugm  Befinmg  Company^  166 
Fed.  254,  92  C.  C.  A.  318.  These  transactions  wece  con- 
tended to  be  a  yiolatioH  of  the  Anti'-Trust  AcL  The  other 
inquiry  was  also  concerned  with  alleged  violations  of  the 
same  act  In  the  first  of  these  inquiries  a  subpoena  duces 
tecum  was  directed  to  ^  Charka  B.  Heike,  secretary  of  the 
American  Sugar  Befining  Company,"  and  served  upon  him. 
By  it  he  was  summoned  to  testiJ^  and  was  ordered  to 
bring  with  him  all  records  of  the  company,  etc,  showing 
minutes  of  the  direotors'  executive  committee  relative  to 
the  Kifisel-Segid  loan,  and  also  minutes  oi  the  board  of 
diiect4M*s  and  all  other  evidences  and  writings  in  his  custody 
concerning  the  premises.  A  second  subpoena  called  for 
certain  letters  and  press  copies  relating  to  these  transac- 
tions. In  the  other  inquiry  a  subpceena  duces  tecum  was 
directed  to  ^  Charles  B.  Heike,  secretary  of  the  American 
Sugar  Befining  Company,  and  secretary  of  the  American 
Sugar  Befining  Company  of  New  York,"  and  served  uppn 
him.  By  it  he  was  summoned  to  testify  and  ordered  to 
bring  with  him  certain  books  and  papers  of  both  companies*- 
He  obeyed  these  subpoeooas,  testified  before  both  these  grand 
juries,  and  produced  various  records  and  papers  of  the  two 
companiea  The  questi<m  now  presented  is  whether  the  tes-. 
timony  which  he  gave  and  the  production  of  the  records 
and  papers  which  be  laid  before  the  grand  juries  secure, 
him  immunity  from  this  prosecution,  which  has  nothing  to 
do  with  the  Anti-Trust  Act  and  is  concerned  only  with  cer- 
tain frauds  in  connection  with  the  weighing  of  dutiable 
goods,  whereby  the  Government  was  deprived  of  duties 
which  it  should  hate  received. 

The  argument  as  to  the  precise  measure  of  inuaunity 
secured  by  the  statute  has  been  quite  extended  and  a  con- 
structi<m  of  the  act  contended  for  which  we  do  not  find  it 
naeessary  now  to  pass  upcm  when  the  sum  total  of  all  that 
Qaikft  testified  to  under  these  subpoonas  is  enumerated  it. 


Digitized  by  VjOOQIC 


446  m  raraaAL  bbpobteb^  aii 

Opinion  ttftlidOoiiit.    * 

seems  to  us  to  fall  so  far  short  of  what  the  akalute  plainly 
contemplates  that  there  is  little  left  to  be  said. 

He  testified,  of  course,  that  he  was  the  person  to  whom 
the  sub[89]pcenas  were  addressed,  secretary  of  the  New 
York  corporation  and  secretary  and  treasurer  of  the  New 
Jersey  corporation.  That  circumstance  was  well  known 
when  the  subpomas  were  prepared  and  addressed  to  him; 
he  held  these  offices  for  many  years;  his  official  poation  was 
matter  of  record.  To  interpret  the  statute  as  securing  im- 
munity to  an  officer  of  a  company  for  offenses  amimitted 
while  such  officer,  merely  because  he  has  stated  under  oath 
on  'some  prior  investigation  that  he  was  an  officer,  seems  to 
us  preposterous. 

He  testified  as  to  the  corporate  history  of  the  American 
Sugar  Refining  Company,  of  what  prior  concerns  it  Was 
composed,  and  what  refineries  and  other  property  it  ac- 
quired, what  stock  (of  its  components)  it  earohanged  its 
own  for.  But  all  this  was  merely  a  recital  of  what  was 
disclosed  by  the  books  and  papers  of  the  corporation,  which 
it  had  turned  over  through  him  to  the  grand  juries  them* 
selves.  Indeed,  in  these  records  and  docaments  wns  the 
best  competent  evid^ice  of  its  coi^porate  history  to  be 'found; 
Hieike's  so-called  ^^  testimony ''  as  to  these  subjects  wks  but 
the  preparation  of  an  index  to  what  they  disposed. 

He  testified  before  one  of  the  grand  juries  that  four  cer- 
tain checks  of  the  American  Sugar  Refining  Company  whidi 
represented  the  Segal-Kissel  loan  were  signed  by  him  as 
treasurer;  he  looked  at  the  checks  and  testified  that  he  wrote 
the  signatures.  This  was  testimony  given  under  oath  in  obe- 
dience to  a  subpoena;  but  he  was  not  prosecuted  in  this  ac- 
tion, nor  was  it  sought  to  subject  him  to  any  penalty  for  or 
on  account  of  the  transaction,  matter,  or  thing  conoeming 
which  he  so  testified.  There  was  no  question  in  this  acti<ND 
of  the  Segal-Kissel  transaction.  The  four  bvert  acts  charged 
uhder  the  sixth  count  related  to  his  signature  of  four  checUs; 
but  the  Oovemment  did  not  seek  to  use  the  Segal-Kissel 
c&iecks.  to  make  proof  of  his  signattlre  to  tiie  others*  It  is 
conceded  that  his  admitted  handwriting  on  the  Segal  dbedas 
could  not  even  be  used  as  standards  of  oomparkon  tsi  estabh 
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lidi  the  signature  to  ones  referred  to  in  the  sixth  count 
(Hickory  v.  U.  S.,  161  U.  S.  308, 14  Sup.  Ct.  884,  38  L.  Ed. 
170),  and  no  effort  was  made  to  do  so.  The  suggestion  tha;t 
comparison  of  the  signatures  on  the  four  checks  of  the  sixth 
count  with  the  four  signatures  on  the  Segal  checks  would 
have  "  enabled  the  investigator  to  determine  that  they  were 
made  by  the  same  man  and  were  in  one  and  the  same  hand- 
writing "  seems  to  us  overstrained.  As  secretary  for  many 
years  of  both  ccmipanies,  signatures  concededly  Heike's  were 
scattered  broadcast  by  thousands  through  the  community. 
Indeed,  no  comparison  was  needed.  The  identity  of  name 
and  office  was  quite  sufficient  for  the  investigator.  Proof  of 
the  genuineness . of  the  signatures  of  the  sixth  count  was' 
easily  to  be  found  without  any  reference  to  the  testimony 
before  the  grand  juries. 

[2]  There  was  furnished  to  the  second  grand  jury  a  state- 
ment giving  actual  meltings  of  each  company  operated  by 
the  American  from  188T  to  1907,  showing  the  pounds  of 
sugar  melted  each  year  in  each  refinery,  which  included  the 
amount  melted  by  the  Havemeyer  &  Elder  Refinery  for  the 
period  covered  by  the  prosecution.  This  statement  was  pro- 
duced by  Heike.  On  the  trial  of  the  present  indictment 
[90]  it  was  essential  to  show  the  true  weights  of  certain  im- 
portations, and  in  order  to  enable  the  jury  to  determine  what 
they  were  proof  was  made  of  the  quantity  actually  melted  at 
that  refinery.    As  to  these  meltings  the  plaintiff  in  error 

contends: 

»  .  J 
**  But  the  kernel  of  the  case  Ues  in  the  proof  of  the  actual  meltings 
and  the  quantity  of  sugar  produced  at  the. Havemeyer  &  Elder  Re- 
ftoery.    These  meltings  represented  the  weights  made  by  the  custom-'/ 
house  employ<dB  on   the   dodL    These  weights  presented  the  baslB 
upon  whidi  were  prepared  die  calculations  and  statistftcal  table  which  • 
were  later  ob  te  the  trial  presented  to  the  ]uiy»  and  which  purported 
to  idkow  that  the  result  in  manufactured  product  was  greater  thap 
warranted  by  the,  number  of  pounds  of  sugar  melted.    This  fact  Mr. 
Heike  testified  to  (before  the  grand  Jury).'* 

The  Government  contends  that  this  statement  of  total 
meltings  was  volunteered  by  Heike,  and  there  is  some  uncer- 
tainty as  to  just  hbw  it  was  furnished.  We  disregard  this,' 
however,  and  will  assume  that  the  grand  jury  subpoena  called 
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for  Just  Gfuch  a  statement,  and  that  it  was  furnished  to  the 
grand  jury  in  response  to  such  a  calL 

It  seems  to  us,  however,  that  this  statement  was  not  in 
any  true  sense  "  testimony  given  "  or  "  documentary  evidence 
produced"  by  Charles  K.  Heike  before  the  grand  jury. 
Personally  he  knew  nothing  about  the  meltings  and  could 
himself  give  no  competent  testimony.  As  an  officer  of  the 
company,  he  could  require  its  clerks  to  prepare  such  stater 
ment  from  the  records,  which  the  grand  jury  already  had 
under  the  subpoena  duces  tecum.  The  weighers  who  noted 
the  scales  and  called  off  the  readings,  the  checkers  who  re- 
corded the  amounts,  the  clerks  who  transcribed  such  records 
in  the  books,  the  corporation  which  had  such  weighings 
made  and  which  preserved  the  records  of  them,  the  clerks 
who  subsequently  tabulated  these  records,  may  fairly  be 
said  to  have  contributed,  each  of  them,  testimony  essential 
to  proving  that  the  tabulation  was  an  accurate  statement 
of  the  total  weighings;  but  we  cannot  see  that  Heike  had 
anything  to  do  with  it,  except  to  inform  the  last  series  of 
clerks  that  the  corporation  which  employed  them  wished 
them  to  make  such  a  statement.  When  it  was  thus  made 
up  by  the  corporation,  it  certainly  would  be  a  matter  of  no 
importance  whether  it  was  actually  transported  to  the  grand 
jury  room  by  one  officer  or  employe  or  by  some  other  one. 
The  distinction  between  a  corporation  and  its  officers  has 
not  always  been  closely  adhered  to;  but  such  distinction  is 
accentuated  in  WiUan  v.  U.  S.,  221  U.  S.  861,  81  Sup.  Ct. 
688,  65  L.  Ed.  771  (May  11, 1911),  where  it  is  held  that  the 
subpoena  duces  tecum  may  properly  be  addressed  directly 
to  the  corporation.  The  statement  of  meltings  being  a 
document  prepared  for  the  grand  jury  by  the  corporation 
and  which  the  corporation  under  the*  subpoena  was  obli- 
gated to  turn  over  to  the  grand  jury,  no  matter  which  officer 
had  the  immediate  custody  of  it,  we  fail  to  see  why  the 
performance  of  that  corporation  obligation  to  deliver  the 
document  by  one  of  its  officers  can  give  him  personal  im- 
munity in  regard  to  anything  which  such  statement,  to 
which  he  has  contributed  nothing,  contains. 
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Hm  aasigninepte  of  error  which  deal  with  the  disposition 

of  Heike's  i^tecial  pies  sre  therefore  overruled. 

•  «     .  «  «  « 

[101]  The  judgment  of  the  circuit  court  is  affirmed. 


HEIKE  t;.  UNITED  STATES.* 
gbbhorari  to  the  oiboitit  couirr  of  appeals  foe  the  second 

CIHCUIT. 

Nou  620.    Argiiea  Janaary  <^»  IdlS.— Decided  January  27,  1913. 

[227  U.  S.  131.1 

Tbere  is  a  dear  distinction  between  an  amnesty  for  crime  committed 
and  the  eonstitntional  protection  under  the  fifth  amendment  from 
being  compelled  to  be  a  witness  against  oneself.* 

The  obYions  purpose  of  the  act  of  February  25,  1903,  c  755,  32  Stat 
854,  904,  granting  to  witnesses  in  investigations  of  violations  of  the 
Sherman  Act  Immunity  against  prosecution  for  matters  testified  ta» 
was  to  obtain  evidence  ttiat  otherwise  could  not  l>e  obtained ;  tlie 
act  was  not  intended  as  a  gratuity  to  crime,  and  is  to  be  eonstrued, 
as  far  as  possible,  as  coterminous  with  the  privilege  of  the  person 
concerned. 

Evidence  given  in  an  investigation  under  the  Sherman  Act  does  not 
make  a  basis  under  the  act  of  February  25,  1903,  for  imnranity  ef 
the  witness  against  prosecutions  fbr  crimes  wifli  wliftdi  the  mat- 
ters testtfled  alMmt  were  only  remotely  connected. 

Granting  a  separate  trial  to  one  of  several  Jointly  Indicted  for  con- 
spiracy is  within  the  discretion  of  the  trial  Judge,,  reviewable  only 
in  case  of  abuse. 

EBven  if  there  may  have  been  an  abuse  la  some  instances  of  indicting 
under  I  5440  for  conspiracy  instead  of  fbr  the  sabetantive  crime 
itself,  UabUity  for  conspiracy  is  not  taken  away  by  its  success,  and 
In  a  case  such  as  this,  tiiere  does  not  appear  to  be  any  abuse. 

BMdence  showing  that  a  conspiracy  had  continued  before  and  after 
the  periods  specified  in  the  indictment,  held  in  this  case  not  inad<> 
misslble  against  a  defendant  present  at  the  various  times  testified  ta 

192  Fed.  Bep.  33,  affirmed. 

«For  opinion  of  Ch-cult  Court  of  Appeals  (192  Fed.  83)  see  ante, 
page  441. 

*  Syllabus  and  statements  <tf  arguments  copyrl^^ited,  ]I913»  by  The 
Banks  Law  Publishing  Company. 
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Argument  for  Petttioner. 

The  facts,  which  iiivolve  the  extent  of  immunitj  graiited 
under  the  act  of  February  25, 1903,  c.  755,  32  Stat.  854,  904, 
are  stated  in  the  opinion. 

Mr.  John  B.  Stanckfield^  with  whom  Mr.  George  S.  Gra- 
ham  and  Mr.  Frederick  AUis  were  on  the  brief,  for  peti- 
tioner :  ( .     . 

[132]  The  immunity  statute  herein  pleaded  in  bar  is  a 
grant  of  amnesty  from  the  soyereigo,  operating  by  way.of  a 
pardon  from  the  Government.  It  bears  no  analogy,  either  in 
conditions  of  acquirement  or  in  mode  of  operation,  t%  the 
constitutional  privilege  of  the  fifth  amendment. 

There  is  a  fundamental. distinction  between  the  constitu- 
tional privilege  and  the  statutory  immunity.  It  is  apparent 
on  the  very  face  thereof.  , 

The  first  proceeds  upon  the  theory  af  a  shield  against  cqdi- 
pulsojpy  self-incrimination,  given  by  sovereign  to  citizen. 

The  second  proceeds  upon  the  theory  of  a  pardon  or 
amnesty,  given  by  the  Ggve^rnipent  to  the  citizen. 

Even  if  the  immunity  should  receive  a  strict  and  narrow 
constructibn  because  it  is  ^^  in  derogati<»i  of  the  sov^eign 
power  to  punish,"  and  public  poKcy  may  favor  a  narrow, 
and  is  opposed  to  a  broad,  view  of  the  immunity  provision, 
on  the  other  hand,  the  pardop  theory  of  immunity  affords  a 
complete  refutation  of  any  narrow  rule  of  construction,  and 
public  policy  requires  a  broad  construction  of  the  immunity 
provision. 

The  plain  language  of  the  statute  itself  shows  that  it  con- 
fers general  amnesty,  and  should  operate  as  a  pardon,  and 
not  in  the  way  the  old  constitutional  privilege  does.  See  act 
of  January  24, 1802,  §  108,  Rev.  Stat;  §  859,  Bev.  Stat;  act 
of  January  24,  1862,  c.  11,  12  Stat  383;  §  860,  Rev.  Stat; 
act  of  February  26, 1868,  c.  13,  §  1;  15  Stat  87;  act  of  Feb. 
ruary  11,  1893,  27  Stat  443;  Couwelnuin  v.  Hitchcock,  142 
U.  S.  547;  Broiim  v.  Walker,  161  U.  S.  691. 

The  absurdity  and  impossibility  of  imposing  all  the  con- 
ditions and  limitations  of  the  constitutional  privilege  shows 
that  tiie  immuoity  statute  was  inten^led  to  operate  as  a  grant 
of  amnesty  or  pardon. 
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Argument  for  PMttioner. 

The  public  policy  of  the  statute  shows  that  it  should 
operate  as  a  grant  of  amnesty  or  pardon.  United  States  ▼. 
Armour,  142  Fed.  Rep.  819,  896. 

[ISS]  The  weight  of  authority  shows  that  the  immunity 
statute  is  an  act  of  general  amnesty,  i^d  therefore  should 
operate  as  a  pardon  from  the  Government.  Br&wn  v. 
Walker,  161  U.  S.  691;  BurreU  v.  Montana,  194  U.  8.  672, 
578;  Hale  r.  Henkel,  201  U.  8.  48,  67;  United  States  y. 
Price,  96  Fed.  Rep.  962;  United  States  v.  Swift,  im  Fed. 
Rep.  1002.  State  v.  Murphy,  107  N.  W.  Rep.  470,  distin- 
guished. 

The  pardon  or  amnesty  theory  of  the  immunity  statute 
affords  a  complete  refutation  (1)  of  every  argument  ad- 
vanced by  the  Government,  (2)  of  every  grouhd  for  the 
opinion  of  the  learned  trial  court,  save  one,  (8)  and  of 
every  ground  assigned  by  the  learned  Court  of  Appeals 
Without  exception,  in  opposition  to  the  plea  in  bat  herein. 

The  authorities  cited  by  the  Government  for  its  conten- 
tions, or  those  of  the  court  below,  are  not  in  point,  if  the 
immunity  statute  be  treated  as  a  statute  of  amnesty. 

There  are  but  three  eases  in  which  the  witness  has  pleaded 
the  immunity  statute  in  bar  to  a  prosecution.  Ufdted  States 
V.  Armour,  142  Fed.  Rep.  808;  United  States  v.  Swift, 
186  Fed.  Rep.  1002;  State  v.  Murphy,  107  N.  W.  Rep.  470, 

It  would  seem  to  follow  from  this  review  of  cited  cases, 
none  of  which  support  the  contention  of  the  Government 
that  the  immunity  statute  of  1903  is  merely  a  defense 
against  self-incrimation,  requiring  to  be  pleaded  as  a  privi- 
lege, and  extending  no  further  than  the  exclusion  of  testi« 
mony  given ;  n^*  anything  against  the  contention  that  the 
statute  grants  general  amnesty  to  witaiesses,  as  this  court 
has  said,  operating  in  everj^  caSe  to  which  it  is  applicable^ 
em  prdprio  mgare  as  a  pardon  does. 

The  <petiti<«er's  former  testim<my  was  "concerning "  Uie 
^^transaction,  matter  or  thing"  on  account  of  whidi  he  i$ 
being  prosecuted,  within  tiiie  meaning  of  the  statute; 
although  the  partictdat  offense  for  which  he  has  been  in- 
dicted was  ndt  the  direct  subject  ol  the  inquiry  at  which 
[1S4]  he  testified)  yet  it  Was  riieidentally  discovered)  led.  ^p^ 
to  and  prosecuted  by  means  of  his  testimony. 
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ArgiUMBl  for  Ptttttoner. 

The  word  ^^oonoeming"  should  reoeivie  the  broadest  poeh 
sible  construction.  Brawn  ▼.  Walker^  Iftl  U.  S.  623;  United 
States  y.  Burr^  25  Fed.  Cas.  40;  Coun$elman  v.  HUeheockj 
142  U.  S.  561,  562;  Hale  ▼.  Henkel,  201  U.  S.  67;  Bofd  ▼. 
27m^<;  States,  116  U.  S.  616,  629;  People  v.  For&e«,  143 
N.  Y.  219,  228;  Jim.  LUhographic  Co.  y.  Werchmeisterj  221 
U.  S.  608,  611. 

Whether  or  not  the  immunity  statute  should  reoeive  a 
broad  application  is  a  political  question,  and  the  policy 
adopted  by  Congress  is  final  and  binding  on  all. 

Public  policy  is  a  political  question,  and  it  is  the  province 
of  Congress,  m  the  first  place,  to  determine  the  public 
policy  of  every  statute  it  enacts  Pennsylvania  v.  W heeling j 
18  How.  440;  Bhode  Island  v.  Massachusetts,  12  Pet.  737, 
738;  Luther  v.  Borden,  7  How.  42;  WUUam  v.  Suffolk,  Ae^ 
13  Pet.  420;  Foster  v.  NeOson,  2  Pet  253;  Head  Money 
Cases,  112  U.  S.  598;  United  States  v.  Bauseher,  119  U.  S. 
418,  419;  United  States  v.  OotUns,  25  Fed  Cas.  650;  United 
States  V.  Armour,  142  Fed.  Bep.  826. 

The  pleadings,  (A  the  plea  in  bar,  affocded  sufficient  evi- 
dence on  the  question  of  relevancy  to  make  it  error  to  direct 
the  verdict  on  the  qiecial  trial  of  the  plea. 

The  Circuit  Court  of  Appeals  erred  in  holding  that  pe- 
titioner was  entitled  to  no  immunity  because  he  was  sub* 
pcenaed  and  testified  as  an  officer  of  the  corporatixMi  under 
investigation  at  the  anti*trust  proceeding,  where  he  gave 
the  evidence  he  now  relies  on.  State  v.  Nou>ell,  58  N.  H. 
314;  Brou>n  v.  Widher,  161  U.  S.  602;  Hale  v.  Henha,  201 
IT.  S.  69-70.  Wilson  v.  United  States,  221  U.  S.  361,  dis- 
tinguished. And  Befb  B.  di  O.  v.  Int.  Com.  Comm.  221 
U.  S.  612;  Am.  Lith.  Co.  v.  Wen^meister,  221  U.  8.  611; 
Int.  Com.  Comm.  v.  Baird,  194  U.  8.  25. 

The  court  below  erred  in  denying  the  motion  of  the  de- 
fendant Heike  for  a  sepi^ate  trial.  He  was  unlawfully 
[18ft]  prejudiced  by  being  tried  together  with  the  other 
defendants. 

No  man  can  receive  a  fair  trial  if  he  is  forced  to  stand  in 
a  background  of  fraud  and  knavery  created  by  the  acts 
of  others  but  which  necessarily  throw  their  dubious  gloom 
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for 

oyer  im  own  oonduct  and  in4[>art  a  sinister  significanoe  to 
his  most  innooent  acta  WkUe  ▼•  The  People^  81  Illinois, 
SSft;  State  v.  Oxendine,  107  Nor.  Car.  788. 

In  addition,  the  defendant  was  greatly  prejudiced  by 
the  fact  that  during  the  course  of  the  trial  three  of  the 
other  defendants  pleaded  gniUy.  This  turn  of  events  diould, 
it  is  sutnnitted,  have  induced  the  court  to  grant  to  the  de- 
fendant Heike  a  separate  trial.  VniUd  States  v.  Mattk&wSy 
Fed.  Cas.  No.  157416/  Krmae  v.  United  States^  147  Fed. 
Reii.444. 

While  the  lower  court  had  discretion  upon  the  motion  for 
a  severance,  United  States  v.  Marekantj  12  Wheat.  480; 
United  States  v.  BaU^  168  U.  S.  602,  it  does  not  follow,  how- 
ever, that  the  granting  or  d^al  of  the  motion  is  mot  subject 
to  review  by  this  court.  O^ConneU  v.  Pennsylvania  Co.j  118 
Fed.  Rep.  991;  Osborne  v.  TAs  Bank,  9  Wheat  788,  866; 
Krause  v.  United  States,  147  Fed.  Sep.  444;  White  v. 
People,  sitpra;  Morrow  v.  The  State,  14  Lea  (Tenn.))  488; 
Watson  V.  The  State,  16  Lea,  604;  State  v.  Desroehe,  47  La. 
Ann.  651. 

It  was  error  to  convict  petkioner  on  the  sixth  count,  for 
conspiracy. 

It  has  become  customary  for  prosecutors  to  charge  con- 
spiracy rather  than  the  commission  of  actual  crime  in  their 
indictments,  especially  statutory  crimes  of  the  class  under 
consideration.  Although  relying  on  the  same  evidence, 
they  find  it  easier  to  convince  a  jury  of  secret  conspiracy 
than  of  a  palpable  crime;  it  opens  the  dotft  to  metaphysical 
speculation  in  place  of  dry  proof;  the  inquiry  is  into  inten- 
tions rather  than  acts;  it  is  a  reversion  to  all  the  evils  of 
the  old  practice  when  the  trial  was  of  a  [136]  conspiracy . 
in  the  minds  of  the  conspirators  without  overt  acts  to  show 
it.  This  is  abuse.  See  United  States  v.  Kissel,  173  Fed. 
Eep.  823,  828;  Wharton's  Criminal  Law,  §  1402. 

The  circumstantial  evidence,  from  which  alone  the  jury 
inferred  petitioner's  participation  in  and  knowledge  of  the 
frauds  in  question,  was  not  legally  sufficient  for  those  pur- 
poses; the  learned  trial  court  erred  in  allowing  the  jury  to 
draw  such  inference,  and  the  learned  Court  of  Appeals 
erred  in  affi.rming  the  judgment  in  that  respect 
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Argfuaeat  for  tlie  United  States. 

The  kamed  trial  oourt  committed  reversiblB  eitar  in 
admitting  in  evidence  the  so-called  ^'  pink  books."  Chicago 
Lumbering  Go.  v.  Hewitt,  64  Fed.  Rep,  814;  Kent  v.  Garvnij 
1  Gray,  148;  Oauld  v.  Hartley,  187  Massachusetts,  561; 
Norwalk  v.  Ireland,  68  Cwmecticut,  l;.SfJi>an  v.  ThurTnan, 
112  Michigan,  416;  People  v.  MitoheU,  M  California,  550; 
Price  V.  Standard  Life  Oo^  90  Minnesota,  264;  Chaffee  t. 
United  States,  18  Wfdl&lQ. 

The  admission  of  hearsay  evidence,  in  addition .  tQ.  the 
ordinary  error,  violated  the  right  of  accused  to  be  con- 
fronted with  the  witnesses  against  him.  United  States 
Constitution,  6th  Amendment ;  ifotes  v.  United  States,  178 
U.  S.  468;  Eirby  v.  United  States,  174  U.  S.  47;  Cooley 
on  Constitutional  Limitations^  7th  ed.^  p.  451;  Pepjie  v. 
Bromwioh,  200  N.  Y.  .385;  State  v.  Thomas,  64  Nor.  Car.  74; 
United  States  v.  AngeU,  11  Fed.  Rep.  34,  43;  People  v. 
Goodrode,  132  Michigan,  :542. 

The  trial  court  committed  reversible  error  in  allowing 
i^  evidence  acts  and  declaration^  of  a  co-conspirator  thir- 
teen years  prior  to  the  conspiracy.  Logan  v.  United  States^ 
144  U.  S..263;  Ttaim  v.  JayiZdr,  51  Hyn  (ST-.Y.),  215;  State 
V.  Crofford,  121  Iowa,  395;  Williams  v.  Dickinson,  28  Flor- 
ida, 90;  Wilson  v.  People,  94  Illinois,  2fl9;  People  v.  Irwin, 
77  California,  494;  State  v.  Moherly,  121  Missouri,  604! 

[187]  Mr.  Assistant  Attorney  General  Denison,  with 
whom  Mr,  Henry,  Z.  Stimson  and  Jfn  FeZia;  Frankfwrter 
were  on  the  brief,  for  the  United  States. 

The  plea  of  immunity  was  not  well  founded.  Hale  v. 
Henkelj  201  U/S.  43,  69;  Brown  v.  TTaZA^^r,  161  TI.  S.  691; 
United  States  y.  Swift,  186  Fed.  Rep.  1002;  United  States 
V.  Armour,  142  Fed  Rep.  808;  ^S/^^te  v.  Murphy,  128  Wis- 
consin, 201;  State  v.  Warner,  ;13  t^a  (Tenn.),  52,  62-64; 
/n  r^  Kittle,  180  Fed.  Rep.  946,  948  (So.  Dist.,  N.  Y.) ; 
f/nited  States  v.  KimbaU,  117  Fed.  Rep.  156, 163,  166,  168. 

The  immunity  provisions  are  statutes  in  derogation  of 
essential,  governmental  powers^  and  as  such  should  not  be 
extended  beyond  :the  purpose  of  their  enactment.  Louis- 
ville Railway  v.  Keritucl(^,  161  U.  S.  677,  685;   United 
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Argomeat  Cqr  tte  United  States. 
iSfo^  ▼.  ButTf  2&  Fed.  Cae.,  pp.  39-40;  HfOs  r.  Hekkel, 
9Upra;  Awerica/n  Lithographic  Camp<mjf  v«  Werekmeiat&Tj 
221  U.  S.  603;  Wigmore  on  Evidence,  §  2192.  .    . 

The  purpose  of  the  immunity  statutes,  as  shown  by 
their  structure  and.  their  historical  evolutiony  was  to  pre- 
vent ther  obfitruotioi^  of  the  (^^[wcified  proaecuiioi|8  by  the 
exercise  of  the  constitutional  privilege.  This  pt^rpose  was 
accomplished  by  an  exchange  of  immunity  for  the  privi- 
lege. There  is  nothing. either  in.  the  teti?ns  of  the.  act  or 
its  history  to  indicate  any  intention  ot  granting  a  bonus 
in  addition  to  this  exchange. 

The  form  of  ^e  .act  of  February  11,  1893,  is  a  balance 
^idicating  an  exchange.  The  clause  *  beginning  ^But"  is 
in  relation  to  and  a  plain  exchange  for  the  cUns^  whieh 
withdraws  the  ^excuse''  from. testifying  on  the  ground  of 
inqriminstion. 

AIsp  the.  word  ^concerning''  indicates  a  real,  connection 
with  a  crime  analogous  to  the  connection  which  would  raise 
the  priviljBge. 

The  theory  of  petitioner's  brief,  that  the  purpose  of 
Congress  was  to  ^encourage  yolunteer  witnessea"  and  to 
*^ persuade"  them  to  testify,  by  giving. them  ^^a  rewavd" 
[^8]  of  absolution  from  a}l  crimes,  has  nothing  whatever 
to  base  itself  on.  It  was  repudiated  by  Judge  Carpenter 
in  the  Swift  case^  supra^  and  by  Wign^ore  in  the  paiteage 
quoted;  fiipro. 

Congress  jhas  been  exceedingly  conservative  in  the  en- 
acf^ment  of  statutes  granting  immiiiqty;  lusteBd  of  pass- 
ing a  general  in^pui^ity  statute,  it  has  gone  step  by  step, 
granting  no  greater  immunity  than  was  necessary  for  the 
enforcement  xA  i^he  •  various  commerce  b^ws.  Section  860 
of  the  Revised  Statutes; .  Gpumeknuin  v.  Bitchcock^  142 
n.  S.  547;  act  of  February  11,  1898  (27  Stat  448,  see 
appendix);  4^>^^^^v»  Lithographic  Go.  .y.  W^m^kmeister^ 
2?1  U.  S.  603,  611 5  Brown  y.  WqLkert  161  U.  S-  «9JL;  F^te 
V.  B^chatriany  113  Fed.  Rep.  J69;  act  of  February.  ^  1903, 
I  supra;  Hale  v.  Henkel^  ^^(pra;  United  States  ?<  ArmpfUTy 
9uprq;  act  of  June  30,  1906  {H  Stat.  798,  appendix)  ;i act 
9i  Marph  2«  1907^  ^  Stm,  84  Stat  1246;  UniM  StaU$y. 
Kiniba^y  0Ut9ra.  ,     >:      ..}.-.  r       ..  ..  ,i:;-l    ■ 
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Argmnait  tor  the  United  Stetes. 

No  possible  public  policy  calls  for  an  extension  of  the 
immunity  statute  to  ttie  giving  of  innocent  evidence  not 
protected  by  the  constitutional  privilege.  State  v.  Murphy^ 
wpra. 

None  of  the  evidence  adduced  by  Heike  was  incriminat-  « 
ing,  and  none  of  it  could  hftve  been  withheld  by  him  under 
the  constitutional  privilege.  UnUed  Stales  v.  Burr^  supra; 
Brown  v.  Walker^  supra;  Queen  v.  Boyes^  1  B.  &  S.  811, 
821;  SfB  parte  Irvine,  74  Fed.  R^.  960;  UnUed  States  v. 
Prieey  168  Fed.  Sep.  904,  907;  Hieh&ry  v.  Vniied  States, 
151  U.  S.  803;  Hoyden  v.  WUUams,  96  Fed.  Sep.  279,  281- 
282;  WHson  v.  Umted  States,  221  U.  S.  861;  Dreier  v. 
United  States,  221  U.  S.  894;  fi.  €6  <7.  v.  /n#.  Com.  Comm., 
221U.  S.  612. 

The  immunity  statutes  do  not  grant  immunity  except- 
ing for  offenses  under  the  acts  to  which  they  refer.  As  to 
evidence  tending  to  incriminate  a  witness  of  oflier  offenses 
entirely  unrelated  to  sucji  acts,  he  stfll  retains  the  consti- 
[1S9]  tutional  privilege.  Beutdl  v.  Magone,  157  IT.  S.  154, 
157,  158;  State  v.  EUswoHh,  181  Nor.  Car.  778;  Common- 
vyeaUk  v.  DaJy,  4  Gray  (Mass.),  209;  Rudolph  v.  State,  128 
Wisconsin,  222,  226. 

The  admission  of  the  eo-called  "  pink  books  ^  on  the  trial 
of  the  plem  of  not  guilty  was  not  error. 

An  unfleeessarily  complete  foundation  was  laid  for  these 
books.  Chicago  Lumbering  Co.  v.  Hewitt,  64  Fed.  Rep. 
»14;  Miss.  Logging  Co.  v.  Rohsen,  69  Fed.  Hep.  778,  781, 
788  (C.  C.  A,  8th  C.) ;  Oreene  v.  United  States,  154  Fed. 
jeep.  401;  Ketreh  v.  United  States^  171  Fed.  Eep.  866,  869; 
Orunberg  v.  United  States,  14t5  Fed.  Rep.  81,  91;  Bacon  v. 
United  States,  97  Fed.  Rep.  35,  40^1;  1  Wigmore  on  Evi- 
dence, §  1521,  pp.  1888-89,  and  §  1530,  pp.  1895-96;  Conti- 
nental Bank  v.  National  Bank,  108  Tennessee,  874. 

The  admisaon  on  the  main  trial  bf  the  testimony  of 
Spitaser  concerning  the  early  history  of  the  conspiracy  was 
not  error.  United  States  v.  KisseU,  supra;  Wood  v.  United 
States,  16  P^et.  842,  860-861;  Bottomly  v.  United  States,  1 
Story,  185;  United  States  v.  S6  Barrels,  7  Blatch.  469,  472; 
Standard  ^  Co.  t.  United  States,  221 U.  S.  1;  8  Oreenleaf 
on  Evidence,  16th  ed,  §  98;  State  v.  Walker,  Mpm. 
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'  Opinion  of  tbe  Ccmrt 
Mr.  Justice  HoLHES  delivered  the  opinion  of  the  court 

Tlae  petitioner  was  indicted  for  frauds  on  the  revenue, 
and,  in  thi^  sixth  count,  under  £ev.  Stat,  §  5440,  for  a  con- 
spiracy to  commit  such  frauds  by  ejffecting  entries  of  raw 
sugars  at  less  than  their  true  weights  by  means  of  false 
written  statements  as  to  the  same.  Rev.  Stat.,  §  5445.  Act 
of  June  10,  1890,  c.  407,  §  9,  26  Stat  131,  135.  He  pleaded 
in  bar  that,  in  1909  ajad  1910,  answering  the  Government's 
aubpcena,  he  had  testified  and  produced  documentary  evi- 
dence before  a  Federal  grand  jury  investigating  alleged 
breaches  of  the  Sherman  Anti-Trust  Act,  that  the  testimony 
and  documents  concerned  the  subject-  [140]  matter  of  the 
present  indictment  and  that  therefore  he  was  exempted  from 
liability  by  tk»  act  of  February  25, 1903,  c  755,  32  Stat  854, 
904,  as  amended  June  30, 1906,  c.  3920,  34  Stat  798.  There 
was  a  z«pliMtion;  issue  was  joined;  a  trial  was  had  upon 
tbe  plea,  in  which  the  court  directed  a  verdict  for  the  Oov- 
Msunant,  175  Fed.  Bep.  852;  leave  was  given  to  plead  over; 
a  pNmaturie  attempt  was  made  to  bring  the  case  before  this 
oaurt,  S17  U.  S.  428,  and  then  there  was  a  trial  on  the  merits 
in  wdiich  the  patitioner  was  found  guilty  on  the  sixth  count 
The  Circuit  Court  of  Appeals  affirmed  the  judgment,  192 
Fed.  iBepu  8t,  112  C.  C.  A.  616.  Whereupon  a  writ  of  certio- 
rari was  granted  by  this  court 

The  investigation  in  which  the  petitioner  testified  con- 
ceniBd  transactioBs  of  the  American  Sugar  Refining  Com- 
pany* See  PenMylvania  Sugar  Refining,  Co.  v.  American 
Sugar  Befimimg  Co.^  166  Fed.  Bep.  254.  The  petitioner  was 
summoned  to  produce  records  of  the  American  Sugar  Be- 
finfang  Company  and  to  testify.  He  appeared,  produced 
f he  fcicords  and  testified  that  he  was  the  person  to  whom 
the  BubpoNias  weoe  addressed,  secretary  of  the  New  York 
carporaj^OBi  and  secretary  and  treasurer  of  the  New  Jersey 
cbrporatioa  of.  the  same  name.  He  summed  up  what  the 
iioolo  t^^rodui^  showed  as  to  the  formation  of  the  New 
Yofk  company.  He  identified  his  signature  to  foipr  checks 
of  thiB!  company  ix^  a  tjransaction  not  in  question  here — ^the 
Eis^el^Segal  loan  mentioned  in  United  States  v.  Kwely  218 
U.  S.  601,  608.    These  checks  were  not  used  in  the  present 
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case.  Ho  testified  as  to  the  ownership  of;  the  Haveni^er 
and  Elder  Refinery  in  Brooklyn.  Finally  he  produced  a 
table  ishowing  how  many  pounds  of  sugar  were  mdted 
each  year  from  1887  to  1907  in  each  refinery,  this  table  of 
course  not  purporting  to  represent  the  petitioner's  personal 
knowledge,  but  being  a  summary  of  reports  burnished  by 
the  company's  different  employees,  and,  the  Gtevemment 
contends,  volunteered  by  him. 

[1411  The  act  of  February  25,  1908,  c.  756,  89  Stat.  864, 
904,  appropriates  $500,000  for  the  enforcement  of  the  Inter- 
state Commerce  and  Anti-Trust  Acts,  *^  Provided,  ttiat  no 
person  shall  be  prosecuted  or  be  subjected  to  any  penalty 
or  forfeiture  for  or  on  account  of  any  transaction,  matter, 
or  thing  concerning  which  he  may  testify  or  produce  evi- 
dence, documentary  or  otherwise,  in  any  proceeding,  suit, 
or  prosecution  under  said  acts;  Provided  further,  that 
no  person  so  testifying  shall  be  exempt  from  prosecution 
or  punishment  for  perjury  committed  in  so  testifying." 
(This  last  proviso  was  added  only  froin  superfluous  oau- 
tion  and  throws  no  light  on  the  construction.  OUehitein 
V.  United  States,  222  U.  S.  189,  148,  144.)  By  the  4imend- 
ment  of  June  80,  1906,  c.  8920,  84  8tat.  798i,  immunity 
under  the  foregoing  and  other  provisions^  ^  shall  extend 
only  to  a  natural  person  who,  in  obedienec  to  «  Mbpoena. 
gives  testimony  under  oath  or  i^foduces  evidence^  docu- 
mentary or  otherwise,  under  oath." 

The  petitioner  contended  that,  as»  soon  as  he  had  testified 
upon  a  matter  under  the  Sherman  Act,  he  had  an  amnesty 
by  the  statute  from  liability  fot  any  -and  every  offense 
that  was  connected  with  that  matter  in  any  degree^  or, 
at  least,  every  offense  toward  the  diseovery.  of  Which  his 
testimony  led  up,  even  if  it  had  no  aetual' effect  in  bringing 
the  discovery  about.  At  times  the  argument  seemed  to 
suggest  that' any  testimony, '  although  not  ineriiniiiiEtiBg, 
if  relevant  to  thie  later  charge,  brought' the  lamnaBtjrinto 
play.  In  favor  of  the  broadest  oonstriiction  of  the  im- 
munity act,  it  is  argued  that  when  it  i;^as  passed  thebe  Was 
an  imperious  popular  demand  that  the'  inside  working  of 
the  truMs  should  be  investigated,  and  that  the^  p^le  lind 
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Coigrbaa'dBit^iSo  milch  ta<  seci^re . tbe  neoessary  ei^denoe 
&sA  they  were  wUliiig  that  some  guilty  persons  should 
escape,  as  that  reward  was  neoessary  to  the  end.  The 
Govenmient,  on  the  other  hand,  maitttains  that  the  statute 
should  be  limited  as  nearly  as  may  [142]  be  by  the  bounda- 
ries of  the  constitutional  privilegie  of  which  it  takes  the 
plaee. 

Of  course  there  is  a  clear  distinction  between  an  amnesty 
and  the  constitutioaaal  protection  of .  a  party  from  being 
compelled'  in  a  criminal  case  to  be  a  witness  against  him- 
self«  Amendment  V,  But. the  obvious  purpose  of  the  ^t- 
ute  is  to  make  evidence  availf^ble  and  compulsory  that 
otherwise  could  not  be  got  We  see  no  reason  lor  sup- 
posing that  the  act  offered  a  gratuity  to  crime.  It  should 
be  construed,  so  far  as  its  words  fairly  allow  the  construc- 
do^f  as  <>oter9unous  with  what  otherwise  wou}d  ha^e  been 
the  privilege  of  the  person  concerned.  We  believe  its 
policy  to  be.  the  same  as  that  of  the  eaidier  act  of  February 
11,  1893,  c.  83,  27  Stat.  443,  which  read  "  No  person  shall 
be  excused  from  attending  and  testifying,"  &c.  ^'  But  no 
person  shall  be  prosecuted,'^  Ac^  as  now,  thu^  showing  the 
correlation  between  constitutional  right  aad  immunity  by 
the  form.  That  statute  was  passed  bemuse  an  earlier  one, 
in  the  language  of  a  late  case,  ^.^was  aot  coextensive  with 
the  constitutional  privilege.''  Am^riam  LUhograpMc  Co. 
V.  Werckmeister,  221  U.  S.  003,  611.  CJompare  act  of  Feb- 
ruary 19,  1903,  c  708,  §  3,  32  Stat  847,  848.  To  illustrate, 
we  tiiink  tit  plain  that  merely  testifjdng  to  hisowji^  name, 
althou^  the  fact  is  releyaaxt  to  the  pr^sent  indictment  as 
well  as  to  the  previous  investigation,  was  not  enough  to  give 
.the  petitioner  the  benefit  of  the  act.  See  8  Wigmore,  Evi- 
dence, §  2261.  . 

There  is  ^o  need  to  co|:^der  exactJiy  hpw  far  the  {»ral- 
lelisin  should  be  cai;ried»  It  is  to  bei  noticed  tha;t  the  tastd- 
mpny  mo^  relied  upon  was  the:  summary  miMie  from  the 
books  jof  the  company  by  its  servants,  at  the  petitioneit's 
directioio,  and  simply  hand^  over  by  h^ilii;  <t|iat  apart  fri^m 
.  the  statute  the  petitioner  could  not  havse  prevented  the  pro- 
.  du^n  of  the,  books  or  pap9»  of  iht^^wmpwajytn^iMike 
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summary  was  when  made^  or  refused  it  if  [14S]  he  had  the 
custody  of  them,  and  that  the  dedskms  that  establidied 
the  duty  to  produce  go  upon  the  absence  of  constitutional 
privilege,  not  upon  the  ground  of  statutory  immunity  in 
such  a  case.  WUsan  v.  United  States,  221  U.  S.  361,  877 
et  9eq.  Dreier  v.  United  States^  321  U.  &  894,  4M.  BmUi- 
more  dk  Ohio  B.  R.  Co.  y.  Interstate  Commerce  CommUs- 
sion,  221  U.  S.  612,  628.  Wheeler  v.  United  States,  226 
U.  S.  478.  OroiU  v.  United  States,  ante,  p.  76.  But  ikis 
consideration  does  not  stand  alone,  for  the  evidence  given 
in  the  former  proceeding  did  not  concern  the  present  one 
and  had  no  such  tendency  to  incriminate  the  petitioner  as 
to  have  afforded  a  ground  for  refusing  to  give  it,  even 
apart  from  the  statute  and  the  fact  Hiat  it  came  from  the 
corporation  books.  Taking  all  these  considerations  together 
we  think  it  plain  that  the  petitioner  could  take  nothing 
by  his  plea. 

The  evidence  did  not  concern  any  matter  of  the  present 
charge.  Not  only  was  the  general  subject  of  the  former 
investigation  wholly  different,  but  the  specific  things  testi- 
fied to  had  no  connection  with  the  facts  now  in  proof  much 
closer  than  that  they  all  were  dealings  of  the  same  sugar 
company.  The  frauds  on  the  revenue  were  accomplished 
by  a  secret  introduction  of  springs  into  some  of  the  scales 
in  such  a  way  as  to  diminish  the  apparent  weight  of  some 
sugar  imported  from  abroad.  The  table  of  meltings  by 
the  year  had  no  bearing  on  the  frauds,  as  it  was  not  con- 
fined to  the  sugar  fraudulently  weighed  and  it  does  not 
appear  how  the  number  of  pounds  was  made  up.  The  mere 
fact  that  a  part  of  the  sugar  embraced  in  the  table  was 
the  sugar  falsely  weighed  did  not  make  the  table  evidence 
concerning  the  frauds.  The  same  consideration  shows  that 
it  cUd  not  tend  to  incriminate  the  witness.  It  neither  led 
nor  could  have  led  to  a  discovery  of  his  crime.  So  the 
admission  of  his  signature  to  certain  checks,  although  it 
furnished  a  possible  standard  of  the  petitioner's  handwriting 
if  there  had  [144]  been  any  dispute  about  it,  which  there 
was  not,  in  the  circumstances  of  this  case  at  teast  had 
neithev  connection  nor  erimisating  effect.  When  the  ^tetute 
speaks  of  testimony  concerning  a  matter  it  means  concern- 
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ing  it  in  a  sabfitantial  way,  just  as  tiie  coDStitiitioiLal  pro* 
tection  is  confined  to  real  danger  and  does  not  extend  to 
remote  possibilities  out  of  the  ordinary  courae  of  law. 
Brown  v.  Walkery  161  U.  8.  591,  599,  600.  See  5  Wigmore, 
Evidence,  §  2281,  p.  &S6.  Other  questions  would  have  to 
be  dealt  with  before  the  petitioner  could  prevail  upon  his 
plea;  but  as  we  eonsiler  what  we  have  said  sufficient,  we 
shall  discuss  it  at  no  greater  length.  There  was  no  dispute 
as  to  the  facts  and  a  verdict  upon  it  for  the  Oovemment 
properly  was  directed  by  the  court. 

The  other  matters  complained  of  would  not  have  war- 
ranted the  issue  of  the  writ  of  certiorari  and  may  be  dealt 
with  in  few  words.  The  petitioner  was  denied  a  separate 
trial,  and  this  is  alleged  as  error.  But  it  does  not  appear 
that  the  discretion  confined  to  the  trial  judge  was  abused. 
United  States  v.  BaU,  163  U.  S.  662,  672.  Again  it  is  said 
that  if  the  evidence  proved  the  petitioner  guiltjr  of  a  con- 
spiracy it  proved  him  guilty  of  the  8id)8ta2itive  offense. 
It  may  be  that  there  has  been  an  abuse  of  indictment  for 
conspiracy,  as  suggested  by  Judge  Holt  in  United  States  v. 
Kissel,  173  Fed.  Kep.  823,  828,  but  it  hardly  is  made  clear 
to  us  that  this  is  an  instance.  At  all  events  the  liability 
for  conspiracy  is  not  taken  away  by  its  success — that  is,, 
by  the  accomplishment  of  the  substantive  offense  at  which 
the  conspiracy  aims.  Brown  v.  Elliott,  226  U.  S.  392.  Beg. 
V.  Button,  11  Q.  Bw  929.    Rex  v.  Spragg,  2  Burr.  993,  999. 

An  objection  is  urged  to  the  admission  of  certain  books, 
called  the  pink  books,  in  evidence — ^they  being  the  books 
in  which  were  entered  weights  given  by  one  set  of  weigh- 
ersr-the  city  weighers — the  weighers  not  having  been  called. 
These  weights  were  the  higher  ones  and  were  introduced 
as  evidence  of  tbe  discrepancy*  They  appear  [146]  to 
have  been  accepted  by  the  company,  were  checked  by  the 
company's  tallymen,  who  testified,  and  if  other  evidence 
than  that  of  the  men  who  made  the  entries  was  necessary 
it  was  produced.  See  2  Wigmore,  Evidence,  §§  1521,  1530. 
Another  objection  to  evidence  concerned  the  admission  of 
testimony  that  the  same  course  of  conduct  was  going  on 
long  before  the  date  in  the  indictment  when  it  is  alleged 
that  the  defendants  conspired.    The  indictment  of  course 
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charged  a  eonspixacy  not  barred  by  Ibe  statute  of  limita- 
tioais,  but  it  was  permissible  to  pro^e  that  the  course  of 
fraud  was  entered  on  long  before  and  kept  up.  Wood  v. 
United  Statesy  16  Pet  342,  360. .  Standard  OU  Co.  v.  United 
Statesj  221  U.  S.  1,  76.  The  acts  and  directions  of  earlier 
date  tended  to  show  that  the  same  conspiracy  was  on  foot 
The  petitioner  was  there.  The  time  of  his  beconung  a  party 
to  it  was  uncertain.  The  longer  it  had  lasted  the  greater 
the  probability  that  he  knew  of  it  and  that  his  acts  that 
helped  it  were  done  with  knowledge  of  their  effect  We 
think  it  unnecessary  to  discuss  the  suggestion  that  the  evi- 
dence did  not  warrant  leaving,  the  case  to  the  jury,  or  to 
add  further  to  the  discussion  that  the  case  received  bdow. 
Judgment  affirmed* 


UNITED  STATES   FIRE   ESCAPE   COUNTERBAL- 
ANCE  CO.  V.  JOSEPH  HALSTED  CO; 

(District  Court,  N.  b.  minois,  B.  D.    AprU  ie»  1912.) 

[105  Fed.  B^.  295.] 

MoNOPOLKs  (i  21) — O0KBINAT10N8 — Rights  of  Mkicbebs. — An  as-' 
signee  oi  a  patent  holding  nnder  an  assignilient  made  in  aid  of  a  com- 
bination violative  of  the  Sherman  Anti'Trust  Act  (act  July  2,  1880, 
c.  647,  26  Stat.  209  [U.  S.  Ckxnp.  St.  1901,  p.  3200])  may  sue  in 
equity  an  infringer  of  the  patent  who  can  not  jQstify  his  wrongfal 
acts  by  attacking  the  assignee  as  an  unlawful  oombln^tion,  since  a 
decree  establishing  title  in  the  assignee  and  an  Infringemept  by  the 
infringer  need  not  touch  the  question  of  illegal  combination.*  ^ 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Cent.  Dig.  I  15; 
Dec.  Dig.  I  21.1 

In  Equity.  Suit  by  the  United  States  Fire  Escape  Coun- 
terbalance Company  against  the  Joseph  Halsted  Company. 
Exceptions  to  the  substituted  amendment  of  answer  sus- 
tained..  ^ 

«  Syllabus  copyrightjBd,  1912,  by  West  Publishing  Company.       • 
^The  same  genetal  principle  fs  stilted  In  Coc»-Ooia  Cb,  v.  DeMon' 
Brown  Co.,  200  Fed.  105,  106;  Oocfi-Ooln  Oo.  v.  Qay-^Ou  <?oi.».20O  Fe^ii 
720»  726 ;  &ea/rohligU  Hqm  Co,  ,t.  PTe$i'0'me  Co^  215  Fe^  ^92,  €{97,.   > , 
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Opinion  of  the  Court 
Brovm<&  Hopkins^  of  Chicago,  111.,  for  complainant. 

HiU  d6  J7tB,  of  Chicago,  111.,  fcfr  defendant. 

Sanborn,  District  Judge. 

Exceptions  to  amendment  to  answer.  An  order  sustain- 
ing exceptions  to  a  part  of  the  original  answer  having  been 
made,  defendant  was  allowed  to  amend,  and  did  so,  March 
[296 1  15,  1912.  £!xceptions  being  made  to  the  amendment 
and  heard,  defendant  offered  a  substitute  amendment,  and 
miEi<}e  a  moticm  for  leave  to  file  April  10, 1912.  This  motion 
was  gtanted,  the'  exceptions  to  the  amendment  to  stand  as 
exceptions  t9  the  substitute.  The  only  question  is  whether 
the  assignment  of  .a  patent  in  aid  of  a  combination  made 
unlawful  by  the  Sherman  Act  operates  to  pass  titl^,  or  is  to 
be  treated  as  absolutely  void  for  all  purposes  and  in  all 
places.  May  an  infringer,  one  who  unlawfully  takes  the 
property  of  another,  defend  himself  on  the  ground  that  the 
property  so  taken  or  despoiled  became  vested  in  his  adver- 
sary by  an  unlawful  act?  Is  the  latter  to  be  excluded  from 
the  courts  because  he  is  himself  a  lawbreaker,  or  is  his  own 
wrongdoing  t6  be  redressed  only  through  the  remedies  pecul- 
iarly applicable? 

It  is  urged  that  the  amendment  to  the  answer  shows  that 
the  assignment  of  the  patent  sued  on  was  made  as  part  of 
an  illegal  scheme  to  monopolize  the  business  of  dealing  in 
fire  escapes,  and  that  defendant,  though  alleged  to  be  an 
infringer,  may  therefore  attack  the  patent  transfer.  Stated 
briefly,  the  substituted  amendment  sets  out  the  following: 
Complainant  does,  not  make,  use,  or  sell  the  patented  devices, 
but  is  an  illegal  c<N:poration  in  the  nature  of  a  trust  to  fix 
prices  or  limit  output,  being  merely  a  holding  aMOopany. 
Complawant.was  org^Aised  to  acquire  patents,  and  gain 
c^trol  of  non-^patented  devices,  for  the  purpose  of  suppress- 
ing competition  and  regulating  prices  of  fire  escapes.  This 
it  does  through  licensees,  who  were  engaged  in  jnakix^  and 
installing  jSire  escapes  prior  to  complainant's  organization. 
The.  business  of  these  licensees  is  substa^itially  the  same  as 
before,  except  that  they  now  pay  license  fees  to  complainant. 
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Each  lioenaee  makes  a  different  fona  of  fire  escape.  Pimv 
to  joining  the  combination  some  of  the  licensees  had  pat- 
ents and  others  had  not  The  latter  class  had  been  making 
fire  escapes  not  within  the  patent  sued  on,  without  moles- 
tation or  payment  of  royalty,  and  they  are  still  making  the 
same  styles  as  before,  but  paying  license  fees  to  complain- 
ant The  licenses  were  made  without  consideration  except 
immunity  to  the  licensees  from  competition  and  unjust 
prosecution,  and  the  opportunity  of  joining  others  in  sup- 
pressing competition  and  raising  prices.  Prior  to  complain- 
ant's organization,  the  fire  escapes,  both  patented  and  non- 
patented,  were  in  competition  which  is  now  suppressed.  It 
is  alleged,  as  a  conclusion  from  the  facts  thus  stated,  that 
complainant  is  an  unlawful  combination  under  the  Sher- 
man Act  (act  July  2, 1390,  c.  647,  26  Stat.  209  [U.  S.  Comp. 
St  1901,  p.  3200]),  all  its  acts  and  contracts  in  furtherance 
of  the  scheme  are  void — 

*'  and  that  any  and  aU  title  to  property  of  aiijr  nature  aoaoired  by  or 
anfler  any  such  contract  or  agreement  in  furtherance  and  In  aid  of 
such  illegal  acts,  is  also  absolutely  void  and  of  no  effect;  thai  the 
alleged  a^Hgnment  of  the  patent  herein  9ued  on  to  the  complainant 
fca$  in  furtherance  of  and  in  aid  of  acc(mipli9Mng  said  Wegal  oomH- 
nation;  that  said  assignment  and  iliis  suit  against  Oda  detendant, 
and  suits  against  others  aimUarly  situated,  are  each  steps  in  one  and 
the  same  fraudulent  and  illegal  scheme,  the  one  being  dependent 
upon  the  other  for  its  success,  to  control  the  prices  of  fire  escapes, 
to  supress  competition,  and  to  compel  this  defendant  and  other 
manufacturers  of  fire  escapes  who  are  not  in  said  combination,  to  yield 
to  the  [297]  demands  of  the  complainant  to  that  effect,  or  to  drite 
them  out  of  the  business  of  manufacturing  and  seUing  fire  escapes, 
to  the  manifest  injury  of  the  public  and  contrary  to  public  policy 
under  the  law;  that  said  assignment  is,  therefore,  ittegal,  void  and 
of  no  force  and  effect  to  transfer  title  of  said  patent  to  the  com- 
plainant  herein;  and  that  the  complainant  therefbre  has  no  title  In 
the  patent  sued  on,  and  no  title  or  tight  of  any  kind'  iBuAHettt  to 
found  this  suit  upon." 

By  the  great  weight  of  Federal  authority,  the  inft4ng«r 
of  a  patent  cannot  justify  his  acts  by  attacking  complainant 
as  a  trust  or  unlawful  combination.  This  is  simply  saying, 
^  You're  another.''  Complainant  may  be  an  obnoxious  com-^ 
bination,  but  that  does  not  excuse  defendant  foi  appro- 
priating its  property.    Such  a  doctrine  would  justify  steal- 
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ing  stolen  goods  from  the  ttdef,  or  despoiliog  any  real  or 
supposed  trust  of  all  its  holdings.  Strait  v.  National  Hot- 
TOW  Co.  (C.  C.)  51  Fed-  819;  Eduon  El.  Lt.  Co.  v.  Sawyer- 
Man  El.  Co.,  53  Fed.  592,  3  C.  C.  A.  605;  OiAs  EUvator 
Co.  V.  Oeiger  (C.  C.)  107  Fed.  131.  In  Conawlly  v.  Union 
Sewer  Pipe  Co.,  184  U.  S.  540,  22  Sup.  Ct  431,  46  L.  Ed. 
679,  Connolly  bought  pipe  and  gave  notes  for  it,  upon 
which  the  suit  was  brought,  alleging  that  he  ought  not  to 
pay  the  notes  because  the  pipe  company  was  an  unlawful 
trust,  and  that  the  sale  for  which  the  notes  were  given  was 
made  in  the  ordinary  business  of  the  trust.  He  also  claimed 
treble  damages  under  the  Sherman  Act.    The  court  say: 

**Th»  defense  cannot  be  maintained.  Assuming,  as  defendants 
contend,  that  tbe  alleged  combination  was  illegal  if  tested  by  the 
principles  of  the  common  law,  still  it  would  not  follow  that  they 
could,  at  common  law,  refuse  to  pay  for  pipe  bought  by  them  under 
special  contracts  with  the  plaintiff.  The  illegality  of  such  combi- 
nation did  not  prevent  the  plaintiff  corporation  from  selUng  pipe 
that  it  obtained  from  its  constituent  companies  or  either  of  them. 
It  could  pass  a  title  by  a  sale  to  any  one  desiring  to  buy,  and  the 
buyer  could  not  justify  a  refusal  to  pay  for  what  he  had  l>ought 
and  received  by  proving  that  the  seller  had  previously,  in  the  prose- 
cution of  its  business,  entered  into  un  illegal  combination  with 
others  in  reference  generally  to  the  sale  of  Akron  pipe.'* 

The  Connolly  case  was  an  action  at  law,  while  this  is  in 
equity,  and  it  is  urged  that  a  court  of  equity  will  not  lend 
its  aid  to  an  illegal  trust  even  to*  the  extent  of  protecting 
its  property  rights.  In  other  words,  that  an  unlawful  com- 
bination may  be  freely  despoiled  of  its  property  without 
equitable  relief,  even  if  it  can  sue  at  law.  No  such  dis- 
tinction is  made  in  the  Connolly  case,  and  the  Circuit 
Court  of  Appeals  of  this  circuit  held  a  like  defense  un- 
availing against  creditors'  claims  presented  in  an  equity 
case,  in  Dennehy  v.  McNulta,  86  Fed.  825,  80  C.  C.  A.  426, 
41  L.  R.  A.  609,  certiorari  denied  176  U.  S.  688,  20  Sup. 
Ct.  1026,  44  L.  Ed.  688.  The  claims  in  question  were  for 
rebates  made  by  a  corporation  which  had  been  held  an 
unlawful  monopoly  by  the  Illinois  Supreme  Court,  and  were 
disallowed  on  another  ground.  Moreover,  the  claims  were 
based  upon  the  contracts  themselves,  so  the  question  was 
directly  raised,  and  not  collaterally,  as  in  the  case  now 
»6825'— VOL  4—17 80 
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under  oonsideration.  The  Dennehy  decision  was  approved 
in  the  CawMOy  case,  184  U.  S.  547,  22  Sup.  Ct.  431,  46  L. 
Ed.  679.  The  latter  case  is  also  authority  for  the  position 
that  the  Sherman  Act  does  not  avoid  contracts  inade  by 
an  illegal  combination  unless  themselves  in  restraint  of 
interstate  commerce. 

[298]  The  question  of  the  validity  of  contracts  of  sale  by 
an  unlawful  trust,  made  in  furtherance  of  the  combination, 
was  examined  at  length  in  Con.  WaU  Paper  Co.  v.  Vaight, 
212  U.  S.  227,  256,  29  Sup.  Ot.  280,  58  L.  Ed.  486,  and  such 
a  sale  held  void  in  a  suit  brought  on  the  contract  The  Con- 
nolly case  was  distinguished  on  the  ground  that  the  sale 
there  was  not  a  part  of,  nor  in  execution  of,  any  general 
plan  or  scheme  condemned  by  the  law.  It  was  simply  the 
case  of  a  corporation  selling  its  own  goods  to  a  stranger 
wishing  to  buy  them.  But  in  the  Voight  case  the  sale  was 
based  upon  agreements  which  were  essential  parts  of  an 
illegal  scheme;  the  vendee  having  made  a  purchasing  agree- 
ment by  which  sales  were  unlawfully  restricted.  Judgment 
for  the  corporation  would  have  given  effect  to  an  illegal 
combination. 

It  is,  however,  argued  that,  even  though  a  trespasser  can- 
not defend  his  act  by  showing  that  his  adversary  is  guilty 
of  malum  prohibitum,  yet  patent  infringement  suits  stand 
on  a  somewhat  differeqjt  ground.  A  person  bringing  an 
infringement  suit  must  show  title  to  the  patent,  while  the 
mere  possessor  of  tangible  property,  though  without  title, 
may  sue  for  trespass.  Therefore,  it  is  said,  it  is  always 
open  to  defendant  in  an  infringement  suit  to  attack  plain- 
tiff's title.  If  he  relies  on  an  assignment,  defendant  may 
show  its  invalidity.  A  transfer,  it  is  further  argued,  made 
in  aid  of  unlawful  combination,  is  absolutely  void,  passing 
no  title  of  any  kind.  So  the  conclusion  is  reached  that 
in  any  and  all  patent  infringement  suits  defendant  may 
raise  the  question  of' trust  or  no  trust,  good  or  bad  trust, 
reasonable  or  unreasonable  restraint  of  trade,  whenever 
there  was  a  patent  transfer  in  aid  of  the  combination. 
The  United  States  Steel  Corporation,  for  instance,  is  the 
owner  by  assignment  of  hundreds  of  patents.  In  i^U  its 
infringement  suits  may  defendants  raise  the  question  now 
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in  litigation  by  the  Goyemment  whether  it  is  or  is  not 
within  the  Sherman  Act?  The  question  would  seem  to 
suggest  the  answer,  to  the  effect  that  an  infringement  suit 
may  be  disposed  of  without  touching  the  question  of  trust 
or  combination,  and  that  the  court,  in  adjudging  infringe- 
ment, would  not  thereby  approve  a  possible  illegal  combina- 
tion. A  patent  transfer  is  valid  to  pass  title,  even  though 
made  pursuant  to  unlawful  combination.  A  fraudulent  sale 
is  still  a  sale,  good  until  set  aside,  and  can  be  attacked  only 
by  some  one  injured.  Neither  grantor  nor  grantee  may 
question  it.  It  is  voidable  as  to  those  intended  to  be  injured, 
but  good  as  to  all  others.  This  rule  has  been  often  recog- 
nized by  the  Supreme  Court  in  ejectment  and  various 
other  cases.  Luhrs  v.  Hancock^  181  U.  S.  667,  673,  21  Sup. 
Ct  726,  45  L.  Ed.  1005;  Milwaukee  <&  M.  R.  Co.  v.  Sautter, 
13  Wall.  517,  528,  20  L.  Ed.  548.  "A  person  does  not  be- 
come an  outlaw  and  lose  all  rights  by  doing  an  illegal  act" 
Mr.  Justice  Holmes,  in  Nat.  Bank  <&  Loan  Co.  v.  Petrie, 
189  U.  S.  423,  23  Sup.  Ct  512,  47  L.  Ed.  879.  "A  man  by 
committing  a  fraud  does  not  become  an  outlaw  and  caput 
lupinum."  Staff ela  v.  Nugent,  217  U.  S.  499,  30  Sup.  Ct. 
600,  54  L.  Ed.  856.  Even  though  the  sole  inducement  and 
consideration  for  the  patent  transfer  were  the  expected 
benefits  to  be  realized  from  the  trust,  yet  this  does  not 
avoid  it.  ^^  In  most  cases  the  result  complained  of  as  spring- 
ing from  a  tort  is  a  contract,  the  contract  is  lawful,  and 
[299]  the  tort  goes  only  to  the  motives  which  led  to  its 
being  made,  as  when  it  is  induced  by  duress  or  fraud.'' 
Chattanooga  Foundry  v.  Atlanta,  203  XT.  S.  390,  397,  27 
Sup.  a.  65,  51  L.  Ed.  241. 

The  sole  value  of  patent  property  resides  in  monopoly. 
Within  certain  limits  this  monopoly  may  be  made  to  extend 
to  non-patentable  property,  as  just  decided  by  the  Supreme 
Court  in  Henry  v.  Dick,  224  U.  S.  1,  32  Sup.  Ct  864,  56  L. 
Ed.  645,  176  O.  O.  751.  If  the  patentee  attempts  still  fur- 
ther to  extend  his  monopoly  by  occupying  unpatented  terri- 
tory, and  thus  brings  himself  within  the  civil  and  criminal 
provisions  of  the  Sherman  Act,  he  is  amenable  under  that 
fltatute,  but  his  property  rights  secured  by  the  patent  remain. 
He  is  not  to  be  indirectly  punished  in  an  infringement  suit 
for  his  breach  of  an  independent  statute. 
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By  the  amendment  now  under  consideration,  it  is  souj^t 
to  bring  the  patent  transfer  within  the  Voight  case  through 
the  allegation  that  it  was  an  essential  part  of  the  combina- 
tion. If,  in  making  a  decree  for  infringement  or  in  dis- 
missing for  want  of  it,  it  were  necessary  to  giTs  effect  to  an 
illegal  trust,  the  Voight  case  would  apply.  But  a  decree 
adjudging  infringement  would  not  do  this.  It  would  .estab- 
lish title  in  complainant  and  infringement  by  defendant,  and 
this  without  touching  the  question  of  illegal  combination. 
That  question  the  court  is  not  compelled  to  decide.  If  a  suit 
were  brought  directly  upon  the  patent  transfer,  and  the 
defense  that  it  was  an  essential  part  of  an  unlawful  trust 
were  raised,  then  the  court  would  be  obliged  to  consider  that 
question.  The  transfer  could  not  in  that  event  be  upheld 
without  sustaining  also  the  trust,  if  one  really  existed.  Not 
so  here.  No  one  is  before  the  court  who  has  any  title  or 
standing  to  raise  the  question  of  trust  or  no  trust,  because 
the  patent  transfer  is  valid  whether  or  not  any  unlawful 
combination  in  reality  exists. 

A  somewhat  analogous  case  is  where  the  owner  of  prop- 
erty, or  a  claim  to  property,  enters  into  a  champertous  agree- 
ment with  his  attorney,  the  latter  agreeing  to  pay  the  ex- 
pense of  litigation  on  condition  of  sharing  in  the  recovery. 
For  a  court  to  entertain  the  suit  will  inevitably  give  effect 
to  the  champertous  contract,  yet  that  is  no  reason  for  dis- 
missal. The  plaintiff^s  title  or  claim  does  not  come  through 
the  unlawful  bargain ;  hence  he  is  free  to  proceed.  Boone  v. 
Chilesy  10  Pet.  177,  9  L.  Ed.  388;  Bumes  v.  Scott,  117  U.  S. 
682,  6  Sup.  Ct.  866,  29  L.  Ed.  991. 

The  exceptions  to  the  substituted  amendment  of  the  an- 
swer are  sustained. 


SIMON  ET  AL  v.  AMERICAN  TOBAOCX)  CO.  ET  AL. 

(CHrenlt  Court  S.  D.  New  York.    Deceiober  8,  1911.    On  Bebearina* 
January  2»  1912.) 

[182  Fed.  Rep.,  082.] 

OanoNAL  Law  (I  42) — ^Ikicunitt— Vekiiication  <ur  PLBADmcM.— Act 
Oong.  June  80.  1906,  c.  8820,  84  Stat  796  (XT.  S.  Gomp.  St.  Supp. 
1909,  p.  1168),  provMlm  tli«fe  temontl^  ahaU  eattw^  onljr  to  a 
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person  wbe.  In  obedience  to  a  subpoena,  gives  tesflmony  nnder 
oath,  or  produces  evidence,  documentary  or  otherwise^  nnder  oath, 
does  not  apply  to  a  person  verifying  a  pleading,  so  that  neither 
a  corporation  nor  an  individual  has  any  immunity  in  doing  so.« 

[Ed.  Note. — ^For  other  cases,  see  Criminal  Law,  Dec.  Dig.  I  42.] 
GosposATioNS  (§  517) — ^PucADiNOs — ^Verificatiow. — Code  Civ.  Proc. 
N.  Y.  (  525,  subd.  1,  requires  the  answer  of  a  domestic  corporation 
to  be  verified  by  one  of  its  officers,  and  section  528  dedares  that 
the  verification  may  be  omitted  where  the  party  pleading  would 
be  privileged  to  testify  as  a  witness  concerning  an  allegation 
denied  in  the  pleading.  Held,  that  while  an  officer  of  a  corporation 
may  decline  to  verify  its  answer  in  an  action  at  law  In  a  Federal 
court  sitting  in  New  York,  where  the  New  York  law  relating  to 
verification  of  pleadings  must  be  followed,  on  the  ground  that  Ills 
doing  so  would  tend  to  incriminate  him,  the  fact  that  one  or  all 
of  the  corporation's  officers  would  be  incriminated  if  they  verified 
the  pleading  and  were  given  no  immunity  did  not  relieve  the  cor- 
poration from  the  duty  to  verify  its  answer,  since,  under  such 
circumstances,  it  was  its  duty  to  select  or  provide  an  officer  to 
do  so,  wlio  would  not  be  incriminated. 

[Ed.  Note. — For  other  cases,  see  Corporations,  Cent  Dig.  II  20i7^ 
2051;  Dec.  Dig.  I  517.] 
[668]  Witnesses  (§  806) — ^Pbivileoe— -Self  -  Incbimination.— The 
privilege  against  self-incrimination  is  personal  to  a  witness  and 
cannot  be  availed  of  by  a  corporation,  to  justify  withholding  its 
books,  correspondence,  and  accounts,  or  closing  the  mouths  of  its 
servants  and  agents  as  witnesses. 

[fid.    Note. — ^For    other   cases,    see   Witnesses,    C»it    Dig.    %% 
1058-1000;  Dec.  Dig.  I  300.] 

At  Law.  Action  by  Louis  Simon  and  others  against  the 
American  Tobacco  Company  and  others.  On  motion  to 
compel  plaintiff  to  accept  an  imverified  answer.    Denied. 

Scmmel  e/.  Bawaky  for  plaintiff. 

NicoU^  Andbley  Lindsay  <&  Fuller^  for  defendant  Ameri- 
can Tobacco  Co. 

Goldsmith^  Cohen^  Cole  <&  Weiss^  for  defendant  Metro- 
politan Tobacco  Co. 

Ward,  Circuit  Judge. 

This  is  an  action  at  law  under  section  7  of  the  Sherman 
Anti-Trust  Law  (act  July  2, 1890,  c.  647,  26  Stat.  210  [U.  S. 

«  SbrUabuB  copyrighted,  1^12,  by  West  Pobliahing  CkMnpany. 
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Gomp.  St.  1901,  p.  8202])  to  recover  treble  damagee  against 
two  domestic  corporations,  defendants.  The  complaint  is 
verified,  and,  the  defendants  having  served  unverified  an- 
swers, the  plaintiff  returned  them  on  the  ground  that  they 
were  not  verified  by  an  officer,  as  required  by  section  525, 
subd.  1,  of  the  Code  of  Civil  Procedure  of  the  State  of  New 
York.  The  defendants  now  move  that  the  plaintiff  be  com- 
pelled to  accept  the  answers. 

Section  523  of  the  Code  of  Civil  Procedure  provides  that 
the  verification  may  be  omitted  ''  where  the  party  pleading 
would  be  privileged  from  testifying  as  a  witness  concern- 
ing an  allegation  or  denial  contained  in  the  pleading."  In 
an  action  in  the  Federal  courts  the  immunity  which  de- 
prives a  witness  of  the  privilege  of  not  incriminating  him- 
self must  be  given  by  the  Federal  law.  Jack  v.  KansaSy 
199  U-  S.  372,  26  Sup.  a.  73,  50  L.  Ed.  234. 

[11  Congress  in  the  act  of  June  30,  1906,  has  provided 
that: 

"  Immunity  shall  extend  only  to  a  natural  person  who  in  obedience 
to  a  subpcena  gives  testimony  under  oath  or  produces  evidence, 
documentary  or  otherwise,  under  oath."  U.  S.  Gomp.  St.  Supp. 
1909,  p.  1168. 

This  does  not  seem  to  apply  to  a  person  verifying  a 
pleading  {U.  S.  v.  Sanitary  Mfg.  Co.  ID.  C.l  187  Fed.  229), 
so  that  neither  a  corporation  nor  an  individual  has  any  im- 
munity if  it  does  so. 

[2}-'The  law  of  New  York  requiring  the  answer  of  a  do- 
mestic corporation  to  be  verified  by  one  of  its  officers  must 
be  followed  in  the  Federal  courts  in  actions  at  law.  St. 
Louis  Railway  Co.  v.  Knight,  122  U.  S.  79,  96,  7  Sup.  Ct. 
1132,  30  L.  Ed.  1077.  Doubtless  an  officer  of  a  corporation 
may  decline  to  verify  the  company's  answer  in  an  action  at 
law  in  this  court  on  the  ground  that  his  doing  so  would  tend 
to  incriminate  him.  But  the  fact  that  one  or  all  of  the 
officers  of  the  company  would  be  incriminated  if  they  veri- 
fied the  answer  and  are  given  no  immunity  will  not  relieve 
it  of  the  requirement  that  its  answer  must  be  verified.  It 
must  select  an  officer  to  do  so  who  [664]  will  not  be  incrimi- 
nated, and  if  there  is  no  such  officer  must  provide  one. 

The  practice  does  prevail  in  the  State  courts  of  New  York 
to  serve  imverified  answ^^  of  corporations  in  libel  cases. 
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though  the  complaint  is  verified.  There  are  but  two  deci- 
sions  on  the  subject,  and  they  are  at  special  term,  one  in 
1888,  Gof  V.  Star  Printing  Co.^  21  Abb.  N.  C.  211,  and  Bat- 
terman  v.  Journal  Co.^  28  Misc.  Rep.  375,  59  N.  Y.  Supp. 
965,  in  1899.  This  practice  enables  the  corporation  to  deny 
as  matter  of  pleading,  and  so  to  compel  the  plaintiff  to 
prove,  what  it  might  have  to  admit  if  its  answer  were 
verified. 

[3]  But  the  Supreme  Court  of  the  United  States,  in  Hole 
V.  Henkel,  201  U.  S.  43, 70, 74, 26  Sup.  a.  370, 50  L.  Ed.  652, 
and  WOsan  v.  United  States,  221  U.  S.  361,  382-^84,  31  Sup. 
Ct  538,  55  L.  Ed.  771,  has  held  that  the  privilege  against 
self-incrimination  is*  personal  to  a  witness  and  cannot  be 
availed  of  by  a  corporation  so  as  to  withhold  its  books,  cor- 
respondence, and  accounts  or  to  close  the  mouths  of  its  serv- 
ants and  agents  as  witnessea  Obviously,  if  corporations 
could  do  this,  they  would  be  enabled  entirdy  to  defeat  inves- 
tigations under  the  interstate  commerce  act  and  the  Sherman 
Anti-Trust  Law. 

The  motion  is  denied. 

On  rehearing. 

A  rehearing  of  the  motion  to  compel  the  defendants  to 
serve  a  verified  answer  has  been  granted  at  their  urgent 
solicitation.  I  will  consider  first  certain  criticisms  upon  the 
opinion  heretofore  handed  down  before  reconsidering  it  on 
the  merits. 

It  is  intimated  by  defendants  that  the  court's  suggestion 
that  a  corporation  which  has  no  officer  who  can  verify  its 
answer  without  tending  to  incriminate  himself,  and  who  is 
willing  to  do  so,  should  elect  one  who  can  is  immoral.  Why  t 
It  can  hardly  be  assumed  that  a  corporation  in  such  case 
(which,  indeed,  is  very  hard  to  imagine)  ought  to  submit 
to  a  judgment  by  default  if  it  has  a  defense.  On  the  con- 
trary, it  would  seem  to  be  clearly  its  duty  to  elect  an  officer 
who  can  verify,  its  answer  without  incriminating  himself. 

Next,  they  say  that  such  an  officer  would  be  a  dummy, 
elected  to  deceive  the  court  and  evade  the  law.  I  assume 
exactly  the  contrary,  namely,  that  such  an  officer  is  elected 
because  he  can  verify  without  mcriminating  himself,  and 
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that  the  corporation  will  not  ask  him  to  verify  a  false  an- 
swer, and,  that  if  it  does,  he  will  refuse  to  do  so. 

Another  criticism  made  is  that  the  by-laws  of  the  corpora- 
tion may  not  enable  it  to  fill  a  vacancy.  There  may  be  such 
a  corporation,  but  I  will  not  make  my  decision  depend  upon 
such  an  assumption. 

Beconsidering  the  decision  on  its  merits,  the  custom  stated 
in  the  defendants'  affidavits  that  unverified  answers  of  cor- 
porations in  libel  suits  are  accepted  by  practitioners  in  New 
York  City  depends  upon  the  decision  made  at  special  term 
in  1888  in  the  case  of  Oof  v.  Star  Printing  Co.^  21  Abb. 
N.  C.  211.  This  case  is  not  binding  even  on  any  court  of  the 
State  of  New  York,  and  of  course  is  not  binding  on  the  Fed- 
eral courts,  which  follow  only  the  decisions  of  the  highest 
State  tribunals  in  construing  State  statutes.  What  I  am 
bound  to  follow  under  section  914,  U.  S.  Rev.  Stat.  (U.  S. 
Comp.  St.  1901,  [A66]  p.  684),  in  this  case,  is  the  provision 
of  section  628  of  the  Code  of  Civil  Procedure  that: 

'*  Where  a  pleading  Is  verified,  each  subsequent  pleading,  except  a 
demurrer,  on  the  general  answer  of  an  Infant  by  his  guardian  ad 
Utem,  must  also  be  verified.*' 

This,  it  may  be  said  in  passing,  is  a  wise  and  beneficial 
requirement,  int^xded  to  bring  out  the  truth  of  every  con- 
troversy in  the  very  first  statement;  allegations  of  the 
complaint  not  denied  being  admitted. 

The  next  two  provisions  involve  substantive  law.  They 
are: 

"But  the  verification  may  be  omitted,  in  a  case  where  it  is  not 
otherwise  specially  prescribed  by  law,  where  the  party  pleading 
would  be  privileged  from  testifying,  as  h  witness,  concerning  an  alle- 
gation or  denial  contained  in  the  pleading.  A  pleading  cannot  be 
used,  in  a  criminal  prosecution  against  the  party,  as  proof  of  a  fact 
admitted  <«  alleged  ther^n." 

As  to  the  extent  of  the  privilege  against  incrimiiiatioQ 
and  the  extent  of  immunity  conferred  upon  witnesses,  I  am 
bound  to  follow  the  fifth  amendment  to  the  Constitution 
of  the  United  States,  the  acts  of  February  25,  IMS,  32  Stat. 
L.  903  (U.  S.  Oomp.  St.  Supp.  1909,  p.  1142),  and  June  80, 
1906,  84  Stat.  L.  798,  and  the  decisions  t>f  the  Court  of 
Appeals  of  this  ciiciiit  and  of  the  Supreme  Court  of  the 
United  States. 
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The  laws  of  the  State  of  New  Ydrk  confer  no  sufficient 
immunity  upon  witnesses  in  respect  to  testimony  which  may 
incriminate  them  and  the  laws  of  the  United  States  con- 
ferring immimity  to  persons  testifying  in  connection  with 
the  interstate  commerce  law  and  Anti-Trust  Law  does  not 
extend  to  the  verification  of  pleadings. 

The  decision  in  the  Goff  case,  supra^  seems  to  me  either 
to  hold  that  corporations  are  entitled  to  the  privilege  against 
self-incrimination  or  to  extend  the  personal  privilege  of  an 
officer  of  a  corporation  to  the  corporation  itself,  most  likely 
the  former,  as  it  permits  the  corporation  to  serve  an  un- 
verified answer  without  any  proof  whatever  that  none  of 
its  officers  can  verify  the  answer  without  incriminating  or 
tending  to  incriminate  himself. 

On  the  other  hand,  the  decisions  of  the  Supreme  Court 
of  the  United  States  are  directly  to  the  contrary.  Hale  v. 
Henkel,  201  U,  S.  43, 70,  78,  26  Sup.  Ct.  370,  50  L.  Ed.  652,  a 
case  arising  under  the  Anti-Trust  Law,  and  Wilson  v.  United 
States,  221  U.  S.  361,  382  to  388,  31  Sup.  Ct.  538,  65  L.  Ed. 
771,  a  criminal  case,  if  I  understand  them,  hold  distinctly 
that  a  corporation  has  no  privilege  against  self-incrimina- 
tion under  the  fifth  amendment  to  the  Constitution,  and 
that  its  officers  and  employees  cannot  set  up  their  personal 
privilege  for  its  benefit  This  being  what  the  defendants 
are  trying  to  accomplisli  in  this  case,  th«  motion  is  denied. 


UNITED  STATES  v.  TERMINAL  RAILROAD  ASSO- 
CIATION OF  ST.  LOUIS.* 

AFFBili  FBOM  THB  CtBCtTTr  COUKT  OF  THl  UNnXD  STATES  FOR 
THE   EASTERN  DISTRIGT   OF    MlSSOtmi. 

No.  386.    Argued  October  20,  28,  1911.— Decided  AprU  22,  1912. 

[224  U.  8.  883.] 

Whether  the  unification  of  terminals  in  a  railroad  center  is  a  per- 
missible facility  in  aid  of  interstate  commerce,  or  an  iUegal  com- 
bination in  restraint  thereof,  depends  upon  the  Intent  to  be  in- 

•For  prior  opinions  (148  Fed.  486),  see  vol.  8,  page  84;  (154  Fed. 
268),  see  vol.  8,  page  265.  For  later  opinions  (197  Fed.  446),  see  nost^ 
page  501;  (226  U.  S.  420),  see  past,  page  507;  (286  U.  8.  194),  see 
post,  page  612. 
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tared  from  the  extent  of  the  control  iecnred  oyer  the 
talities  which  such  commerce  is  compelled  to  use,  the  method  by 
which  such  control  has  been  obtained,  and  the  manner  in  which  it 
is  exercised.* 

The  unification  of  substantially  every  terminal  facility  by  which  the 
traffic  of  St  Louis  is  served  Is  a  combination  in  restraint  of  inter- 
state [884]  trade  within  thp  meaning  and  purposes  of  the  Anti- 
Trust  Act  of  July  2,  1890,  as  the  same  has  been  construed  by  this 
court  in  Standard  OU  Co,  v.  United  Statet,  221  IT.  S.  1,  and  Untied 
States  V.  American  Tdbaooo  Co.,  221  U.  S.  106. 

The  history  of  the  unification  of  the  railroad  terminal  systems  in 
St  Louis  in  the  Tominal  Railroad  Association  shows  an  intoit 
to  destroy  the  independent  existence  of  the  terminal  systems 
previously  existing,  to  close  the  door  to  competition,  and  to  pre- 
vent the  joint  use  or  control  of  the  terminals  by  any  non-proprie- 
tary company. 

A  provision  in  agreement  for  Joint  use  of  terminals  by  non-proprle* 
tary  companies  on  equal  terms  does  not  render  an  illegal  combina- 
tion legal  where  there  is  no  provision  by  which  the  non-pn^rietary 
companies  can  enforce  their  right  to  such  use. 

Although  the  proprietary  companies  of  a  combination  unifying  ter- 
minals may  not  use  their  full  power  to  impede  free  competition  by 
outside  companies,  the  control  may  so  result  in  methods  incon* 
sistent  with  freedom  of  competition  as  to  render  it  an  illegal  re^ 
straint  under  the  Sherman  Act 

This  court  bases  its  conclusion  that  the  unification  of  the  terminals 
in  St.  Louis  is  an  illegal  restraint  on  interstate  traffic,  and  not  an 
aid  thereto,  largely  upon  the  extraordinary  situation  at  St  Louis 
and  upon  the  physical  and  topographical  conditions  of  the  locality. 

A  combination  of  terminal  ftidlities,  which  is  an  illegal  restraint  of 
trade  by  reason  of  the  exclusion  of  non-pr<^rletary  companies,  may 
be  modified  by  the  court  by  permitting  such  non-proprietors  to 
avail  of  the  facilities  on  equal  terms. 

In  this  case  held  that  the  practices  of  the  Twmlnal  Association  in  not 
only  absorbing  other  railroad  corporations,  but  in  doing  a  transp<nr- 
tation  business  other  than  supidying  terminal  facilitlea  operated 
to  the  disadvantage  of  interstate  commerce. 

One  of  the  fundamental  purposes  of  the  Anti-Trust  Act  is  to  protect, 
and  not  to  destroy,  the  rights  of  propettf;  and,  in  applying  the 
remedy,  injury  to  the  public  by  the  prevention  of  the  restraint  is 
the  foundation  of  the  prohibitions  of  the  statute.  Standard  OU 
Co.  V.  United  States,  221  U.  S.  1,  78. 

Where  the  illegality  of  the  combination  grows  out  of  administrative 
conditions  which  may  be  eliminated,  an  inhibition  of  the  obnoxious 

•Syllabus  and  statements  of  arguments  copyrighted,  1012,  by  The 
Banks  Law  Publishing  Ck>mpany. 


Digitized  by  VjOOQIC 


trKTEBD  SlVlTEd  V.  TEBMIKAL  B.  B.  ASS  V.  476 

SyUabua 

practices  may  yindlcate  tbe  statute,  and  where  public  advantages 
of  a  nnlfled  system  can  be  preserved,  that  method  may  be  adopted 
by  the  court 

In  this  case  the  objects  of  the  Anti-Trust  Act  are  best  attained  by  a 
decree  directing  the  defendants  to  reorganise  the  contracts  unifying 
[885]  the  terminal  facilities  of  St  Louis  under  their  control  so  as 
to  permit  the  proper  and  equal  use  thereof  by  non-proprietary 
companies,  and  abolishing  the  obnoxious  practices  in  regard  to 
transportation  of  merchandise. 

Unless  defendants,  whose  oombinatioii  has  been  declared  illegal  by 
reason  of  administrative  abuse,  modify  it  to  the  satisfftction  of 
the  court  so  as  to  eliminate  such  abuse  in  the  future,  the  court  will 
direct  a  complete  disjoinder  of  the  elements  of  the  combination  and 
enjoin  the  defendants  from  exercising  any  joint  control  thereover. 

(66  L.  ed.  8ia)« 

[MoNOPOLT— CoMBnvATioN  OF  Tericinal  Ststbms. — ^1.  The  mere  com- 
bining of  sev^al  independent  railway  terminal  systems  into  one 
does  not  necessarily  operate  as  a  forbidden  restraint,  under  the 
Sherman  Anti-Trust  Act  of  July  2,  1890  (26  Stat  at  L.  209,  chap* 
647,  U.  S.  Oomp.  Stat  1901,  p.  3200),  upon  the  interstate  com- 
merce which  must  use  them. 

(For  other  cases,  see  Monopoly  II,  c,  in  Digest  Sup.  Gt.  1906.) 

Monopoly — GoicBmATiON  or  Tiskinal  Ststms^ — 2,  The  combina« 
tion  and  unification  of  the  terminal  facilities  at  St  Louis  under 
the  exclusive  ownership  and  control  of  less  than  all  the  railway 
companies  under  compulsion  to  use  them — the  inherent  conditions 
being  such  as  to  prohibit  any  other  reasonable  means  of  railway 
access  to  that  city — ^violates  the  provisions  of  the  Sherman  Anti- 
Trust  Act  of  July  2,  1890,  %%  1,  2,  in  that  it  constitutes  a 
contract  or  combination  in  restraint  of  ccnnmerce  among  the  States, 
and  an  attempt  to  monopolize  such  commerce  which  must  pass 
through  the  gateway  at  St  Louis. 

(For  other  cases,  see  Monopoly  11,  c,  in  Digest  Sup.  Gt.  1908.) 

Monopoly — Goiibination  of  Tkbminal  Systems — Bxtbnt  of  Rb- 
uip. — 8.  Adeauate  rtflef  tnxn  a  combination  of  terminal  facili- 
ties which  offlmds  against  the  provisions  of  the  Sherman  Anti- 
Trust  Act  of  July  2,  1890,  II  1,  2,  because  it  places  such  facili- 
ties under  the  exclusive  ownership  and  control  of  less  than  all  th^ 
railroad  companies  under  compulsion,  from  the  peculiar  local  to- 
pographical conditions,  to  use  them,  will  be  afforded  by  a  decree 

•The  paragraphs  following,  in  brackets,  comprise  the  syllabus  of 
the  case  as  reported  in  volume  56,  page  810,  Lawyers  Edition,  Su- 
preme Gourt  Reports.  Copyrighted,  1911,  1912,  by  The  Lawyers  Ck>- 
operative  Publishing  Gompany. 
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requiring  the  reorganizatioii  of  the  oomblnatlon  so  tbat  It  nrlU  act 
as  the  Impartial  agent  of  every  railway  line  which  moat  use  the 
terminal  instrumentalities. 
(For  other  cases,  see  Monopoly  II,  c,  in  Digest  Sup.  Ot  1906.)] 

The  facts,  which  involve  the  validity  under  the  Sherman 
Anti-Trust  Act  of  the  Terminal  Railroad  Association  of 
St.  Louis,  are  stated  in  the  opinion. 

'  Mr.  E.  O.  Crow^  Special  Assistant  to  the  Attorney  Gen- 
eral, with  whom  The  Attorney  General  and  Mr,  Charles  A. 
Hout8^  United  States  Attorney,  were  on  the  brief,  for  ap- 
pellant: 

The  record  shows  a  plain  violation  of  the  Sherman  Act 
of  July  2, 189a 

Every  contract,  combination  in  the  form  of  trust  or 
otherwise,  or  conspiracy,  in  undue  restraint  of  trade  or 
commerce  among  the  several  States  or  foreign  nations,  is 
illegal.    See§l. 

Monopolizing,  or  attempting,  combining  or  conspiring 
to  monopolize  interstate  or  foreign  trade  or  commerce  is 
iUegal.    See  §2. 

Certain  fundamental  considerations  control.  The  statute 
is  aimed  at  restrictions  upon  interstate  commerce.  Given 
a  reasonable  construction,  as  it  must  receive,  its  purpose 
is  to  permit  commerce  between  the  States  and  with  foreign 
nations  to  flow  in  its  natural  channels  unrestricted  by  any 
combinations,  contracts,  conspiracies,  or  monopolies  what- 
soever. Hopkins  v.  United  States^  171  U.  S.  686;  Loewe 
V.  Lawlor,  208  U.  S.  274. 

Combinations  between  competing  railroads  engaged  in 
interstate  commerce  to  unduly  restrain  commerce  and  com- 
binations between  media  or  instruments  of  interstate 
[886]  commerce  fall  within  the  prohibition  of  the  act. 
United  States  v.  Trans-Missouri  Freight  Assooiationj  166 
U.  S.  319;  United  States  v.  Joint  Traffle  Association,  171 
TJ.  S.  506;  Addyston  Pipe  <&c.  Co.  v.  United  States,  176 
U.  S.  244;  Northern  Securities  Co.  v.  United  States,  193 
U.  S.  197;  Anderson  v.  United  States^  171  U.  S.  604;  Stand- 
ard Oil  Co.  V.  United  States,  221  U.  S.  1. 
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To  monopolize  interstate  commerce^  or  the  media^  or  in- 
struments of  interstate  oommerce,  is  to  secure,  or  adopt 
measures  which  may  bring  about  an  exclusive  eontrol  of 
such  cc«nmeroe  or  of  such  instruments  of  commerce  so  as 
to  prevent  others  from  engaging  therein,  or  using  such 
instruments  of  commerce.  In  re  Oreen^  52  Fed.  Bep.  115; 
Northern  Securities  Co.  v.  United  States^  193  U.  S.  197, 
402;  United  States  v.  American  Tobacco  Co.,  164  Fed.  Bep. 
700;  United  States  v.  Kmght,  166  U.  S.  1. 

It  is  not  necessary  to  bring  a  combination  within  the 
act,  that  the  result  of  its  operation  shall  be  onnplete  re- 
straint or  monopoly,  or  that  it  shall  have  resulted  in  actual 
injury  to  the  public.  It  is  sufficient  if  it  really  tends  to  that 
end  and  to  deprive  the  public  of  the  advantages  which  flow 
from  free  competition.  United  States  v.  Chesapeake  <6e. 
Fuel  Co.,  116  Fed.  Rep.  610;  United  States  v.  E.  0.  Knight 
Co.,  156  U.  S.  16;  Northern  Securities  Co.  v.  United  States, 
198  XT.  S.  197;  Chattanooga  die.  Works  v.  AOanta,  203 
U.  8.  890. 

The  Terminal  Association  is  necessarily  engaged  in  inter- 
state commerce.  United  States  v.  Union  Stock  Yards,  161 
Fed.  Rep.  919;  United  StaUs  v.  Colorado  <6e.  R.  R.,  167  Fed. 
Rep.  821;  United  States  v.  R.  P.  T.  Co.,  144  Fed.  Rep.  861. 

Mr.  H.  S.  Priest^  with  whom  Mr.  T.  M.  Pierce  was  <m  the 
brief,  for  appellees: 

The  terminal  service  necessary  to  be  done  in  a  great 
city  may,  any  or  all  of  it,  be  done  by  the  railroad  com- 
[887]  panics  for  themselvea  A  company  may  build  its  own 
line  connecting  with  another  road  on  the  other  side  of  the 
city,  and  it  may  use  its  own  wagons  to  receive  and  deliver 
freight  at  store  doors. 

This,  and  no  more,  the  railroad  companies  of  St.  Louis 
have  done.  They  have  acquired  the  terminal  facilities  of 
St  Louis  for  themselves  and  are  operating  them  as  a  part 
of  the  instrumentalities  of  their  business.  That  each  one 
might  do  this  if  the  instrumentalities  employed  were  its 
own  is  conceded,  but  it  is  denied  that  they  may  combine 
with  each  other  for  that  purpose. 
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'  The  unitary  CTstem  is  in  accord  with  public  policy. 

Terminal  service  is  a  matter  of  internal  economy  which 
the  companies  may  adjust  to  mutual  advantage  and  no 
arrangement  respecting  it  operates  to  restrict  competition 
between  them  as  to  the  transportation  service  for  the  public 
in  which  they  are  engaged. 

Whatever  facility  railroad  companies  may  use  in  com- 
mon they  may  own  in  conmion.  Common  arrangements 
affecting  internal  economy  have  never  been  held  to  be  in 
violation  of  public  policy  and  whenever,  in  the  advance  of 
civiUzation,  they  have  suggested  themselves  as  feasible,  they 
have  been  recognized  by  law,  and  appropriate  regulations 
have  been  prescribed  for  them.  In  the  country  every  man 
builds  independently.  In  the  crowded  section  of  a  great 
city,  however,  if  all  construction  were  done  independently, 
the  waste  in  space  and  the  increase  in  cost  of  construction 
would  be  very  great. 

Community  of  use  of  terminals  in  a  large  city  is  more 
than  a  matter  of  convenience,  or  economy ;  it  is  an  absolute 
public  neoessiiy. 

Under  the  Interstate  Commerce  Law,  and  indeed  under 
the  common  law  of  the  land,  tolls  must  be  reasonable,  and 
the  Government  has  the  power  to  make  them  so  if  they 
are  not.  The  charges  of  extortion  and  that  the  proprietary 
railroad  companies  compel  all  other  railroad  companies  to 
[888]  use  the  facilities  are  not  true.  There  is,  indeed,  a 
compulsion,  but  it  is  inherent  in  the  situation.  The  other 
companies  use  the  terminal  property  because  it  is  not  pos- 
sible to  acquire  adequate  facilities  for  themselves.  The 
cost  to  any  one  oompany  is  prohibitive. 

Every  consideration  of  a  public  nature  points  to  a  con- 
solidation of  the  terminals  and  to  a  common  use  of  them 
by  all  the  railroad  companies  coming  into  the  city.  But 
to  avoid  the  odious  phases  of  a  monopoly,  this  use  must 
be  open  to  all  upon  equal  terms.  Tlie  charge  for  service 
in  any  case  can  be  stated  in  one  word— cost  No  money 
received  for  the  s^vioe  rendered  goes  to  any  other  pur- 
pose than  paying  expenses  of  operation,  taxes,  fixed 
chargeSi  and  proper  maintenance.    No  dividends  are  paid 
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upon  terminal  shares,  and  no  proprietary  railroad  com- 
pany is  a  beneficiary  of  fixed  charges.  Any  new  railroad 
built  into  St.  Louis  now  has  but  to  secure  a  way  to  a 
terminal  track  and  it  has  at  once  the  advantages  of  the 
entire  terminal  system. 

The  public  policy  of  the  country  as  indicated  by  stat- 
utory enactments  has  been  in  favor  of  combination  by 
railroad  companies  whenever  any  common  matter  of  in- 
ternal economy  is  involved,  and  also  where  the  combina- 
tion is  in  the  nature  of  connecting  lines  of  railroad  for  the 
purposes  of  continuous  transportation.  Two  bridges  across 
a  great  river,  where  one  will  serve,  do  not  facilitate  com- 
merce, but  burden  it  with  an  unnecessary  charge. 

Conmion  use  of  the  same  facilities  by  different  railroad 
companies  has  not  only  been  approved,  but  has  been  en- 
forced whenever  there  has  been  good  reason  therefor. 
Act  of  March  3,  1876,  18  Stat.  510;  §§  1164,  1166,  Bev. 
Stat.  Missouri;  ITnion  Depot  acts  of  the  State  of  Illinois; 
April  7,  1875;  of  Alabama;  of  February  16,  1907,  of  In- 
diana; Burns^  Ann.  Stat.,  Col.  2,  §§  6845,  5374;  of  Iowa, 
§§  2099  to  2102,  Annotated  Code  of  1897;  of  Maine,  60,  51, 
Bev.  Stat  1903;  and  of  Michigan,  Chap.  [889]  166,  Comp. 
Laws,  1897;  of  Minnesota,  act  of  March  5,  1879;  of  Ne- 
braska, Chap.  20,  Laws  of  1887,  §  1816,  Comp.  Stat.  1901; 
of  Ohio,  Chap.  8,  Tit.  2,  2  Bates'  Ann.  Stats.;  of  South 
Carolina,  Code  of  1902,  vol.  1,  818;  of  Tennessee,  §§  2429  to 
2487,  Code  of  1896;  of  Texas,  Chap.  16a,  Civil  Stat.  1897; 
of  Virginia,  §  1294,  Code  1904.  See  acts  of  Congress  re- 
lating to  Union  Station  in  Washington,  D.  C. 

It  would  be  singular  indeed,  if  all  of  the  States  severally, 
and  the  United  States  as  well,  were  giving  their  sanction 
to  arrangements  and  agreements  which  are  in  violation 
of  the  Sherman  Act,  and  it  is  much  more  probable  that  a 
otmstruction  of  that  act  leading  to  such  a  result  is  entirely 
without  warrant 

Union  terminals  have  been  frequently  before  the  courts 
for  consideration,  and  have  always  been  recognized  and 
approved  as  legitimate  agencies  in  the  work  of  railroad 
transportation.    State  v.  Terminal  B.  B.  Aeen.^  182  Missouri, 
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284;  Bernard  ▼•  Cheeaeman^  7  Colorado,  876;  Central  Rail- 
road Company  v.  Perry ^  58  Georgia,  461;  BirdweU  v.  OaU 
City  Terminal  Co.  (Ga.),  10  K  R  A.  (N-  S.)  909;  Indian- 
apolia  Union  Railway  Co.  v.  Cooper^  6  Ind.  App.  202; 
Reisner  v.  Strong^  24  Kansas,  410;  Stale  v.  Martin^  51  Ejua- 
sas,  462;  Mayor  v.  Norwich  R.  R.  Co.y  109  Massachusetts, 
103;  Mayor  v.  Railroad  ComnUasioners^  113  Massachusetts, 
161 ;  Union  Depot  Co.  v.  Morton^  83  Michigan,  265 ;  Detroit 
Station  v.  Detroit,  88  Michigan,  347;  /S^o^  v.  /S^.  Paul 
Union  Depot  Co.^  42  Minnesota,  142;  St.  Paul  Union  Depot 
Co.  Y.  M.  <&  N.  R.  Co.,  47  Minnesota,  154;  Chicago,  St.  Paul 
<&  Kansas  C.  Ry.  Co.  v.  Union  Depot  Ry  Co.,  54  Minnesota, 
411;  Dewey  v.  Railroad,  142  N.  Car.  392;  Riley  v.  Union 
Station  Co.,  71  S.  Car.,  457;  Ryan  v.  Terminal  Co.,  102 
Tennessee,  124;  Collier  v.  Union  Railway  Co,,  113  Tennessee, 
96;  Joy  y.St.  Louis,  138  U.S.I;  C.,R.I.<&P.Ry.Co.y.U.P. 
Ry.  Co.,  47  Fed.  Rep.  15;  S.  C,  61  Fed.  Rep.  309,  and  163 
U.  S.  664. 

[890]  The  arrangement  in  question  is  not  in  restraint  of 
trade  or  commerce  among  the  several  States,  or  a  monopoly 
of  any  part  of  the  trade  or  commerce  amcmg  the  several 
States. 

Counsel  for  the  Government  confuse  the  operation  of 
the  railroad  and  the  cost  of  it,  with  the  service  rendered  to 
the  public  and  the  charge  for  it.  The  Sherman  Act  has 
nothing  to  do  with  the  former;  its  restrictions  fall  alto- 
gether upon  the  latter.  No  matter  how  many  subordinate 
agencies  of  transportation  different  railroad  companies  em- 
ploy in  common,  no  matter  how  many  combinations  they 
may  make  to  secure  economy  in  operation,  so  long  as  they 
do  not  pool  their  business  or  their  earnings,  so  long  as 
they  are  left  free  in  their  relations  to  the  shipping  and 
traveling  public,  every  motive  of  self-interest  remaiw  to 
incite  to  competition.  And  when  economy  of  operation, 
however  accomplished,  reduces  costs,  the  end  hoped  for, 
through  competition,  commeroe  is  aided,  and  charge  are 
reduced  to  a  still  lower  level. 

Mr.  John  C.  Higdon^  by  leave  of  the  oourt,  filed  a  brief 
as  amicus  curies. 
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Mr.  Justice  LtTBTOi^  deliTered  the  opinion  of  the  court. 

The  United  States  filed  this  bill  to  enforce  the  provi- 
sions of  the  Sherman  Act  of  July  2,  1890,  c.  647,  26  Stat. 
209,  against  thirty-eight  corporate  and  individual  defend- 
ants named  in  the  margin,^  as  a  combination  in  re-  [891] 
straint  of  interstate  commerce  and  as  a  monopoly  forbidden 
by  that  law.  The  cause  was  heard  by  the  four  circuit 
judges,  who,  being  equally  divided  in  judgment,  dismissed 
the  bill  without  filing  an  opinion.  From  this  decree  the 
United  States  has  appealed. 

The  principal  defendant  is  the  Terminal  Bailroad  Asso- 
ciation of  St.  Louis,  hereinafter  designated  as  the  Terminal 
Company.  It  is  a  corporation  of  the  State  of  Missouri, 
and  was  organized  under  an  agreement  made  in  1889  be- 
tween Mr.  Jay  Grould  and  a  number  of  the  defendant  rail- 
road companies  for  the  express  purpose  of  acquiring  the 
properties  of  several  independent  terminal  companies  at 
St.  Louis  with  a  view  to  combining  and  operating  them  as 
a  unitary  system. 

The  terminal  properties  first  acquired  and  combined  into 
one  system  by  the  Terminal  Company  comprised  the  fol- 
lowing: The  Union  Railway  &  Transit  Company  of  St. 
Louis  and  East  St.  Louis;  the  Terminal  Railroad  of  St 

•Tbe  Terminal  Railroad  Association  of  St  Louis;  The  St.  Louis 
Merchants'  Bridge  Terminal  Railway  Company;  The  Wiggins  Ferry 
Ck>mpany ;  The  St.  Louis  Bridge  Company ;  The  St  Louis  Merchants' 
Bridge  Company;  The  Missouri,  Kansas  &  Texas  Railway  Company; 
The  St  Louis  ft  San  Franetoco  Railway  Company;  The  Chicago  k 
Alton  Railway  Company ;  The  Baltimore  &  Ohio  Southwestern  Rail- 
road Company ;  The  Illinois  Central  Railroad  Company ;  The  St.  Louis, 
Iron  Mountain  &  Southern  Railway  Company ;  The  Chicago,  BurUng- 
ton  &  Quincy  Railway  Company;  The  St  Louis,  Vanidalia  &  Terre 
Haute  Railroad  Company;  The  Wabash  Railroad  Company;  The 
Cley^and,  dndnnati,  Chicago  &  St  Louia  Railway  Con^mny;  The 
LovtSYiUe  ft  NashTlUe  BaUrOad  C<»apany;  The  Southern  Railway 
Company;  The  Chicago,  Rock  Island  ft  jpadflc  Railway  Company; 
The  Missouri  Pacific  Railway  .Company ;  the  Central  Trust  Company 
of  New  York ;  A.  A.  Allen,  S.  M.  Felton,  A.  J.  Davidson,  W.  M.  Green, 
J.  T.  Harahan,  C.  B.  Clarke,  H.  MUler,  Benjamin  McKean,  Joseph 
Ramsey,  George  H  IDvans,  O.  B.  Sdhafl,  T.  C.  Powell,  J.  F.  Steveosi 
A.  €L  Cochran,  W.  S.  MoQtoNMy»  Julias  Wal«h»  V*  W.  Piab^,  and 
&  D.  Webster. 

5*— yoL4— IT 81 


Digitized  by  VjOOQIC 


482  22t  UNITED  STATES,  392. 

Opinion  of  the  Court 

Louis  and  East  St  Louis;  The  Union  Depot  Ompany  of 
St  Louis;  The  St.  Louis  Bridge  Company;  and  the  Tunnel 
Railroad  of  St.  Lpuis,  These  properties  included  the  great 
union  station,  the  only  existing  railroad  bridge — ^the  Eads 
or  St.  Louis  Bridge — ^and  every  connecting  or  terminal 
company  by  means  of  which  that  bridge  could  be  used  by 
railroads  terminating  on  either  side  of  the  river*  For  a 
time  this  combination  was  operated  in  com  [392]  petition 
with  the  terminal  system  of  the  Wiggins  Ferry  Ck>mpany, 
and  upon  the  completion  of  the  Merchants'  Bridge,  in  com- 
petition with  it,  and  a  system  of  terminals  which  were  organ- 
ised in  connection  with  it  The  Wiggins  Ferry  Company 
had  for  many  years  operated  car  transfer  boats  by  means  of 
which  cars  were  transferred  between  St.  Louis  and  East  St 
Louis. 

Upon  each  side  of  the  river  it  owned  extensive  railway 
terminal  facilities,  with  which  connection  was  maintained 
with  the  many  railroads  terminating  on  the  west  and  east 
sides  of  the  river,  which  gave  such  roads  connection  with 
each  other,  as  well  as  access  to  many  of  the  industrial  and 
business  districts  on  each  side.  In  1890  a  third  terminal 
system  was  opened  up  by  the  completion  of  a  second  rail- 
road bridge  over  the  Mississippi  River  at  St.  Louis,  known 
as  the  Merchants'  Bridge.  This  was  a  railroad  toll  bridge, 
open  to  every  railroad  upon  equal  terms.  That  it  might 
forever  maintain  the  potentiality  of  competition  as  a  rail- 
road bridge,  the  act  of  Congress  authorizing  its  construc- 
tion provided  that  no  stockholders  in  any  other  railway 
bridge  company  should  become  a  stockholder  therein.  But 
as  this  was  a  mere  bridge  company,  it  was  essential  that  tail- 
toad  companies  desiring  to  use  it  should  have  railway  con- 
nections with  it  on  each  side  of  the  river.  For  this  purpose 
two  or  moi«  railway  companies  were  organized  and  lines  of 
railway  were  constructed  connecting  each  end  of  the  Mer- 
chants' Bridge  with  various  railtoad  systems  terminiating  on 
either  side  of  the  river.  The  Merchants'  Bridge  and  its 
allied  terminals  were  thereby  able  to  afford  many,  if  not  all, 
of  the  railroads  coming  into  St.  Louis^  aooess  to  the  busineas 
districts  on  both  sides  of  the  riter,  and  connection  with  each 
other. 
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Thus,  for  a  time,  there  existed  three  independent  methods 
by  which  coimection  was  maintained  between  railroads 
terminating  on  either  side  of  the  river  at  St.  Louis:  First, 
the  original  Wiggins  Ferry  Company,  and  [SOSJ  its  rail- 
way terminal  connections;  second,  The  Eads  Railroad 
Bridge  and  the  several  terminal  companies  by  means  of 
which  railroads  terminating  at  St.  Louis  were  able  to  use 
that  bridge  and  connect  with  one  another,  constituting  the 
system  controlled  by  the  Terminal  C!ompany,  and,  diird, 
The  Merchants'  Bridge  and  terminal  facilities  owned  and 
operated  by  companies  in  connection  therewith. 

This  resulted  in  some  cases  in  an  unnecessary  duplica- 
tion of  facilities,  but  it  at  least  gave  to  carriers  and  ship- 
pers some  choice,  a  condition  which,  if  it  does  not  lead  to 
competition  in  charges,  does  insure  competition  in  service. 
Important  as  were  the  considerations  mentioned,  their 
independence  of  one  another  served  to  keep  open  the 
means  for  the  entrance  of  new  lines  to  the  city,  and  was 
an  obstacle  to  united  c^positioB  from  existing  lines.  The 
importance  of  this  will  be  more  clearly  seen  when  we  come 
to  consider  the  topographical  conditions  of  the  situation. 

That  the  promotors  of  the  Terminal  Company  designed 
tc  obtain  the  control  of  every  feasible  means  of  railroad 
access  to  St.  Louis,  or  means  of  connecting  the  lines  of 
railway  entering  on  opposite  sides  of  the  river,  is  mani- 
fested by  the  declaraticms  of  the  original  agreement,  as 
well  as  by  the  successive  steps  which  followed.  Thus,  the 
proviso  in  the  act  of  Congress  authorizing  the  construction 
of  the  Merchants'  Bridge,  which  forbade  the  ownership  of 
its  stock  by  any  other  bridge  company  or  stockholder  in 
any  such  company,  was  eliminated  by  an  act  of  Congress, 
and  shortly  thereafter  the  Terminal  Company  obtained 
stock  control  of  the  Merchants'  Bridge  Company,  and  of 
its  related  terminal  companies,  and  likewise  a  lease. 

The  Wi^pns  Ferry  Company  owned  the  river  front  on 
the  Illinois  shore  opposite  St.  Louis  for  a  distance  of  several 
miles.  It  had  on  that  side  and  on  its  own  property,  switch- 
ing yards  and  other  termmal  facilities.  From  these  yards 
extended  lines  of  rails  which  connected  with  its  car  transfer 
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boats  and  with  the  termini  of  railroads  on  the  Illinois  side. 
[394]  On  the  St.  Louis  side  of  the  river  it  had  like  facili- 
ties by  which  it  was  in  connection  with  railway  lines  ter- 
minating on  that  side.  That  company  was,  consequently, 
able  to  interchange  traflh^  between  the  systems  <hi  opposite 
sides  of  the  river  and  to  serve  many  industries.  In  18V)2  the 
Rock  Island  Sailroad  Company  endeavored  to  obtain  an 
independent  entrance  to  the  city.  For  this  purpose  it  sought 
to  acquire  the  facilities  owned  by  the  Wiggins  Ferry  Com- 
pany by  securing  a  control  of  its  capital  stock.  This  was 
not  deemed  desirable  by  the  railroad  companies  which 
jointly  owned  the  Terminal  Company's  facilities,  and  to 
prevent  this  acquisition  effort  was  made  to  secure  control 
of  the  stock.  The  competition  was  fierce  and  the  market 
price  of  the  shares  pushed  to  an  abnormal  price.  The  final 
result  being  in  doubt,  an  agreement  was  reached  by  which 
the  Rock  Island  Company  was  admitted  to  joint  owner- 
ship with  the  other  proprietaiy  companies  in  all  of  the 
terminal  properties  which  were  operated  by  the  Terminal 
Company  or  which  should  be  acquired  by  it.  The  shares 
in  the  Ferry  Company  bought  by  the  Rock  Island  were 
transferred  to  the  Terminal  Company  at  cost  and  were 
paid  for  by  that  company.  These  shares,  united  with  those 
which  had  been  acquired  by  the  Terminal  Company,  enabled 
the  latter  to  absorb  the  properties  of  the  Ferry  Company, 
and  thus  the  three  independent  terminal  systems  were  com- 
bined into  a  single  system. 

We  come,  then,  to  the  question  upon  which  the  case  must 
turn:  Has  the  unification  of  substantially  every  terminal 
facility  by  which  the  traffic  of  St.  Louis  is  served  resulted 
in  a  combination  which  is  in  restraint  of  trade  within  the 
meaning  and  purpose  of  the  Anti-Trust  Act? 

It  is  not  contended  that  the  unification  of  ihe  terminal 
facilities  of  a  great  city  where  many  railroad  systems  center 
is,  under  all  circumstances  and  conditions,  a  ccmibination  in 
restraint  of  trade  or  conmierce.  Whether  it  is  a  facility  in 
aid  of  interstate  commerce  or  an  unreason[896]Bble  re- 
straint forbidden  by  the  act  of  Congress,  as  construed  and 
applied  by  this  court  in  the  cases  of  The  Standard  OU  Com- 
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pant/  y.  The  United  States,  221  U.  S.  1,  and  The  United 
States  v.  American  Tobacco  Gompany^  221  U.  S.  106,  will 
depend  upon  the  intent  to  be  inferred  from  the  extent  of 
the  cMitrol  thereby  secured  over  instrumentalities  which 
such  commerce  is  under  compulsion  to  use,  the  method  by 
which  such  ccmtrol  has  been  brought  about  and  the  manner 
in  which  that  control  has  been  exerted. 

The  ccmsequence  to  interstate  commerce  of  this  combina- 
tion can  not  be  appreciated  without  a  consideration  of  natu- 
ral conditions  greatly  affecting  the  railroad  situation  at  St. 
Louis.  Though  twenty-four  lines  of  railway  converge  at 
St.  Louis,  not  one  of  them  passes  through.  About  one-half 
of  these  lines  have  their  termini  on  the  Illinois  side  of  the 
river.  The  others,  coming  from  the  west  and  north,  have 
their  termini  either  in  the  city  or  on  its  northern  edge.  To 
the  river  the  city  owes  its  origin,  and  for  a  century  and  more 
its  river  commerce  was  predominant.  It  is  now  the  great 
obstacle  to  connection  between  the  termini  of  lines  on  oppo- 
site sides  of  the  river  and  any  entry  into  the  city  by  eastern 
lines.  The  cost  of  construction  and  maintenance  of  railroad 
bridges  over  so  great  a  river  makes  it  impracticable  for  every 
road  desiring  to  enter  or  pass  through  the  city  to  have  its 
own  bridge.  The  obvious  solution  is  the  maintenance  of  toll 
bridges  open  to  the  use  of  any  and  all  lines  upon  identical 
terms.  And  so  the  commercial  interests  of  St  Louis  sought 
to  solve  the  question,  the  system  of  car  ferry  transfer  being 
inadequate  to  tiie  growing  demands  of  an  ever-increasing 
population.  The  first  bridge,  called  the  E^ds  Bridge,  was, 
and  is,  a  toll  bridge.  Any  carrier  may  use  it  on  equal  terms. 
But  to  use  it  there  must  be  access  over  rails  connecting  the 
bridge  and  the  railway.  On  the  St.  Louis  side  the  bridge 
terminates  at  the  foot  of  the  great  hills  upon  which  the  city 
is  built;  on  the  Illinois  side  it  [896]  ends  in  the  low  and 
wide  valley  of  the  Missis^ppi.  This  condition  resulted  in 
the  organization  of  independent  companies  which  undertook 
to  connect  the  bridge  on  each  side  with  the  various  railroad 
termini.  On  the  Missouri  side  it  was  necessary  to  tunnel  the 
hills,  that  the  vailey  of  Mill  Creek  might  be  reached,  where 
the  roads  from  the  west  had  their  termini.    Thus,  though 
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the  bridge  might  be  used  by  all  upon  equal  terms^  it  was 
accessible  only  by  means  of  the  several  terminal  companies 
operating  lines  connecting  it  with  the  railroad  termini. 

This  brought  about  a  condition  which  led  to  the  con- 
struction of  the  second  bridge,  the  Merchants'  Bridge. 
This,  too,  was,  and  is,  a  toll  bridge,  and  may  be  used  by 
all  upon  equal  terms.  To  prevent  its  control  by  the  Eads 
Bridge  Company,  it  was  carefully  provided  that  no  stock- 
holder in  any  other  bridge  company  should  own  its  shares. 
But  this  Merchants'  Bridge,  like  the  Eads  Bridge,  had  no 
rail  connections  with  any  of  the  existing  railroad  systems, 
and  these  facilities,  as  in  the  case  of  the  Eads  Bridge, 
were  supplied  by  a  number  of  independent  railway  com- 
panies who  undertook  to  fill  in  the  gaps  between  the  bridge 
ends  and  the  termini  of  railroads  cm  both  sides  of  the  river. 
It  must  be  also  observed  that  these  terminal  companies  w^ e 
in  many  instances  so  supplied  with  switdb  connections  as 
not  only  to  connect  with  the  bridge,  but  also  served  to  con- 
nect such  roads  with  each  other  and  with  the  industries 
along  their  lines.  Now,  it  is  evident  that  these  lines  con- 
necting railroad  termini  with  the  railroad  bridges  domi- 
nated the  situation.  They  stood,  as  it  were,  just  outside 
the  gateway,  and  none  could  enter,  though  the  gate  stood 
open,  who  did  not  comply  with  their  terms.  The  topo- 
graphical situation  making  access  to  the  city  difficult  does 
not  end  with  the  river.  The  city  lies  upon  a  group  of  great 
hills  which  hug  the  river  closely  and  rapidly  recede  to  the 
west.  These  hills  are  penetrated  on  the  west  by  the  narrow 
valley  of  Mill  Creek,  which  crosses  the  city  about  [897]  its 
center.  Railways  coming  from  the  west  use  this  valley,  but 
its  facilities  are  very  restricted  and  now  quite  occupied. 
North  of  the  city  the  hills  drop  back  from  tiie  river  grad- 
ually, and  there  exists  a  valley  formed  by  the  Mississippi 
and  Missouri  Rivers.  Railroads  coming  from  the  north  on 
the  west  side  of  the  river  come  by  this  valley.  As  we  have 
stated  before,  the  valley  of  the  Mississippi  at  St.  Louis  is 
on  the  Illinois  side  of  the  river.  Railroads  coming  from 
the  east,  northeast,  and  southeast  have  their  termini  in  that 
valley.    As  a  consequence,  there  have  grown  up  numerous 
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cities  and  towns  of  some  ^tosequenoe  as  manufacturing 
places,  the  chief  of  whidi  is  East  St.  Louis. 

The  result  of  the  geographical  and  topographical  situa- 
tion is  that  it  is,  as  a  practical  matter,  impossible  for  any 
railroad  company  to  pass  through,  or  even  enter  St.  Louis, 
so  as  to  be  wittiin  reach  of  its  industries  or  commerce, 
irithout  using  the  facilities  entirely  controlled  by  the 
Terminal  Company.  The  arerment  of  the  bill  that  the 
railroad  companies,  herid  defendants,  being  the  sole  stock- 
holders of  the  Terminal  Company,  as  we  shall  later  ^ee, 
compel  all  other  railroad  companies  converging  at  St 
Louis  to  use  the  facilities  owned  and  operated  by  the 
Terminal  Company,  is,  therefore,  borne  out  by  the  facts 
of  the  i^ituation.  Nor  is  this  effect  denied,  for  iiie  learned 
counsel  representing  the  proprietary  companies,  as  well  as 
the  Terminal  Company,  say  in  their  filed  brief:  ^ There  in- 
deed is  compulsion,  but  it  is  inherent  in  the  situation.  The 
other  companies  use  th6  terminal  properties  because  it  is 
not  ])ossible  to  acquire  adequate  facilities  for  themselves. 
The  cost  to  any  one  company  is  prohibitive.'^  Obviously, 
this  was  not  true  before  the  consolidation  of  the  systems 
of  the  Wiggins  Ferry  Company  and  the  Merchants'  Bridge 
Company  with  the  system  theretofore  controlled  by  the 
Terminal  Company.  That  the  non-proprietary  companies 
might  have  been  c<mipelled  to  use  the  instrumentalities 
of  one  or  the  other  of  the  three  systems  then  available,  and 
[S98]  that  thie  advantages  secured  might  not  have  been  so 
great  as  those  offered  by  the  unified  system  now  operated  by 
the  Terminal  Company,  must  be  admitted.  But  that  there 
existed  before  the  three  terminal  systems  were  combined  a 
considerable  measure  of  competition  for  the  business  of  the 
other  companies,  and  a  larger  power  of  competition,  is  un- 
deniable. That  the  fourteen  proprietary  companies  did  not 
then  have  the  power  they  now  have  to  exclude  either  exist- 
ing roads  not  in  the  combination,  or  new  companies,  from 
acquiring  an  independent  entrance  into  the  city,  is  also 
indisputable.  The  inde^^endtet  exi£(tence  of  these  ti^ree 
terminal  systems  was,  therefore,  a  menace  to  complete 
domination  r  as  keeping  op^n  the  way  for  greater  eompeti- 
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tion.  Only  by  their  absorptioa  or  eome  aqnivmleat  ar- 
rangement was  it  possible  to  esdude  ttcm  independent 
entrance  the  Roek  Island  Company,  or  any  other  company 
which  might  desire  its  own  terminals.  To  close  the  door 
tp  competition  large  sums  wers  expended  to  aoquire  stock 
control.  For  this  purpose  the  obligations  of  the  absorbed 
companies  were  assumed  and  new  funds  obtained  by  mort- 
gages upon  the  unified  system. 

The  physical  conditions  which  compel  the  use  of  the 
combined  system  by  every  road  which  desires  to  cross  the 
river,  either  to  serve  the  commerce  of  the  city  or  to  connect 
witii  lines  separated  by  the  river,  is  the  factor  which  gives 
greatest  color  to  the  unlawfulne^  of  the  combination  as 
now  controlled  and  operated.  If  the  Tecminal  Company 
was  in  law  and  fact  the  agent  of  all,  the  mere  unification 
which  has  occurred  would  take  on  quite  a  different  as9>ect 
It  becomes,  therefore,  of  the  utmost  importance  io  know  the 
character  and  purpose  of  the  corporation  whidi  has  com- 
bined all  of  the  terminal  instrumentalities  upon  which  the 
ccmunerce  of  a  great  city  and  gateway  between  the  East  and 
West  must  depend.  The  fact  thi^  the  Terminal  Company 
is  not  an  independoit  corporation  at  all  is  of  the  utmost  sig- 
nificance. There  [899]  are  twenty-four  railroads  converg- 
ling  at  St.  Louis^  The  relation  of  the  Terminal  Company  is 
I  not  one  of  impartiality  to  each  of  them.  It  was  organized 
in  1889,  at  the  instance  of  six  of  these  railroad  companies, 
for  the  purpose  of  acquiring  all  existing  terminal  instru- 
mentalities for  the  benefit  of  the  combination,  and  such  other 
companies  as  they  might  thereafter  admit  to  joint  owner- 
ship by  unanimous  consent,  and  upon  a  consideration  to  be 
agreed  upon.  From  time  to  time  other  companies  came  to 
an  agreement  with  the  original  proprietors  until,  at  the  time 
J  this  bill  was  filed,  the  properties  unified  were  held  tot  the 
I  joint  use  of  the  fourteen  companies  made  defendants*  In 
I  the  contract  of  1889,  above  deferred  to,  the  purpose  of  acquir- 
r  ing  the  first  terminals  combined,  is  dedared  to  be,  ^^that 
said  properties  may  be  held  in  perpetuity  as  a  unit  and  de- 
veloped and  improved  in  the  interest  of  the  prpprietary 
companies^  for  the  purpose  of  furnishing  adequate. tmninal 
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faciliti^  in  St;  Louis  and  East  St.  Louia"  This  purpose 
was  carried  out  by  the  conveyance  to  **  each  of  the  propri- 
etary companies  *  *  *  forever  a  right  of  joint  use  with 
each  other  and  such  other  companies  as  may  be  admitted  as 
proprietary  lines  to  joint  use  tiiereof,  of  all  said  terminal 
properties  ♦  ♦  •  now  held  or  that  may  be  hereafter 
acquired  in  St.  Louis  and  East  St.  Louis,  *  ♦  *  it  being 
Understood  that  the  right  herein  granted  to  each  proprietary 
company  is  not  transferable  to  any  extent  whatever,  but  is 
to  remain  as  an  appurtenant  to  the  railroad  now  owned  by 
each  proprietary  company.** 

That  these  facilities  were  not  to  be  acquired  for  the  bene- ) 
fit  of  any  railroad  company  which  might  desire  a  joint  uaeK 
thereof  was  made  plain  by  a  provision  in  the  contract  re- ' 
ferred  to  which  stipulated  that  other  railroad  companies 
not  named  therein  as  proprietary  companies  might  only  be 
admitted  '^  to  joint  use  of  said  terminal  system  on  unani- 
mous consent,  but  not  otherwise,  of  the  [400]  directors  of 
the  first  party,  and  on  payment  of  such  a  consideration  as 
they  may  determine,  and  on  signing  this  agreement,"  etc. 
Inasmuch  as  the  directors  of  the  Terminal  Company  con-) 
sisted  of  one  representative  of  each  of  the  proprietary  com-/ 
panies,  selected  by  itself,  it  is  plain  that  each  of  said  com4 
panies  had  and  still  has  a  veto  upon  any  joint  use  or  con-{ 
trol  of  terminals  by  any  non-proprietary  company. 

By  that  and  the  supplemental  agreement  of  December, 
1902,  the  Ferry  Company  and  the  Merchants'  Bridge  Com- 
pany having  then  been  absorbed,  the  proprietary  companies 
prescribed  that  the  charges  of  the  company  shall  be  so 
adjusted  as  to  produce  no  more  revenue  thlin  shall  equal 
the  fixed  charges,  operating  and  maintenance  expenses. 
Deficiencies  for  those  purposes  the  proprietary  companies 
guarantcfed  to  make  good,  though  such  payments  are  to 
be  reimbursed  by  an  increase  in  charges,  if  necessary. 

We  fail  to  find  in  either  of  the  contracts  referred  to  any 
provision  abrogating  the  requirement  of  unanimous  con- 
sent to  the  admission  of  other  companies  to  the  ownership 
of  the  Terminal  Company,  though  counsel  say  that  no  su(^ 
coittpany  will  now  find  itself  excluded  from  joint  use  or 
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/  ownership  upon  ^[^licatioii.  That  other  companies  are 
I  perioitted  to  use  the  facilities  of  the  Terminal  Company 
H  upon  paying  the  same  charges  paid  by  the  proprietary 

(companies  seems  to  be  conceded.  But  there  is  no  provision 
by  which  any  such  privilege  is  accorded. 

By  still  another  clause  i|x  the  agi*eement  the  proprietary 
companies  obligate  themselves  to  forever  use  the  facilities 
of  the  Terminal  Company  for  all  business  destined  to  cross 
the  river.  This  would  ^eeip.to  guarantee  against  any  com- 
petitive system,  since  the  companies  to  the  agreement  now 
control  about  one-third  of  the  railroad  mileage  of  the  United 
Statea 

In  acquiring  these  properties  the  Terminal  Ccmpany 
has  assumed  mortgage  and  stock  dividend  obligations  of 
[401]  the  constituent  companies  aggregating  about  twenty- 
five  million  dollars.  It  has  executed  its  own  mortgage  upon 
all  of  its  property  to  secure  an  isisue  of  fifty  million  dollars 
of  bonds,  of  which  twenty  million  dollars  worth  have  been 
sold,  and  the  proceeds  used  in  constructicm  or  in  paying 
for  the  properties  acquired.  It  has  thus  about  forty-five 
million  dollars  of  mortgage  or  fixed  charges  or  liabilities. 
The  company  has  an  authorized  capital  stock  of  fifty 
million  dollars.  Of  this  about  twenty-dght  million  dollars 
has  been  issued  in  equal  proportions  to  the  several  owning 
railroad  companies.  No  dividends  have  ever  been  paid, 
and  the  company  disclaims  any  purpose  to  pay  dividend& 
We  fail  to  find  any  obligation  by  which  they  may  be 
prevented  from  paying  dividends  upon  the  stock  held 
by  the  proprietary  companies,  or  that  ii^  its  treasury,  if 
ever  issued.-  Undoubtedly  the  major  part  of  this  revenue 
arises  from  the  business  done  by  the  proprietary  com- 
panies through  the  Terminal  Company,  but  that  commg 
from  other  companies  is,  however,  a  large  contribution. 
That  no  direct  profit  is  derived  by  the  owning  companies 
from  the  operation  of  the  terminals,  may  be  true.  But  it 
is  not  clear  that  the  proprietary  companies  do  not  make 
an  indirect  profit  through  ownership  of  pbligations  of  the 

(absorbed  companies.  . 
That  through  their  ownership  and  exclusive;  control  they 
are  in  possession  of  advantages  in  respect  to  the  enormous 
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traffic  whiek  most  use  tbe  St/ Louis  gateway ,  is  uudeulable. 
3%at  the  proprietary  companies  have  not  availed  themselves 
of  the  full  measure  of  their  power  to  impede  free  oompeti- 
tion  of  outside  companies,  may  be  true.  Aside  fr(«n  their 
power  under  all  of  the  conditions  to  exclude  independent 
entrance  to  the  city  by  any  outside  company,  their  control  |j 
has  resulted  in  certain  methods  which  are  not  consistent 
with  freedom  of  competition.  To  th^ae  acts  we  shall  refer 
later. 

We  are  not  unmindful  of  the  essential  difference  be- 
[402]  tween  terminal  systems  properly  so  described  and 
railroad  transportation  companies.  The  first  are  but  instru- 
mentalities which  assist  the  latter  in  the  transfer  of  traffic 
between  different  lines,  and  in  the  collection  and  distribu- 
tion of  traffic.  They  are  a  modem  evolution  in  the  doing  of 
railroad  business,  and  are  of  the  greatest  public  utility. 
They,  under  proper  conditions,  do  not  restrain,  but  promote 
commerce. 

The  argument  that  the  combination  of  the  instrumentali-  \ 
ties  <^rated  by  the  Terminal  Company  with  those  of  the  ' 
Merchants'  Bridge  Company  was  a  combination  of  two  com-  i 
peting  lines  of  railroad,  such  as  was  condemned  in  Northern  | 
Securities  Company  v.  United  States^  193  U.  S.  197,  is  not  I 
well  founded.    This  combination  if  properly  regarded  as  of  * 
parallel  and  competing  lines  would  have  been  obnoxious  to 
the  seventeenth  section  of  the  constitution  of  Missouri.    For 
the  purpose  of  enforcing  this  Missouri  prohibition,  the  State 
instituted  a  proceeding  to  dissolve  the  combination  of  the 
properties  of  the  Merchants'   Bridge  Terminal   Railroad 
Company  with  the  Terminal  Railroad  Association  o'f  St. 
Louis,  upon  the  ground  that  the  railroads  operated  by  those 
companies  were  parallel  and  competing  lines  of  railroad. 
Relief  was  denied.    The  Missouri  court  held  that  the  merger 
of  mere  railway  terminals  used  to  facilitate  the  fpublic  con- 
venience by  the  transfer  of  cars  from  one  line  of  railway  to 
another,  and  instnmientalities  for  the  distribution  or  gather- 
ing of  traffic,  freight  or  passenger,  among  scattered  indus- 
tries, or  to  different  business  centers  of  a  great  city,  were 
not  properly  railroa;d  companies  within  the  reasonable,  mei^- 
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ing  of  the  statutes  forbidding  eombinatioag  betweeol  eom- 
peting  or  parallel  lines  of  railroad.  Bef  erring  to  the  legiti- 
mate  use  of  tenninal  cprnpanies,  the  ICisBoari  court  said : 

''A  more  effectual  meaiM  of  keeping  competitloii  up  to  the  TaigbetA 
point  between  parallel  or  competing  lines  could  not  be  deriaed.  The 
destruction  of  the  syatem  would  re[40S]8ult  In  compelling  the  ahip- 
per  to  employ  the  railroad  with  which  he  has  switch  connection,  or 
else  cart  hla  product  to  a  distant  part  of  the  city,  at  a  cost  possibly 
as  great  as  the  railroad  tariff. 

**  St  Louis  is  a  dty  of  great  magnitude  in  the  extent  of  Its  area, 
its  population,  and  Its  manufacturing  and  other  business.  A  very 
large  number  of  trunk  line  railroads  converge  in  this  dty.  In  the 
brief  of  one  of  the  well-informed  counsel  in  this  case  it  is  said  that 
St  liouis  is  one  of  the  largest  railroad  centers  in  the  world.  Sup- 
pose it  were  required  of  every  railroad  company  to  effect  its  entrance 
to  this  city  as  best  it  could  and  establish  its  own  terminal  facilities, 
we  would  have  a  large  number  of  passeqger  stations,  freight  depots, 
and  switch  yards  scattered  all  over  the  vast  area  and  Innumerable 
vehicles  employed  in  hauling  passengers  and  freight  to  and  from 
those  stations  and  depots.  Or  suppose  it  became  necessary  in  the 
exigency  of  commerce  that  all  incoming  trains  should  reach  a  com- 
mon focus*  but  every  railroad  company  provide  Its  own  track;  then 
not  only  would  the  expense  of  obtaining  the  necessary  rights  of  way 
be  80  enormous  as  to  amount  to  the  exclusion  of  all  but  a  few  of 
the  strongest  roads,  but,  if  it  could  be  accomplished,  the  city  would 
be  cut  to  pieces  with  many  lines  of  railroad  intersecting  it  in  every 
direction,  and  thus  the  greatest  agency  of  commerce  would  become 
the  greatest  burden."    182  Missouri,  284,  299. 

Among  the  cases  in  which  the  public  utility  of  such  com- 
panies has  been  recognized  are :  Bridwell  v.  Gate  City  Ter- 
fninci  Co.  (Georgia),  10  L.  E.  A.  (N.  S.)  909;  Indianapolis 
Union  Rail/road  Company  v.  Cooper^  6  Ind.  App.  202; 
State  ea  rel.  v.  Martin^  61  Kansas,  462 ;  Mayor  v.  Norwich 
E.  W.  Railroad  C!o.,  109  Massachusetts,  103;  Union  Depot 
Company  v.  Morton^  83  Michigan,  265;  State  v.  St.  Paul 
Union  Depot  Co.^  42  Minnesota,  142 ;  Rywn  v.  Terming  Co.y 
102  Tennessee,  111,  124. 

[4<Nl]  While,  therefore,  the  mere  combining  of  several 
independent  terminal  systems  into  one  may  not  operate  as 
a  restraint  upon  the  interstate  commerce  which  must  use 
them,  yet  there  may  be  conditions  which  will  bring  such 
a  combination  under  the  prohibition  of  the  Sherman  Act. 
The  one  in  question,  counsel  say,  is  not  antagonistic  to  but 
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in  harmony  with  the  Anti-Tnist  Act,  ^because  it  expands 
competition  by  extending  equal  conveniences  and  advan- 
tages to  all  shippers  located  upon  each  of  the  three  sys- 
tems for  all  traffic  to  and  from  St.  Louis;  expedites  and 
economizes  the  service.''  It  is  justified,  they  argue  by  ^^(1) 
the  physical  or  topographical  conditions  peculiar  to  the 
locality;  by  (2)  its  commercial,  industrial,  and  railroad 
development  and  history;  by  (3)  public  opinion  expressed 
legislatively  and  judicially,  and  (4)  by  the  judgment  of 
experienced  railroad  engineers  and  managers."  From 
which  consideration  the  same  counsel  say  that  the  issue 
presented  by  this  record  is,  ^  whether  the  common  control 
or  ownership  of  all  the  terminal  facilities  (mechanical  de- 
vices for  the  exchange,  receipt,  and  distribution  of  traffic) 
of  a  large  commercial  and  manufacturing  center  by  all  of 
the  railroad  companies,  and  for  the  benefit  of  all  upon 
equal  terms  and  facilities,  without  discrimination,  is  con- 
denmed  by  the  Sherman  Act." 

Let  us  analyze  the  proposition  included  in  the  issue,  as 
stated  by  counsel,  quoted  above:  Counsel  assume  that  the 
combined  terminals  have  come  under  a  ^common  control 
or  ownership."  But  this  is  not  the  case.  That  the  in- 
strumentalities so  combined  are  not  jointly  owned  or  man-' 
aged  by  all  of  the  companies  compelled  to  use  them  is  a 
significant  fact  which  must  be  taken  into  account  for  the 
purpose  of  determining  whether  there  has  been  a  violation 
of  the  Anti-Trust  Act.  The  control  and  ownership  is  that 
of  the  fourteen  roads  which  are  defendants.  The  railroad 
systems  and  the  coal  roads  converging  at  St.  Louis,  which 
are  not  associated  with  the  proprietary  companies  are 
[405]  under  compulsion  to  use  the  terminal  system,  and 
yet  have  no  voice  in  its  control. 

It  can  not  be  controverted  that,  in  ordinary  circumstances, 
a  number  of  independent  companies  might  combine  for  the 
purpose  of  controlling  or  acquiring  terminals  for  their 
common  but  exclusive  use.  In  such  cases  other  companies 
might  be  admitted  upon  terms  or  excluded  altogether.  If 
such  terms  were  too  onerous,  there  would  ordinarily  remain 
the  right  and  power  to  construct  their  own  terminals.    But 
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the  situation  at  St.  Louis  is  most  extraordinary,  and  w^  base 
our  conclusion  in  this  case,  in  a  large  measure,  upon  that 
fact.  The  ^^  physical  or  topographical  condition  peculiar  to 
the  locality,"  which  is  advanced  as  a  prime  justification  for 
a  unified  system  of  terminals,  constitutes  a  most  obyious 
reason  why  such  a  unified  system  is  an  obstacle,  a  hindrance, 
and  a  restriction  upon  interstate  commerce,  unless  it  is  the 
impartial  agent  of  all  who,  owing  to  conditions,  are  under 
such  compulsion, .  as  here  exists,  to  use  its  facilities.  The 
witness  upon  whom  the  defendants  chiefly  rely  to  uphold 
the  advantages  of  the  unified  system  which  has  been  con- 
structed, Mr-  Albert  L.  Perkins,  gives  this  as  his  unqualified 
judgment.  He  was  and  is  an  experienced  railroad  engineer 
and  manager  and  is  the  railway  expert  of  the  Municipal 
Bridge  and  Terminal  Board,  a  commission  appointed  under 
a  city  ordinance,  headed  by  the  mayor,  to  study  and  report 
legislation  needed  to  relieve  the  terminal, coiK^tions  of  St.. 
Louis.  From  his  study  of  the  loeal  situation  he  expresses 
the  opinion,  that  the  terminals  of  railway  lines  in  any  large 
city  should  be  unified  as  far  as  possible,  and  that  such  imifi- 
cation  may  be  of  the  greatest  public  utility  and  of  imn^eas^ 
ureable  advantage  to  commerce,  state  and  interstate.. 
Neither  does  he  find  in  the  conditions  at  St.  Louis  any  insur* 
mountable  objection  to  such  unification.  The  witness,  how- 
ever, points  out  that  such  a  terminal  company  should  be  the 
agent  of  every  [406]  company,  and,  furthermore,  that  its 
service  should  not  be  for  profit  or  gain.  In  short,  that 
every  railrQa4  using  the  service  should  be  a  joint  owner  and 
equally  interested  in  the  control  and  management.  This^ 
he  thinks,  will  serve  the  greatest  possible  economy,  and  will 
give  the  most  efficient  service  without  discrimimttioi^.' 
When  thus  jointly  owned  and  controlled,  whether  through 
the  medium  of  a  mere  holding  or  operating^company,  such 
as  the  Terminal  Company  is,  or  by  other  mea^^5  the  facilities, 
would  belong  to  each  relatively  to  its  own  business,  and  de- 
livery would  be  made  by  each  company,  over  its  own  tracks 
to  connecting  lines  or  places  of  destination  in  the  city;  .  The 
charge  for  the  haul  thus  lengthened  would,  then  be  properly 
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absorbed  by  the  thi^ugh  rate,  leaving  nothing  to  be  added 
to  that  to  be  charged  the  diipper  or  consignee  but  switching 
and  storage  charges  proper. 

The  terminal  properties  in  question  are:  not  so  controlled 
and  managed,  in  view  of  the  inherent  local  conditions,  as 
to  escape  condemnation  as  a  restraint  upon  commerce. 
They  are  not  under  a  common  control  and  ownership.  Nor 
can  this  be  brought  about  imless  the  prohibition  against 
the  admission  of  other  companies  to  sucdi  control  is  stricken 
out  and  provision  made  for  the  admission  of  any  company 
to  an  equal  control  and  management  upon  an  equal  basis 
with  the  present  proprietary  companies. 

There  are  certain  practices  of  this  Terminal  Company^ 
which  operate  to  the  disadvantage  of  the  commerce  which  I 
must  cross  the  river  at  St.  Louis,  and  of  non-proprietary  I 
railroad  lines  compelled  to  use  its  facilities.    One  of  them  J 
grows  out  of  the  fact  that  the  Terminal  Company  is  a* 
terminal  company  and  something  more.    It  does  not  con^ 
fine  itself  to  supplying  and  operating  mere  facilities  for 
tke  interchange  of  traffic  between  railroads  and  to  assist- 
ance in  the  collecting  and  distributing  of  traffic  for  the 
carrier  confipanies.    It,  as  well  as  several  of  •the  absorbed 
[4071  terminal  companies;  were  organized  under  ordinary 
railroad  charters.    If  the  combination  which  has  occurred 
is  to  escape  condemniU;ion  as  a  combination  of  parallel  and' 
competing  railroad  companies,  it  is  because  of  the  essen- 
tial difference  between  railroad  and  terminal  companies 
proper — differences  pointed  out  by  the  Missouri  Supreme 
Court  in  the  case  heretofore  referred  to.    Indeed,  the  de- 
fense to  this  proceeding  is  based  upon  the  insistence  that 
the  Terminal  Company  is  solely  engaged  in  operating  ter- 
minal facilities,  defined  in  the  brie&,  ^fas  mechanical  de- 
vices for  the  ezcl^ange,  receipt,  and  distribution  of  traffic." 
This  Terminal  Company,  in  addition  to  its  schedule  for  | 
terminal  charges  proper,  such  as  switching,  warehousing, 
etc.,  files  its  rate  sheets  for  the  transportation  of  every  class 
of  merchandise  from  the  termini  of  the  railroads  oti  the 
Illinois  side  of  the  river  to  destinations  aax>ss  the  river 
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oyer  its  lines.  These  rates  are  applied  to  aU  traffic  des- 
tined to  cross  the  river,  with  certain  exceptions  t6  which 
we  shall  later  refer,  which  originates  within  an  irregular 
area  of  which  St.  Louis  is  the  center,  and  having  a  diameter 
of  from  one  to  two  hundred  miles.  This  arbitrary  oper- 
ates to  cast  a  burden  upon  short  hauls,  which  has  led  to 
much  complaint,  as  being  both  discriminatory  and  extor- 
tionate. An  exception  is  made  as  to  traffic  originating 
within  so  much  of  this  area  as  constitutes  what  is  called 
"Green  Line  Territory,"  or  which  is  destined  to  points 
within  "Greoi  line  Territory."  This  seems  to  be  based 
upon  competitive  conditicms  caused  by  the  great  toll  rail- 
way bridge  at  Memphis,  Tennessee,  the  bridge  toll  being 
treated  by  Imes  using  the  bridge  as  a  part  of  the  through 
rate. 

Another  exception  to  the  rule  imposing  this  arbitrary 
is  that  it  does  not  apply  to  traffic  which  originates  in  East 
St  Louis,  whether  it  is  destined  to  cross  the  river  or  not. 
The  reason  for  this  exemption,  where  such  traffic  does  cross 
the  river^  is  not  apparent  Possibly,  it  may  be  said  [408] 
that  it  is  because  the  traffic  of  St.  Louis  and  East  St.  Louis 
should  be  treiited  as  arising  in  the  same  commercial  area. 
But  this  reason  does  not  seem  to  apply  to  the  traffic  origi- 
nating in  St.  Louis,  which  is  bound  east,  though  that  of 
East  St.  Louis  is  altogether  free  from  this  arUtrary  charge. 
The  effect  of  this  arbitrary  discrimination  is  obviously  in- 
jurious to  the  commerce  and  manufacturers  of  St.  Louis, 
and  is  among  the  chief  causes  of  complaint  against  the 
Terminal  Company.  Mr.  Perkins,  to  whom  we  have  before 
referred  as  a  capable  and  impartial  expert,  says  of  the 
^consequence  of  this  curious  exception  out  of  the  one  hun- 
dred mile  area  rule,  that  "the  effect  of  these  charges  was, 
;  of  course,  to  put  the  man  doing  business  in  St.  Louis  at.  a 
I  disadvantage  to  that  extent  with  the  tnan  doing  business  at 
I  East  St  Louis  on  his  eastern  business."  Again,  he  says  that 
the  practical  operation  was  to  give  East  St  Louis  a  distinct 
advantage  in  the  manufacturing  lines.  Another  practice, 
which  marks  this  Terminal  Company  as  a  transportation 
company  which  interposed  itself  between  railroads  having 
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their  termini  on  oppodte  sides  of  the  rirer,  and  between 
the  city  itself  and  the  roads  terminating  on  the  east  side 
of  the  river,  is  that  all  traffic  destined  to  cross  &e  river  at 
St.  Louis,  whether  bound  east  or  west^  or  destined  for  the 
city  if  coming  from  the  east,  is  billed  only  to  East  St. 
Louis,  and  there  rebilled  to  destination. 

The  practice  of  rebilling  and  of  making  a  distinct  haul- 
ing charge  is  an  evident  survival  of  the  methods  which 
existed  when  the  eastern  lines  had  no  termini  in  St.  Louis. 
They  then  billed  to  East  St.  Louis,  and  there  turned  the 
traffic  over  to  one  of  the  existing  terminal  companies,  who 
made  their  own  specific  charges  for  the  haul  to  places  of  de- 
livery within  the  city.  The  practice  has  been  continued 
after  the  reason  for  it  has  disappeared.  The  effect  of  this 
practice  of  rebilling  at  East  St.  Louis  and  of  imposing  this 
arbitrary  upon  traffic  originating  within  [409]  one  hundred 
miles  of  the  city,  destined  to  cross  the  river,  seems  to  have  | 
been  also  appli^  to  the  large  coal  traffic  between  the  Illinois  | 
coal  mines,  upon  which  the  city  is  largely  dependent.         — 

We  come  now  to  the  remedy.  In  determining  what  this 
should  be  we,  as  said  by  this  court  in  Standard  OH  Company 
V.  Uniied  States,  221  U.  S.  1,  78,  must  not  overlook  the  fact 
that  in  applying  a  remedy  ^^  that  injury  to  the  public  by  the 
prevention  of  an  undue  restraint  on,  or  the  monopolization 
of  trade  or  commerce  is  the  foundation  upon  which  the  pro- 
hibiti<ms  of  the  statute  rest,  and  moreover  that  one  of  the 
fundamental  purposes  of  the  statute  is  to  protect,  not  to 
destroy,  rights  of  property."  If,  as  we  have  already  said, 
the  combination'  of  two  or  more  mere  terminal  companies 
into  a  single  system  does  not  violate  the  prohibition  of  the 
statute  against  contracts  and  combinations  in  restraint  of 
interstate  commerce,  it  is  because  such  a  combination  may  be 
of  the  greatest  public  utility.  But  when,  as  here,  the  in- 
herent conditions  are  such  as  to  prohibit  any  other  reason- 
able means  of  entering  the  dty,  thiB  combination  of  every 
sudb'  facility  under  the  exclusive  ownership  arid  control  of 
less  than  all  of  the  companies  under  compulsibn  to  use  them 
violates  both  the  first  and  second  sections  of  t&e  act,  in  that 
it  constitutes  a  oohtraet  or  combinatioii  in  restraint  of  coih- 
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meroe  among  the  States  and  an  attempt  to  monopolize  com- 
merce among  the  States  which  must  pass  through  the  gate- 
way at  St  Louis. 

The  Government  has  urged  a  dissolution  of  the  com- 
bination between  the  Terminal  Company,  the  Merchants' 
Bridge  Terminal  Company,  and  the  Wiggins  Ferry  Com- 
1  pany.    That  remedy  may  be  necessary  unless  one  equally 
i  I  adequate  can  be  applied. 

But  the  illegal  restraint  upon  commerce  among  the 
States  which  we  here  find  to  exist  consists  in  the  posses- 
sion acquired  by  the  proprietary  companies  through  the 
[410]  means  and  with  the  object  we  have  stated  of  domi- 
nating conunerce  among  the  States  carried  on  by  other  rail- 
roads entering  or  seeking  to  enter  the  city  of  St.  Louis  and 
by  which  such  railroads  are  compelled  either  to  desist  from 
carrying  on  interstate  commerce  or  to  do  so  upon  the  terms 
imposed  by  the  proprietary  companiea  This  control  and 
possession  constitutes  such  a  grip  upon  the  commerce  of 
St.  Louis  and  commerce  which  must  cross  the  river  there, 
whether  coming  from  the  east  or  west,  as  to  be  both  an 
illegal  restraint  and  an  attempt  to  monopolize. 

The  power  resulting  from  the  combination  even  before 
completed  by  the  acquisition  of  the  Wiggins  Ferry  Com- 
pany and  its  related  terminals  was  exhibited  when  the  Bock 
Island  sought  an  independent  entrance. 

Some  of  its  abuses  are  shown  by  the  imposition  of  the 
arbitrary  hauling  charge  imposed  upon  the  artificially  lim- 
ited trade  districts  described*     It  is  shown  also  hj  the 
maintenance  of  the  system  of  billing  traffic  destined  to 
cross  the  river  at  St  Louis,  either  east  or  west,  or  to  St. 
Louis,  if  from  points  on  the  east  side  of  the  river,  a  prac- 
tice so  galling  and  universal  as  to  practically  ^^  eliminate 
St  Louis  from  the  railroad  map,''  to  quote  the  graphic,  if 
extravagant,  language  of  counsel  for  the  United  States,  as 
respects  the  great  traffic  subject  to  the  regulation. 
I      Plainly  the  combination  which  has  occurred  would  not 
.  be  an  illegal  restraint  under  the  terms  of  the  statute  if  it 
;  were  what  is  claimed  for  it,  a  proper  terminal  association 
acting  as  the  impartial  agent  of  every  line  which  is  under 
(compulsion  to  use  its  instrumentalities.    If,  as  we  have 
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pointed  out,  the  violation  of  the  statute,  in  view  of  the  in- 
herent physical  conditions,  grows  out  of  administrative  con- 
ditions which  may  be  eliminated  and  the  obvious  advan- 
tage^ of  unification  preserved,  such  a  modification  of  the 
agreement  between  the  Terminal  Company  and  the  pro- 
prietary companies  as  shall  constitute  the  former  the  bona 
fide  agent  and  servant  of  every  railroad  line  which  [411] 
shall  use  its  facilities,  and  an  inhibition  of  certain  methods 
of  administration  to  which  we  have  referred,  will  amply 
vindicate  the  wise  purpose  of  the  statute,  and  will  preserve 
to  the  public  a  system  of  great  public  advantage. 

lliese  considerations  lead  to  a  reversal  of  the  decree  dis- 
missing the  bill.  This  is  accordingly  adjudged  and  the 
case  is  remanded  to  the  district  court,  with  directions  that 
a  decree  be  there  entered  directing  the  parties  to  submit 
to  the  court,  within  ninety  days  after  receipt  of  mandate, 
a  plan  for  the  reorganization  of  the  contract  between  the 
fourteen  defendant  railroad  companies  and  the  Terminal 
Company,  which  we  have  pointed  out  as  bringing  the  com- 
bination within  the  inhibition  of  the  statute. 

First.  By  providing  for  the  admission  of  any  existing 
or  future  railroad  to  joint  ownership  and  control  of  the 
combined  terminal  properties,  upon  such  just  and  reason- 
able terms  as  shall  place  such  applying  company  upon  a 
plane  of  equality  in  respect  of  benefits  and  burdens  with 
the  present  proprietary  companies. 

Second.  Sucih  plan  of  reorganization  must  also  provide 
definitely  for  the  use  of  the  terminal  facilities  by  any  other  I 
railroad  not  electing  to  become  a  joint  owner,  upon  such  j! 
just  and  reasonable  terms  and  regulations  as  will,  in  re-  l| 
spect  of  use,  character,  and  cost  of  service,  place  every  such 
company  upon  as  nearly  an  equal  plane  as  may  be  with 
respect  to  expenses  and  diarges  as  that  occupied  by  the  pro- 
prietary ccmipanies. 

Third.  By  eliminating  from  the  present  agreement  be-  ( 
tween  the  Teiminal  Company  and  the  proprietary  com-  \ 
panies  any  provision  which  restricts  any  such  company  to  * 
the  use  of  the  facilities  of  the  Terminal  Company. 

Fourth.  By  providing  for  the  complete  abolition  of  the 
existing  practice  of  billing  to  East  St.  Louis,  or  other  junc-  y* 
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tion  pointe,  and  then  rebilling  traffic  destined  to  St  Louis, 
or  to  points  beyond. 

Fifth.  By  providing  for  the  abolition  of  any  special  or 
[412]  so-called  arbitrary  charge  for  the  use  of  the  terminal 
facilities  in  respect  of  traffic  originating  within  the  so-called 
one  hundred  mile  area,  that  is  not  equally  and  in  like  man- 
ner applied  in  respect  of  all  other  traffic  of  a  like  character 
originating  outside  of  that  area. 

gixth.  By  providing  that  any  disagreement  between  any 
company  applying  to  become  a  joint  owner  or  user  as  herein 
provided  for  and  the  Terminal  or  proprietary  companies 
which  shall  arise  after  a  final  decree  in  this  cause,  may  be 
submitted  to  the  district  court,  upon  a  petiticm  filed  in  this 
cause,  subject  to  review  by  appeal  in  the  usual  manner. 

Seventh.  To  avoid  any  possible  misapprehension,  the  de- 
cree ^ould  also  contain  a  provision  that  nothing  therein 
shall  be  taken  to  alBfect  in  any  wise  or  at  any  time  the  power 
of  the  Interstate  Commerce  Commission  over  the  rates  to 
be  charged  by  the  Terminal  Company,  or  the  mode  of  billing 
traffic  passing  over  its  lines,  or  the  establishing  of  joint 
through  rates  or  routes  over  its  lines,  or  any  other  power 
conferred  by  law  upon  such  commission. 

Upon  failure  of  the  parties  to  oome  to  an  agreement 
which  is  in  substantial  accord  with  this  opinion  and  decree, 
the  court  will,  after  hearing  the  parties  upon  a  plan  for 
the  dissolution  of  the  combinaticm  between  the  Terminal 
Company,  the  Wiggins  Ferry  Company,  the  Merchants' 
Bridge  Company,  and  the  several  terminal  companies  re- 
lated to  the  Ferry  and  Merchants'  Bridge  Company,  make 
such  order  and  decree  for.  the  complete  disjoinder  of  the 
three  systems,  and  their  future  operation  as  independent 
systems,  as  may  be  necessary,  enjoining  the  defendants, 
singly  and  collectively,  from  any  exercise  of  control  or 
dominion  over  either  of  the  said  terminal  systems  or  their 
related  constituent  companies,  through  lease,  purchase,  or 
stock  control,  and  enjoining  the  defendants  from  voting 
any  share  in  any  of  said  companies  or  receiving  dividends, 
directly  or  indirectly,  or  from  any  future  [418]  ooml»na- 
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tion  of  the  said  systems  in  eTasion  of  such  decree  or  any 
part  thereof. 
Reversed  and  remanded  accordingly. 

Mr.  Justice  Holmes  took  no  part  in  the  hearing  or  de- 
termination of  ttiis  case. 


UNITED  STATES  v.  TERMINAL  ASS'N  OF  ST. 
LOUIS  ET  AL.»     , 

(District  Ck>urt,  E.  D.  Missouri,  B.  D.    July  S,  1012.) 

[107  Fed.  Rep.,  446.] 

Cotmrs  (I  101)— Fedkbal  CointTS— Power  or  Single  Judge— "  Heab- 
n?G."— Where  the  Supreme  Court  reversed  a  decree  dismissing  a 
suit  to  enforce  Anti-Trust  Act  July  2,  1890,  c  647,  26  Stat  209 
(U.  S.  Ck>mp.  St  1901,  p.  8200),  and  remanded  the  case  with  qpecific 
directions,  the  decree  on  the  mandate  may  be  entered  by  any  dia- 
trict  Judge  presiding,  or  circuit  Judge  assigned  to  the  court,  under 
Judicial  Code  (act  March  3,  1911,  c.  281,  36  Stat  1069  [U.  S. 
Comp.  St  Supp.  1911,  p.  183])  I  18,  notwithstanding  Expedition 
Act  Feb.  11,  1903,  c.  544,  82  Stat.  823  (U.  S.  Comp.  St  Supp.  1911, 
p.  1888),  requiring  the  assignment  for  the  hearing  of  actions  in- 
TolTing  the  Anti-Trust  Act  before  not  less  than  three  Judges;  the 
word  "  hearing  '*  meaning  a  trial  requiring  Judicial  determination.^ 

[Bd.  Note.— For  other  cases,  see  Courts,  Cent.  Dig.  IS  844--350; 
Dec.  Dig.  I  101. 

For  other  definitions,  see  Words  and  Phrases,  vol.  4,  pp.  8286- 
8288.] 

JxjnGUtNT  (I  504) — Validitt— CoiXATERAL  ATTACK. — A  dccrec  en- 
t^ed  by  a  cringle  Judge  in  conformity  to  the  mandate  of  the  Su- 
preme Court  rererslng  a  decree  diamlssing  a  suit  to  enforce  Anti* 
Trust  Act  July  2,  1890,  e  647,  26  Stat  209  (U.  8.  Comp.  St  1901, 
p.  8200),  and  [447]  remanding  the  case  with  specific  directions, 
is  not  void  nor  subject  to  collateral  attack,  even  if  there  was  error 
in  holding  that  a  pingle  Judge  could  enter  the  decree  notwith- 
standing Expedition  Act  Feb.  11,  1908,  c.  544,  82  Stat  828  (U.  S. 

•For  prior  opinions  (148  Fed.  486),  see  vol.  3,  page  34;  (154  Fed. 
268),  see  vol.  8,  page  265;  (224  U.  S.  383)  see  ante,  page  473.  For 
later  opinions  (226  U.  S.  420)  see  poit,  page  507;  (236  U.  S.  194)  see 
po9t,  page  5l2. 

^Syllabua  coporrlghled,  lfil2,  by  'West  Piibllahing  Oomi«ny. 
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Gomp.  St  Supp.  1911,  p.  1888),  reqnirtng  tbe  afiNsigmnent  for  hear- 
ing of  such  actions  before  not  less  than  three  Judges. 

[Ed.  Note.— For  other  cases,  see  Judgment,  Cent  Dig.  %i  944- 
947;  Dec  Dig.  f  604.] 

Action  by  the  United  States  against  the  Terminal  Assoda- 
tion  of  St.  Louis  and  others.  There  was  a  decree  of  the 
Supreme  Couit  reversing  a  decree  dismissing  the  bill  and 
remanding  the  case  for  a  decree.  Heard  in  the  trial  court 
after  remand  on  question  of  right  of  a  single  judge  to  direct 
decree.  ^ 

Edward  0.  Crow^  of  St.  Louis,  Mo.,  for  complainant. 

Henry  S.  Priesty  of  St.  Louis,  Mo.,  for  defendants. 

Trieber,  district  judge: 

This  is  an  action  by  the  United  States  to  enforce  the  pro- 
visions of  Sherman  Anti-Trust  Act  July  2,  1890,  c.  647,  26 
Stat.  209  (U.  S.  Comp.  St.  1901,  p.  3200),  instituted  in  the 
circuit  court  for  this  district  before  the  enactment  of  the  new 
Judicial  Code.  After  the  original  bill  had  been  filed,  the 
Attorney  General  of  the  United  States  filed  a  certificate 
under  Expedition  Act  February  11,  1903,  c.  544,  32  Stat. 
828  (U.  S.  Oomp.  St.  Supp.  1911,  p.  1383),  and  the  hearing 
was  before  the  four  circuit  judges  of  this  circuit.  By  a 
divided  court  the  bill  was  dismissed,  and  upon  appeal  the 
decree  of  dismissal  was  reversed  by  the  Supreme  Court  on 
April  22,  1912  (224  U.  S.  383,  32  Sup.  Ct.  507,  56  L.  Ed. 
810),  and  the  cause  remanded  to  this  court  with  the  usual 
directions  ^'to  proceed  in  conformity  with  the  opinion  and 
directions  of  this  court  as  according  to  right  and  justice  and 
the  laws  of  the  United  States  ought  to  be  had." 

[1]  It  has  now  been  suggested  by  the  Attorney  General 
that,  as  a  certificate  under  the  Expedition  Act  was  filed 
when  the  action  was  originally  instituted,  the  decree  on  the 
mandate  could  not  be  entered  by  a  single  judge,  but  only 
by  at  least  three  circuit  judges,  in  conformity  with  the  Ex- 
pedition Act  above  referred  to. 

Assuming,  without  deciding,  that  the  Judicial  Code  does 
not  repeal  the  Expedition  Act,  the  question  to  be  deterauned 
is  whether  in  a' case  in  which  the  Supreme  Court  has  directed 
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the  trial  court  to  enter  a  final  decree  in  conformity  with 
specific  directions  that  decree  can  only  be  entered  when  the 
bench  of  the  district  court  is  occupied  by  at  least  three  cir* 
cuit  judges  because  a  certificate  of  expedition  had  been  filed 
in  the  trial  court  when  the  suit  was  originally  instituted. 

The  act  of  Congress  is  as  follows : 

"  That  in  any  suit  in  equity  pending  of  hereaftnr  brought  In  any 
circuit  court  of  the  United  States  under  the  act  entitled  'An  act  to 
protect  trade  and  commerce  against  unlawful  restraints  and  monopo- 
lies,* approved  July  2,  1800,  'An  act  to  regulate  commerce,'  approved 
February  4,  1887,  or  any  other  acts  of  a  like  purpose  that  hereafter 
may  be  enacted,  wherein  the  United  States  is  complainant,  the  At- 
torney General  may  file  with  the  clerk  of  such  court  a  certificate 
that,  in  his  opinion,  the  case  is  of  general  importance,  a  copy  of  which 
shall  be  immediately  furnished  by  such  derk  to  [448]  each  of  the 
circuit  Judges  of  the  circuit  in  which  the  case  is  pending.  There- 
upon such  case  shall  be  given  precedence  over  others  and  in  every 
way  expedited  and  be  assigned  for  hearing  at  the  earliest  practicable 
day,  before  not  less  than  three  of  the  circiiit  Judges  of  said  circuit 
if  there  be  three  or  more ;  and  if  there  be  not  more  than  two  circuit 
Judges,  theu  before  them  and  snch  district  Judge  as  they  may  select** 

The  opinion  of  the  Supreme  Court  not  only  reversed  and 
remanded  the  case,  but  by  reference  thereto  it  will  be  found 
that  it  giyes  specific  and  minute  directions  what  decree  is 
to  be  entered.    The  opinion  says : 

'*  These  considerations  lead  to  a  reversal  of  the  decree  dismissing 
the  biU.  This  is  accordingly  adjudged,  and  the  case  is  remanded 
to  the  district  court,  with  directions  that  a  jdecree  be  there  entered 
directing  the  parties  to  submit  to  the  court,  within  90  days  after 
receipt  of  mandate,  a  plan  for  the  reorganization  of  the  contract  be- 
tween the  14  defendant  railroad  companies  and  the  terminal  com- 
panies, which  we  have  pointed  out  as  being  the  combination  within 
the  inhibition  of  the  statute." 

The  court  then  enumerates  in  seven  distinct  and  separate 
sections  what  this  new  agreement  must  be,  and  then  pro- 
ceeds that,  upon  failure  to  come  to  such  an  agreement,  per- 
manent injunctions  be  issued,  and  the  combination  dissolved. 

The  expedition  act  provides  that  upon  filing  of  the  cer- 
tificate by  the  Attorney  General  two  things  be  done:  First, 
that  such  case  shall  be  given  precedence  over  others  and  in 
every  way  expedited;  and,  second,  that  it  be  assigned  for 
hearing  at  the  earliest  practicable  day  before  not  less  than 
three  of  the  circuit  judges  of.  the  circuit.    What  is  meant 
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by  the  woid  ^hearing"?  As  ordinarily  used  in  an  equity 
cause,  it  clearly  means  a  trial  or  a  disposition  of  some  mat- 
ter arising  in  the  case  which  requires  judicial  determination 
by  the  court,  whether  interlocutory  or  final.  In  MiUer  v, 
Tobm  (C.  C-),  18  Fed.  609,  616,  Judge  Deady  defined  it 
as  ^'an  equity  term,  and  is  properly  applied  to  the  argu- 
ment and  consideraticm  of  a  case  at  the  several  stages  of  its 
orderly  progress,  but  when  applied  to  that  upon  which  the 
case  is  absolutely  determined— disposed  of — it  is  qualified 
by  the  word  *  final.' " 

In  Akerly  v.  VUaSy  24  Wis.  171, 1  Am.  Eep.  166,  the  court 
said: 

'*  The  word  '  hearing  *  has  an  estabUshed  meaning  as  appUcable  to 
equity  cases.  It  means  the  same  thing  in  those  cases  that  the  word 
*  trial '  does  in  cases  of  law,  and  the  words  *  final  hearing '  have  long 
been  used  to  designate  the  trial  of  an  equity  case  upon  the  merits  as 
distinguished  from  the  hearing  of  any  preliminary  questions  arising 
in  the  cause,  and  which  are  termed  interlocutory." 

Other  cases  to  the  same  effect  are  Carpenter  v.  TFtrm,  221 
U.  &  583, 81  Sup.  Ct.  683,  56  L.  Ed.  842 ;  Joseph  Dry  Goods 
Co.  V.  Hech;^^  120  Fed.  760,  57  C.  C.  A.  64;  Taylor  v.  Breese, 
163  Fed.  678,  90  C.  C.  A.  558;  Boot  v.  MiOs,  168  Fed.  688, 
94  C.  C.  A.  174;  Bahcock  v.  Wolf,  70  Iowa,  676,  28  N.  W. 
490;  GUrmon  v.  Bntton,  155  111.  232,  40  N.  E.  594^ 

A  careful  reading  of  the  entire  act  shows  clearly  that  the 
intention  of  Congress,  in  addition  to  expediting  the  hear- 
ing of  the  cases  enumerated,  was  to  have  them,  owing  to 
their  great  importance,  tried  by  at  least  three  judges,  instead 
of  one,  as  had  been  the  usual  practice  [449]  in  the  circuit 
court  since  the  enactment  of  the  Evarts  Act  (act  March  3, 
1891,  c.  517,  26  Stat.  826  [U.  S.  Comp.  St.  1901,  p.  488]), 
creating  the  United  States  Circuit  Courts  of  Appeal.  But 
the  directions  contained  in  the  mandate  of  the  Supreme 
Court  in  this  cause  leave  nothing  for  determination  by  or  to 
the  discretion  of  the  judge  of  this  court.  He  is  specifically 
directed  to  enter  a  certain  decree,  and  in  entering  that  de- 
cree he  is,  in  effect,  performing  a  ministerial  duty  which 
may  be  enforced  by  mandamus.  In  re  Washington,  etc., 
B.  B.  Co.,' 140,  U.  S.  91,  11  Sup,  Ct.  673,  85  h.  Ed.  339; 
Gaines  r.  Bugg,  148  U-  S.  228,  13  Sup.  CL  611,  87  L.  Ed, 


Digitized  by  VjOOQIC 


UNITED  dTATSB  V.  TBBMIKAL  B.  a.  ASS'n.  605 

Ot>lnion  of  the  Ck>iirt 

482;  Banf&rd  Fork  db  Tool  Co.^  P&titionersj  160  U.  S.  247, 
16  Sup.  Ct.  291,  40  L.  Ed.  414;  In  re  Potts,  166  U.  S.  268, 
IT  Sup.  a.  520,  41  L.  Ed.  994. 

In  the  first  case  cited  above,  the  court,  in  granting  the 
mandamus  against  the  judge  of  the  Circuit  Court,  said: 

*'  It  was  the  duty  of  the  court  below  to  have  entered  the  judgment 
strictly  In  accordance  with  the  judgment  of  this  court,  and  the  lan- 
guage of  the  mandate,  'that  such  execution  or  proceedings  be  had 
in  said  cause  as  according  to  right  and  justice  and  the  laws  of  the 
United  States  ought  to  be  had,  the  said  writ  of  error  notwithstand- 
ing;' did  not  authorize  the  court  to  depart  In  any  respect  from  the 
judgment  of  this  court" 

In  Oaines  v.  Rugg,  where  a  mandamus  was  also  awarded 
against  the  circuit  judge,  the  court,  after  reviewing  its  for- 
mer decisions,  said : 

"In  the  present  case,  as  we  have  observed,  there  was  no  discre- 
tion to  be  exerdsed  by  the  dreail  judge ;  and,  although  it  might  have 
been  admissible  to  raise  the  question  by  a  new  appeal  to  a  proper 
court,  yet,  in  view  of  the  delay  to  be  caused  thereby,  we  do  not  con- 
sider that  such  a  remedy  would  have  been,  or  would  be,  fuUy  ade- 
quate, or  that  a  writ  of  mandamus  is  now  improper.*' 

In  Sanford  Fork  <6  Tool  Co.  it  was  held: 

"  When  a  case  has  been  once  decided  by  this  court  on  appeal  and 
remanded  to  the  Circuit  Court,  whatever  was  before  this  court,  and 
disposed  of  by  Its  decree.  Is  considered  as  finally  settled.  The  Cir- 
cuit Court  is  bound  by  the  decree  as  the  law  of  the  case,  and  must 
carry  it  into  execution,  according  to  the  mandate.  That  court  can 
not  vary  it,  or  examine  it  for  any  other  purpose  than  execution,  or 
give  any  other  or  further  relief;  or  review  it,  even  for  apparent 
error,  upon  any  matter  decided  on  appeal,  or  intermeddle  with  it 
further  than  to  settle  so  much  as  has  been  remanded.  If  the  Cir- 
cuit Court  mistakes  or  misconstrues  the  decree  of  this  court,  and 
does  tiet  give  full  effect  to  the  mandate,  Its  action  may  be  controlled 
either  upon  a  new  appeal  or  by  writ  of  mandanma  to  execute  the 
mandate  of  this  court." 

In  view  of  these  decisions,  it  can  not  be  successfully  main- 
tained that  the  proceeding  now  before  the  court  is  a  ^  hear- 
ing "  within  the  meaning  of  the  Expedition  Act.  All  this 
court  is  now  called  upon  to  do  is  to  determine  whether  the 
new  agreement  of  the  parties,  when  presented  to  the  court, 
is  in  compliance  with  the  directions  of  the  mandate,  and,  if 
it  is,  to  enter  the  decree  as  directed,  or,  if  the  new  agree- 
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ment  does  not  comply  with  the  conditions  prescribed  l»y  the 
Supreme  Court,  to  enter  a  decree  dissolving  the  combination 
held  to  be  unlawful  by  the  Supreme  Court  and  grant  a  per* 
manent  injunction.  United  States  v.  American  Tohaxxo 
Co.  (C.  C.)  191  Fed.  371,  is  not  in  point  In  that  case  the 
decree  was  entered  in  the  Circuit  Court  prior  to  the  time 
the  new  Judicial  Code  went  into  effect.  At  that  time  aJOl 
the  circuit  [450]  judges,  as  well  as  the  associate  justice  of 
the  Supreme  Court  allotted  to  that  circuit,  and  the  dis- 
trict judge  of  that  district,  or  any  one  of  them,  were 
authorized  to  sit  at  the  trial  or  hearing  of  any  cause 
pending  in  the  Circuit  Court  Nor  was  the  mandate 
of  the  Supreme  Court  in  that  case  as  specific  and  minute 
as  to  what  decree  should  be  entered  as  in  the  case  at  bar. 
The  directions  in  that  case  were,  "  We  leave  the  matter  to 
the  court  below  to  work  out  a  compliance  with  the  law 
without  unnecessary  injury  to  the  public  or  the  rights  of 
private  property,"  thus  vesting  the  Circuit  Court  with  dis- 
cretion not  granted  in  this  cause  by  the  Supreme  Court. 

[2]  It  has  also  been  suggested  by  the  Attorney  (jeneral 
that,  if  this  court  should  erroneously  hold  that  it  has  the 
right  to  enter  the  decree  in  this  cause,  such  decree  would  be 
absolutely  void,  meaning  thereby  that  the  decree  would  be 
subject  to  collateral  attack  for  want  of  jurisdiction.  That 
this  contention  is  erroneous  it  is  only  necessary  to  refer  to 
In  re  Metropolitan  Trust  Co.^  218  U.  S.  312,  81  Sup.  Ct  18. 
54  L.  Ed.  1051. 

In  the  opinion  of  the  court  the  decree  directed  to  be  en- 
tered by  the  mandate  of  the  Supreme  Court  can  be  entered 
by  any  district  judge  presiding,  or  the  circuit  judge  as- 
signed to  this  court,  under  the  provisions  of  section  18  oi 
the  Judicial  Code. 
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FKnnON  FOB  WBTT  OF  FBOHIBITION. 

Na  10,  OriglnaL    Submitted  December  16,  1912.— Decided  January 

e,  1918. 

[228  U.  S.,  420.1 

Unless  tbe  repeal  be  express  or  tbe  implication  to  tbat  end  be  irre- 
slBtible,  a  general  law  does  not  rei^eal  a  special  statutory  provision 
affording  a  remedy  tot  specific  cases.  Petri  y.  Creelman  Lumber 
Co^  190  U.  8.  487.> 

The  special  provisions  of  tbe  Expedition  Act  of  Febmary  11,  1903, 
32  Stat  S23,  c.  544,  requiring  in  a  particular  class  of  cases  tbe 
organization  of  a  court  constituted  in  a  particular  manner,  were 
not  repealed  by  tbe  Judicial  Code  of  1911. 

The  new  district  court  created  by  the  Judicial  Ck>de  of  1911  is  tbe 
successor  of  the  formerly  existing  circuit  court,  and  as  such  is 
vested  with  the  duty  of  hearing  and  disposing  of  cases  under  the 
expedition  act  of  1908,  I  291. 

Section  291  of  the  Judicial  Code  of  1911  expressly  confers  powers  of 
tbe  circuit  court  upon  the  now  existing  district  courts. 

Under  the  Expedition  Act  of  1908  a  court  composed  as  required  by 
tbat  act  may  be  organized  at  the  request  of  the  United  States  to 
consider  the  plan  to  carry  out  the  decree  of  this  court  holding  a 
combination  unlawful  undar  the  Sherman  Anti-Trust  Act 

In  this  case  the  district  Judge  having  refused  to  organize  a  court 

under  the  Expedition  Act  to  determine  the  form  and  decree  to  be 

entered  under  the  mandate  of  this  court,  this  court  issues  its  writ 

of  prohibition  directed  to  tbe  district  judge  against  entering  a 

•     decree. 

The  facts,  which  inyolve  the  conBtraction  of  the  Expedi- 
tion Act  of  1903  and  the  question  of  whether  certain  provi- 
sions of  the  Judicial  Code  of  1911  conflict  therewith,  are 
stated  in  the  opinion. 

The  Attorney  General  and  Mr,  Edward  C.  Crow^  Special 
Assistant  to  the  Attorney  Oeneral,  for  petitioner. 

Mr.  Benry  S.  Priest  for  the  respondent. 

•  For  prior  opinions  (148  Fed.  486)  see  vol.  8,  page  84;  (154  Fed. 
268)  see  vol.  8,  page  266;  (107  Fed.  446)  see  ante,  page  601;  (224 
U.  S.  888)  see  ante,  page  478.  For  later  opinion  (286  U.  S.  104)  see 
pott,  page  512. 

»  Syllabus  copyrighted.  1912,  1918,  by  The  Banks  Law  Publishing 
Company. 
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[421]  Mr.  Chief  Justice  Whus  delivered  &e  opinion  of 
the  court 

The  matter  before  us  concerns  the  execution  of  the  decree 
in  United  Staies  v.  Terminai  RaUroad  Association  of  8t 
Louis,  224,  U.  S.  383.  That  case,  which  involved  violations 
of  the  Sherman  Anti-Trust  Act,  was  commenced  in  the  Cir- 
cuit Court  of  the  United  States  for  the  Eastern  District  of 
Missouri,  was  there  decided  by  four  circuit  judges  in  conse- 
quence of  the  filing  by  the  Attorney  G^ieral  of  the  United 
States  of  the  certificate  provided  for  by  the  act  of  February 
11, 1903,  commonly  known  as  the  Expedition  Act,  c.  544,  82 
Stat.  823.  While  the  case  was  here  pending,  the  Judicial 
Code  of  March  8,  1911,  86  Stat.  1087,  c.  231,  was  adopted, 
and  hence  our  mandate  was  directed  to  the  District  Court  of 
'  the  United  States  for  the  Eastern  District  of  Missouri,  the 
successor  of  the  circuit  court. 

Upon  the  filing  of  the  mandate  in  that  court,  the  judge 
of  the  district  court  being  disqualified,  District  Judge 
Trieber,  of  the  District  Court  of  Arkansas,  was  assigned  to 
sit  in  the  cause.  Disagreement  between  the  parties  having 
arisen  as  to  what  plan  of  reorganization  should  be  adopted 
to  carry  out  the  mandate  of  this  court,  and  the  court  below 
having  expressed  its  intention  to  adopt  by  a  final  decree  a 
plan  to  which  the  Government  did  not -assent,  objection  was 
made  by  the  United  States  to  proceeding  further,  upon  the 
ground  thus  stated  by  the  court  below  in  its  opinion 

^^*  *  *  as  a  certificate  under  the  Expedition  Act  was 
filed  when  the  action  was  originally  instituted,  the  decree 
on  the  mandate  could  not  be  entered  by  a  single  judge,  but 
only  by  at  least  three  circuit  judges,  in  conformity  with  the 
Expedition  Act  above  referred  to." 

The  suggestion  having  been  overruled  by  a  formal  order 
and  fruitless  effort  having  been  made  to  induce  action 
[422]  by  the  senior  circuit  judge  who  was  also  the  senior 
circuit  judge  who  had  participated  in  the  original  decision 
of  the  cause,  the  interposition  of  this  court  by  the  proceeding 
before  us  was  invoked.  The  judge  below  evidently  only 
desirous  of  being  informed  as  to  his  duty,  after  leave  to  file 
the  application  for  prohibition  was  here  granted,  haa  sub- 
mitted the  issue  on  the  opinion  of  the  court  below  and  upon 
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printed  argument  for  both  parties,  as  if  on  a  retnm  to  a  rule 
to  show  cause  why  the  writ  should  not  issue. 

In  refusing  to  apply  the  Expedition  Act  the  court  below, 
^  assuming  without  deciding  that  the  Judicial  Code  does  not 
repeal  the  Expedition  Act,"  based  its  refusal  upon  the  ground 
that  the  proceeding  to  enforce  ihe  mandate  of  this  court  was 
not  within  the  intendment  of  the  Expedition  Act  because  not 
a  matter  requiring  the  hearing  contemi^ated  by  that  act. 
This  view  was  maintained  by  conclusions  as  to  the  general 
nature  of  the  duty  to  give  effect  to  a  decree  already  rendered 
and  by  considerations  based  upon  the  opinion  that  the  decree 
of  this  court  was  so  specific  as  to  leave  no  room  for  discus- 
sion and  therefore  to  afford  no  occasion  for  organizing  n 
tribunal  constituted  in  accordance  with  the  requirements  of 
the  Expedition  Act.  In  the  printed  argument,  however,  upon 
which  the  matter  has  been  here  submitted,  the  action  of  the 
court  is  sought  to  be  sustained  upon  a  mudi  broader  ground, 
viz,  that  as  by  the  ^Judicial  Code  the  Circuit  Courts  were 
abolished,  it  has  become  no  longer  possible  to  organize  a 
court  in  accordance  with  the  Expedition  Act,  because  that 
act  by  implication  has  been  repealed  by  the  Judicial  Code. 
Thus,  after  commenting  upon  the  provisions  of  the  Judicial 
Code,  it  is  said: 

*'The  Judicial  Ck>de  (sec.  1,  Chap.  I)  provides  for  a  district  Judge 
for  each  District  Court 

"There  is  no  provision  for  the  exercise  of  any  Judicial  authority 
by  any  circuit  Judge,  except  by  special  appointment,  pursuant  to  the 
provisions  of  sec.  18,  Chap.  I,  of  [488  J  the  Code.  He  then  derives 
his  power  from  such  appointment  and  from  no  other  source.  As 
circuit  Judges  they  have  no  authority  in  the  enforcement  of  the 
Jurisdiction  of  the  District  Courts. 

**Attac  devolving  upon  the  District  Courts  the  Jurisdiction  formerly 
possessed  by  the  abolished  Circuit  Courts,  the  Code  (Chap.  VI) 
creates  a  Circuit  Court  of  Appeals,  and  provides  (sec.  117) : 

*' '  There  shall  be  in  each  circuit  a  Circuit  Court  of  Appeals  which 
shall  consist  of  three  Judges,  *  *  •  which  shall  be  a  court  of 
record  with  appellate  Jurisdiction  as  hereinafter  limited  and  estab- 
Ushed.' 

*'  It  must  be  conceded,  in  view  of  this  legislation,  if  this  suit  was 
now  instituted^  it  could  only  be  heard  by  a  district  Judge  unless  some 
circuit  Judge  should  be  appointed  under  the  provisiops  of  sec  18» 
Chap.  I,  to  discharge  the  functions  of  a  district  Jtdge  and  the  case 
be  brought  before  him  in  that  capacity." 
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Bat  tiie  eontention  is  faulty,  because  altiiough  the  prenufie 
upon  which  it  rests  be  oonceded,  the  deduction  drawn  from 
it  is  unwarranted.  It  is,  of  course,  undoubted'  that  Chap. 
XTTI  of  the  Judicial  Code,  while  not  interfering  with  the 
tenure  of  office  of  the  circuit  judges,  abolished  the  Circuit 
Courts.  It  is  also  undoubted  that  by  that  act  the  District 
Courts  provided  for  were  made  the  successors  of  both  the 
Circuit  and  District  Courts  which  had  theretofore  existed 
and  were  in  a  general  sense  endowed  with  the  jurisdiction 
and  power  theretofore  vested  in  such  prior  courts.  It  is, 
moreover,  beyond  question  that  the  statute,  while  contem- 
plating as  a  general  rule  the  holding  of  District  Courts 
by  district  judges  and  as  a  general  rule  for  holding  Cir- 
cuit Courts  of  Appeal  by  circuit  judges,  nevertheless  ex- 
pressly directs  when  the  occasion  requires  (§  18)  the 
assignment  by  the  senior  judge,  or  the  circuit  justice,  or 
the  Chief  Justice,  of  a  circuit  judge  to  hold  a  District 
Court,  and  endows  a  judge  so  assigned  with  all  [424]  the 
authority  of  a  district  judge  (S  19),  giving  power  in  case 
of  such  designation  to  hold  separately  at  the  same  time  a 
District  Court  in  such  district,  and  to  discharge  all  the 
judicial  duties  of  the  district  judge  therein  (§  14).  The 
statute  therefore  clearly  gives  to  the  circuit  judges  the 
rights  and  powers  of  judges  of  the  new  District  Courts, 
and  calls  such  powers  into  play  when  assigned  according 
to  law. 

The  question,  therefore,  reduces  itself  to  this:  Were  the 
special  provisions  of  the  Expedition  Act  requiring  in  a 
particular  class  of  cases  the  organization  of  a  court  con- 
stituted in  a  particular  manner  repealed  by  the  Judicial 
Code!  This  is  the  only  question,  because  if  that  act  was 
not  repealed  by  the  Code,  then  its  provisions  amount  to  an 
assignment  by  operation  of  law  of  the  circuit  judges  to  sit 
as  judges  of  the  District  Court  for  the  purpose  of  discharg- 
ing the  duties  imposed  by  the  act.  When  the  issue  is  thus 
narrowed  solution  is  readily  reached  by  the  application  of 
the  elementary  rule  that  a  special  and  particular  statutory 
provision  affording  a  remedy  for  particular  and  specific 
cases  is  not  repealed  by  a  general  law  unless  the  repeal  be 
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express  or  the  implicaticm  to  that  end  be  irresistible^  Petri 
V.  Credman  Lumber  Co.^  199  U.  S.  487,  497.  That  the  new 
District  Court  created  by  the  Judicial  Code  was  vested  with 
the  duty  of  hearing  and  disposing  of  the  cases  provided  for 
in  the  Expedition  Act  as  the  successor  of  the  formerly  ex- 
isting Circuit  Court,  as  we  have  already  stated,  is  un- 
doubted. The  mere  fact  that  the  Expedition  Act  in  terms 
refers  to  the  organization  of  a  Circuit  Court  would  be,  as 
a  general  rule,  under  the  circumstances,  of  no  importance, 
and  becomes  absolutely  without  significance  in  view  of  the 
express  provision  of  Chap.  XIII,  §  291,  of  the  Judicial 
Code,  saying: 

"Wherever,  In  any  law  not  embraced  within  this  act,  any  refer- 
ence is  made  to,  or  any  power  or  duty  is  conferred  or  imposed  upon, 
the  Circuit  Oourts,  sudi  reference  shall,  [425]  upon  the  taking 
effect  of  this  act,  be  deemed  and  held  to  refer  to,  and  to  confer  such 
power  and  impose  such  duty  upon,  the  District  Courts.** 

The  Expedition  Act  being  therefore  still  in  force  and  its 
provisions  being  applicable  to  the  District  Courts  which 
the  Judicial  Code  created,  we  tiiink  the  court  below  erred 
in  concluding  that  the  United  States  was  not  entitled  to  a 
District  Court  organized  in  the  mode  pointed  out  in  the 
Expedition  Act  unless  it  be,  as  stated  by  the  lower  court 
in  its  opinion,  the  subject  in  hand  was  of  such  a  diaracter 
as  not  to  be  within  the  scope  of  the  Expedition  Act.  Com- 
ing to  consider  that  question  without  going  into  any  elabo- 
ration, we  are  of  opinion  that  error  was  committed  in  so 
holding.  While  it  is  true  that  the  mandate  of  this  court 
gave  certain  specific  directions  as  to  the  scope  and  character 
of  the  decree  to  be  entered,  it  afforded  an  opportunity  to 
the  defendants  to  submit  a  plan  in  order  to  carry  out  the 
decree  and  gave  to  the  United  States  an  opportunity  to  be 
heard  in  opposition  to  that  plan,  and  left  to  the  court  a 
serious  and  important  duty  to  be  discharged  in  any  event 
and  especially  in  case  of  controversy  on  the  subject.  These 
considerations,  we  think,  brought  the  subject  within  the 
scope  of  the  Expedition  Act  and  justified  the  request  of  the 
United  States  that  the  case  be  considered  and  a  decree  en* 
tared  by  a  court  composed  as  provided  in  that  act. 

Writ  of  prohibition  to  issue. 
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UNITED  STATES  v.  TERMINAL  RAILROAD  ASSO- 
CIATION OF  ST.  LOUIS.* 

TERMINAL    RAILROAD    ASSOCIATION    OF    ST. 
LOUIS  V.  UNITED  STATES. 

EVENS  &  HOWARD  FIRE  BRICK  COMPANY, 
PETITIONER. 

AFF8AUI  rB03/t  THB  DISTRICT  COUBT  OF  THE  TTNITED  STATES  IX>R 
THE  EASTERN  DISTRIOT  OF  MISSOimi.  PETITION  FDR  lAATB  TO 
INTERVENE. 

Nos.  452, 572.~Orlginal.    Argued  October  20, 1914.    Petldon  submitted 
October  18,  1914.— Decided  February  28,  1915. 

[236  U.  S.,  194.] 

Even  though  persons  seeking  to  Intervene  on  the  settlement  of  a  decree 
were  not  parties  and  therefore  can  not  Intervene  In  the  court  below, 
they  may  be  entitled  to  be  heard  In  this  court  concerning  the  decree 
in  so  far  as  it  may  operate  prejudicially  to  their  rights.^ 

Where  both  parties  have  appealed,  one  from  the  decree  entered  on 
the  mandate  of  this  court  and  the  other  from  denial  of  a  motion  to 
[195]  modify  such  decree,  as  the  whole  decree  is  before  this  court 
the  dismissal  of  the  latter  appeal  would  not  limit  its  power  and 
duty  to  pass  on  the  questioQ  raised  by  it;  the  proper  practice  Is  to 
consolidate  the  appeals. 

The  decision  and  mandate  of  this  court  in  regard  to  a  combination 
declared  illegal  under  the  Anti-Trust  Act  should  not  be  interpreted 
as  safeguarding  one  public  interest  by  destrosring  another,  or  as 
maldng  the  movement  of  transportation  freer  in  some  channels  by 
obstructing  ito  flow  in  others. 

The  decision  of  this  court  in  224  U.  S.  888,  explained,  and  the  decree 
entered  by  the  court  below  on  the  mandate  modified  so  as  to  recog- 
nize the  right  of  the  Terminal  Ck)mpany  as  an  accessory  to  its 
strictly  terminal  business  to  carry  on  business  exduslvely  originat- 
ing on  its  lines,  exclusively  moving  thereon,  and  exiflusively  intended 
for  delivery  on  the  sama 

•  'For  prior  opinions  (148  Fed.  486)  see  vol.  3,  page  84;  (154  Fed. 
268)  see  vol.  8,  page  265;  (224  U.  S.  888)  see  ante,  page  473;  (197 
Fed.  446)  see  ante,  page  501 ;  (226  U.  S.  420)  see  ante,  page  607.  ■*-  ' 

»  Syllabos  copyrighted,  1910^  by  The  Banks  Iaw  PubUshliig  Oooh 
pany. 
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Tbe-  facts,  which  involve  the  construction  of  the  man- 
date and  decision  in  United  States  v.  St.  Louis  Terminal 
Association  as  reported  in  224  U.  S.  383,  and  the  effect  to 
be  given  to  such  mandate  and  the  further  directions  of 
this  court  in  regard  thereto,  are  stated  in  the  opinion. 

Mr.  Edward  C.  Crow  for  the  United  States. 

Mr.  H,  S.  Priest  and  Mr.  T.  M.  Pierce  for  St.  Louis 
Terminal. 

Mr.  George  M.  Blocks  with  whom  Mr.  John  F.  Lee  was 
on  the  brief,  for  intervenors. 

Mr.  Chief  Justice  Wnrni  delivered  the  opinion  of  the 
court 

This  case  was  decided  April  22,  1912  (224  U.  S.  383), 
and  the  question  now  is,  Was  due  effect  given  to  the  man- 
date of  this  court?  A  clear  understanding  will  come  by 
the  merest  outline  of  some  of  the  legal  proceedings  pre- 
ceding and  following  that  decision.  The  decree  which  was 
reversed  was  entered  by  a  circuit  court  composed  of  four 
judges,  in  accordance  with  the  Expedition  Act.  The  dr- 
[196]  cuit  courts  having  been  abolished  when  the  decision 
of  this  court  was  rendered,  the  mandate  was  directed  to 
the  appropriate  district  court.  There  the  United  States 
filed  the  mandate  and  asked  an  interlocutory  decree  giving 
the  time  fixed  by  this  court  to  take  the  steps  which  were 
decided  to  be  necessary  to  make  the  organization  of  the 
defendants  a  legal  one  under  the  Anti-Trust  Act.  The 
defendants  presented  a  statemast  of  what  was  proposed 
by  them  to  be  done  in  compliance  with  the  decree  of  this 
court  to  accomplish  the  result  stated,  and  over  some  ob- 
jection on  the  part  of  the  United  States  an  interlocutory 
decree  was  entered  which  in  many  respects  accepted  as 
sufficient  what  was  proposed  to  be  done  by  the  defendants. 
On  the  taking  of  those  steps  and  after  a  full  hearing  of 
the  parties  the  court  announced  its  purpose  to  enter  a 
final  decree  not  following  in  some  respects  a  proposed 
««26*--vol4— 17 88 
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form  of  final  decree  suggested  by  the  United  States.  There- 
upon the  United  States  by  petition  for  prohibition  filed 
in  this  court  asserted  the  entire  want  of  jurisdiction  in 
the  court  as  constituted  to  entertain  the  enforcement  of 
the  mandate,  as  that  could  only  be  done  by  a  court  com- 
posed like  the  one  which  had  rendered  the  judgment,  that 
is,  one  composed  under  the  Expedition  Act.  The  prohi- 
bition was  granted  (226  U.  S.  420),.  and  jurisdiction  to 
enforce  the  mandate  was  assumed  by  a  court  of  three  cir- 
cuit judges  sitting  in  the  district  court  in  pursuance  of  the 
Expedition  Act.  In  that  court  after  a  hearing  as  to  a 
proposed  interlocutory  decree  and  as  the  result  of  steps 
taken  by  the  defendants  to  comply  with  the  decision  of 
this  court  which  were  deemed  sufficient  for  that  purpose, 
a  final  decree  was  entered  on  March  2,  1914.  This  decree 
was  objected  to  by  the  United  States  because  of  the  in- 
sufficiency, at  least  in  form,  of  the  steps  taken  by  the  de- 
fendants for  the  purpose  of  complying  with  the  decree  of 
this  court  and  of  the  failure  by  the  court  below  to  insert 
in  the  decree  various  clauses  suggested  by  the  United 
[197]  States  and  which  it  was  insisted  were  necessary  to 
give  effect  to  the  mandate  of  this  court.  For  these  reasons 
the  United  States  on  March  27,  1914,  appealed,  and  sach 
appeal  is  now  before  us  and  constitutes  No.  452,  referred 
to  in  the  caption. 

The  day  after  this  appeal  (March  28)  the  defendants 
moved  to  modify  the  decree  by  striking  out  the  first  para- 
graph on  two  grounds:  First,  because  it  referred  to  the 
Terminal  Company  as  illegally  organized  in  violation  of 
the  Anti-Trust  Act,  although  under  the  supervision  and 
approval  of  the  court  such  steps  had  been  taken  as  were 
directed  by  this  court  to  remove  all  objection  to  the  organi- 
zation of  the  company.  Second,  because  the  restrictions 
imposed  on  the  business  which  the  Terminal  Company 
might  lawfully  do,  were  susceptible  of  being  construed  as 
forbidding  the  company  to  carry  on  as  anciUary  to  its 
strictly  terminal  work  a  transportation  business  originat- 
ing upon  one  part  of  its  line  and  destined  exclusively  to 
other  points  on  such  line.    And  the  necessity  of  not  pro- 
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hibitiug  the  ooitipany  from  doing  such  work,  the  petition 
to  modify  asserted,  was  shown  by  the  fact  that  ^^on  ac- 
count of  the  necessary  extent  of  its  tracks,  covering  an  area 
of  seventy-five  to  one  hundred  square  miles,  it  is  frequently 
called  upon  to  take  traffic  frcnn  one  point  on  its  line  to 
another  point  on  its  line,  completing  the  entire  movement 
on  its  own  tracks."  In  addition  the  petition  to  modify 
alleged  as  follows: 

''As  an  iUuBtratloii :  The  Terminal  Association  operates  in  the 
early  morning  and  late  In  the  afternoon  some  trains  to  transport 
laborers  engaged  in  industrial  factories  from  Granite  City»  Illinois, 
to  the  different  stations  on  its  line  in  St  Louis,  Missouri.  This  it  is 
prohibited  from  doing  under  the  decree. 

"Another  illustration :  Many  factories  are  located  upon  the  Termi- 
nal Association's  tracks  on  both  sides  of  the  Mississippi  Riyer. 
Under  this  order  the  defendant,  Ter-  [198]  mlnal  Association,  would 
be  restrained  from  accepting  either,  raw  material  or  finished  prod- 
ucts shipped  from  one  piuch  factory  to  aonther,  although  it  could, 
with  great  convenience  to  the  public,  render  such  service." 

At  about  the  same  date  petitions  to  be  allowed  to  inter- 
vene were  filed  on  behalf  of  the  Evens  &  Howard  Fire  Brick 
Company,  Union  Sand  &  Material  Company,  and  fifty-three 
others,  all  based  upon  the  ground  that  the  petitioners  would 
suffer  great  injury  by  the  serious  loss  occasioned  to  their 
business  or  the  destruction  thereof  which  would  arise  from 
forbidding  the  Terminal  Company  to  engage  in  transporta- 
tion moving  exclusively  from  one  point  on  its  line  to  another 
point  on  its  line.  Some  of  these  petitions  alleged  that  the 
raw  material  was  prepared  at  one  point  and  the  manu- 
factured product  made  by  using  the  raw  material  at  another, 
and  that  consequently  an  impossibility  of  continuing  busi- 
ness would  result  from  the  inability  to  transport  from  one 
place  to  another.  All  these  petitions  prayed  a  modification 
of  the  order  so  as  to  make  it  clear  that  it  did  not  forbid  the 
Terminal  Company  as  an  incident  to  its  purely  terminal 
bysiness  to  carry  on  the  business  in  question.  On  June  20 
the  petition  of  the  Terminal  Company  to  modify  and  the 
petitions  of  the  various  parties  to  be  allowed  to  intervene 
and  praying  a  modification  came  oii  for  hearing,  the  United 
States  opposing  the  allowance  of  all.  In  support  of  its 
petition  affidavits  were  filed  by  the  Terminal  Company  show- 
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ing  the  moTOmeiit  of  many  thousands  of  cars  annually  in 
the  business  referred  to  and  giving  the  names  of  very  many 
of  those  concerned  in  the  movement*  The  prayer  of  the 
Terminal  Company  for  a  modification  was  refused  without 
passing  on  its  merits,  the  court  expressly  holding  that  it  had 
no  jurisdiction  to  do  so,  as  the  previous  appeal  taken  by  the 
United  States  from  the  final  decree  had'  transferred  the  case 
to  this  court.  The  petitions  of  intervention  of  the  other 
parties  over  the  objection  of  the  United  States  [199]  were 
permitted  to  be  filed,  but  after  filing,  the  prayer  to  modify 
was  also  in  each  of  said  cases  denied  on  the  ground  that  tiie 
court  was  without  jurisdiction  because  of  the  appeal  taken 
by  the  United  States.  From  this  decree  all  the  defendants 
to  the  original  suit  appealed,  and  the  record  referred  to  in 
the  caption  as  No.  572  is  the  one  embracing  such  appeal. 

In  this  court  the  Evans  &  Howard  Fire  Brick  Com- 
pany and  the  Union  Sand  &  Material  Company  have  filed 
a  petition  praying  leave  to  be  allowed  here  to  intervene 
to  ask  a  modification  of  the  decree  so  as  to  make  it  clear 
that  it  does  not  forbid  the  Terminal  Company  from  en- 
gaging as  an  incident  to  its  terminal  business  in  trans- 
portation movements  beginning  and  terminating  exclu- 
sively on  its  own  lines,  the  prayer  being  supported  by 
statements  concerning  the  situation  and  the  alleged  injury 
which  would  be  suffered  by  prohibiting  such  business  as 
set  out  in  the  petitions  to  intervene  and  modify  filed  in  the 
court  below. 

The  challenge  by  the  United  States  of  the  right  to  hear 
the  intervening  petitioners  is  without  merit,  since,  even 
although  the  petitioners  were  not  parties,  they  are  entitled 
to  be  originally  heard  concerning  the  settlement  of  the 
decree  in  so  far  as  it  might  operate  prejudicially  to  their 
rights. 

A  motion  made  by  the  United  States  to  dismiss  the  ap- 
peal taken  by  the  defendants  in  No.  572  is  also  without 
merit.  The  duty  of  the  court  below  was  but  to  execute 
the  mandate  of  this  court,  and  every  controversy  between 
the  parties  concerning  the  discharge  by  the  court  below  of 
its  duty  was  open  for  this  court  to  examine  either  originally. 
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if  essential,  or  as  the  resiilt  of  an  appeal  by  one  of  the 
parties,  or  by  way  of  assertions  of  right  made  by  the  other 
party  as  an  appellee  even  in  the  absence  of  a  cross  appeal — 
a  result  inevitably  arising  from  the  fact  that  both  parties, 
so  far  as  the  settlement  of  the  decree  [200]  of  this  court 
was  concerned,  were  in  this  court  and  endowed  with  the 
capacity  to  invoke  its  action  for  the  proper  shaping  and 
execution  of  the  decree,  either  by  original  proceeding  or  in 
any  other  appropriate  form.  Perkim  v.  Faumiquetj  14 
How.  828;  Be  Senford  Fork  dk  Tool  Co^  160  U.  S.  247; 
In  re  Potts^  166  U.  S.  263.  As  under  these  conditions  the 
dismissal  of  the  appeal  would  in  no  way  limit  the  power 
and  duty  to  pass  upon  the  questions  raised  on  the  appeal, 
we  think  the  motion  to  dismiss  ought  not  to  prevail,  and 
that  the  better  practice  is  to  consolidate  the  appeal  of 
the  defendants  in  No.  672  with  the  appeal  taken  by  the 
United  States  in  No.  452  and  treat  the  cases  as  one  for  the 
purposes  of  settling  the  questions  raised  by  both  parties. 
In  doing  this  we  shall  also  dispose  of  the  contentions  aris- 
ing on  the  petition  of  intervention,  since  the  right  to 
modify  the  decree  which  the  intervenors  assert  is  precisely 
coterminous  with  the  claim  made  by  the  defendants  to 
modify.  In  saying  this  we  do  not  overlook  a  contention 
of  the  defendants  with  which  the  intervenors  are  not  con- 
cerned as  to  error  committed  in  qualifying  the  defendants 
as  an  illegal  combination,  althou^  by  complying  with  the 
requirements  exacted  by  the  decision  of  this  court  they 
were  no  longer  subject  to  be  so  qualified.  But  we  treat 
that  subject  as  not  in  controversy,  because  we  are  of  the 
opinion  that  the  contention  concerning  it  rests  upon  a 
wholly  unwarranted  criticism  of  a  mere  form  of  expres- 
sion in  the  decree,  unwarranted  because  on  its  face  the 
decree  unmistakably  demonstrates  the  contention  to  be  abso- 
lutely devoid  of  all  merit. 

The  errors  of  which  the  United  States  complains  are 
stated  in  ten  propositions,  but  if  consideration  of  the  sub- 
ject embraced  in  the  ninth  be  postponed  to  be  disposed  of 
in  connection  with  the  complaint  of  the  defendants  as  to 
the  right  to  a  modification  of  the  first  paragraph  of  the 
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decree  becftuse  of  the  inflaenoe  whieh  the  reasoning  sp- 
plicable  to  the  one  will  have  on  the  other,  we  think  every 
[801]  possible  contention  embraced  in  the  assignments  may 
be  briefly  disposed  of  by  a  few  general  considerations  com- 
mon to  them  all. . 

To  afford  an  opportunity  for  the  making  of  the  necessary 
agreements  and  contracts  caring  the  vices  which  the 
decisions  of  this  court  found  to  exist  in  the  organization 
of  the  Terminal  Company  and  to  the  end  that  when  so 
made  clean  the  company  might  continue  its  existence  and 
operations  subject  to  the  safeguards  provided  in  the  opin- 
ion of  this  court,  it  was  commanded  by  the  mandate  that 
the  case  be  ^^  remanded  to  the  District  Court,  with  direc- 
tions that  a  decree  be  there  entered  directing  the  parties 
to  submit  to  the  court,  within  ninety  days  after  receipt  of 
mandate,  a  plan  for  the  reorganization  of  the  contract  be- 
tween the  fourteen  defendant  railroad  companies  and  the 
Terminal  Company,  which  we  have  pointed  out  as  bring- 
ing the  combination  witiiin  the  inhibition  of  the  statute''; 
this  being  followed  by  a  statement  of  what  was  required 
embraced  under  seven  general  headings  which  are  in  the 
margin,*  followed  by  the  direction  that  ^  Upon  [802]  f ail- 

•  "  First  By  proYiding  for  the  admission  of  any  existing  or  future 
railroad  to  Joint  ownership  and  control  of  the  combined  terminal  prop- 
erties, upon  such  Just  and  reasonable  terms  as  shaU  place  such  apply- 
ing company  upon  a  plane  of  equality  in  respect  of  benefits  and  bur- 
dens with  the  present  proprietary  companies. 

"  Second.  Such  plan  of  reorganization  must  also  provide  definitely 
for  the  use  of  the  terminal  facilities  by  any  other  railroad  not  electing 
to  become  a  Joint  owner,  upon  such  Just  and  reasonable  terms  and 
regulations  as  will,  in  respect  of  use,  character,  and  cost  of  service, 
place  every  such  company  upon  as  nearly  an  equal  plane  as  may  be 
with  respect  to  expenses  and  charges  as  that  occupied  by  the  pro- 
prietary companies. 

"Third.  By  eliminating  ftom  the  present  agreement  between  the 
Terminal  Company  and  the  proprietary  companies  any  provision 
which  restricts  any  such  company  to  tiie  use  of  the  fadliti^  of  the 
fDermtnal  Company. 

"Fourth.  By  providing  for  the  complete  abolition  of  the  existing 
practice  of  bUUng  to  Bast  St  Louis,  or  ottiepr  Junction  points,  and 
then  rebilling  traflic  destined  to  St  Louis,  or  to  polntp  beyond. 

'*  Fifth.  By  providing  for  the  abolition  of  any  special  or  so-called 
arbitrary  diarge  for  the  use  of  the  terminal  fttdlities  in  respect  of 
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me  of  the  partieB  to  oome  to  an  agreement  which  is  in  sub- 
stantial accord  with  this  opinion  and  decree,  the  court  will, 
after  hearing  the  parties  *  *  *"  dissolve  the  combina- 
tion. The  contention  of  the  United  States,  which  is  f  mida- 
mental  in  the  sense  that  it  is  involved  in  or  at  least  gives 
color  to  all  the  propositions  insisted  upon,  is  that  the  court 
below  should  have  directly  proceeded  to  apply  the  sanction 
stated  in  the  mandate  in  disregard  of  all  its  other  direc- 
tions because  the  combination  had  so  failed  to  comply  with 
such  other  requirements  as  not  to  be  entitled  to  the  benefits 
which  would  have  arisen  from  complying  with  them  and 
therefore  had  subjected  itself  to  immediate  dissolution  as 
an  illegal  combinati<HL  The  premise  is  that  the  word  ^^  par- 
ties ''  in  the  mandate  embraced  not  solely  the  parties  to  the 
combination  but  the  parties  to  the  suit  and  therefore  in- 
diuded  the  United  States.  From  this  the  argument  pro- 
ceeds that  as  below  neither  for  the  purposes  of  the  ijcuter- 
locutory  decree  nor  in  any  other  step  was  the  United  States 
invited  to  become  [808]  one  of  the  parties  entering  into 
contracts  or  agreements  for  the  purpose  of  curing  the  de- 
fects, therefore  there  was  a  disregard  of  the  condition 
precedent  to  the  right  to  remove  the  defects,  and  the  duty 
to  apply  the  penalty  of  dissolution  automatically  arose. 
But  tiiis  argument  even  upon  the  assumption  of  ambiguity 
in  the  text  assumes  that  this  court  recognized  that  there 

traffic  originating  within  the  so-called  one  hundred  mile  area  that 
is  not  eqnaUy  and  in  Uke  manner  applied  in  respect  of  aU  other  traffic 
of  a  like  character  originating  outside  of  that  area. 

"Sixth.  By  providing  that  any  disagreement  between  any  com- 
pany applying  to  become  a  Joint  owner  or  user  as  herein  provided  for 
and  the  Terminal  or  proprietary  companies  which  shall  arise  after 
a  final  decree  in  this  cause,  may  be  submitted  to  the  District  Oourt, 
apon  a  petition  filed  in  this  cause,  subject  to  review  by  appeal  in  ttie 
usual  manner. 

"  Seventh.  To  avoid  any  possible  misapprehension,  the  decree  should 
also  contain  a  provision  that  nothing  therein  shall  be  tAken  to  afliect 
In  any  wise  or  at  any  time  the  power  of  the  Interstate  Oommerce  Oom- 
misslon  over  the  rates  to  be  charged  by  the  Tecminal  Oompany,  or  ttte 
mode  of  billing  traific  passing  ova*  its  lines,  or  Uie  establishing  of 
Joint  throuffh  rates  or  routes  over  its  lines,  or  any  other  power  con- 
ferred by  law  upon  such  commission.** 
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was  a  right  to  cure  the  defects  but  deprii^  of  ill  power 
to  do  so  by  subjecting  the  exercise  of  the  right  to  a  condi- 
tion wholly  beyond  the  will  of  the  parties  to  the  combina- 
tion. There  is,  however,  not  <he  slightest  ambiguity  in 
the  mandate  giving  support  to  the  consequences  deduced 
from  it,  as  the  parties  referred  to  plainly  embrace  only  the 
parties  to  the  agreement  from  which  the  combination  re- 
sulted and  directed  them  to  become  parties  to  the  new 
agreement  required  to  make  the  combination  legal  by  re- 
moving die  illegal  clauses.  That  this  was  the  purpose  of 
the  decision  so  plainly  results  from  the  opiniim  and  man- 
date as  to  leave  no  room  for  dispute  to  the  contrary.  But 
if  there  were  any  opening  for  controversy,  the  meaning  of 
the  mandate  has  been  previously  so  explicitly  pointed  out 
in  this  case  as  to  conclude  the  question.  Thus  in  passing 
upon  the  application  for  prohibition  made  by  the  United 
l^tes  to  restrain  ihe  conduct  of  the  proceedings  to  enforce 
the  mandate  in  a  district  court  presided  over  by  a  district 
judge  the  nature  of  the  duty  involved  in  enforcing  the  man- 
date arose  for  decision,  and  it  was  said: 

"While  it  is  true  that  the  mandate  of  this  court  gave  certain 
specific  directions  as  to  the  scope  and  character  of  the  decree  to  be 
entered,  if  alTerded  an  opportunity  to  the  defendants  to  submit  a 
plan  in  order  to  carry  oot  the  decree  and  gave  to  the  United  States 
an  opportunity  to  be  heard  in  opposition  to  that  plan,  and  left  to 
the  court  a  serious  and  important  duty  to  be  discharged  in  any 
erent,  and  especially  in  case  of  controversy  on  the  subject"  -  (226 
U.  S.,  Mupra,  p.  426.) 

[204]  The  want  of  foundation  for  the  proposition  relied 
upon  disposes  of  all  the  assigned  errors  except  the  one  the 
consideration  of  which  we  previously  postponed  because 
they  all  in  a  greater  or  less  degree  depend  upon  such  propo- 
sition, and  to  the  extent  that  they  do  not,  they  are  de- 
void of  all  merit  for  the  following  reasons:  (a)  Because 
the  interlocutory  decree  was  in  strict  compliance  with  the 
mandate;  (b)  because  the  contracts  and  agreements  exe- 
cuted by  the  parties  to  remove  the  causes  of  illegality  and 
which  were  approved  by  the  court  were  adequate  for  that 
purpose;  (c)  because  when  the  conception  that  the  Govern- 
ment was  a  party  upon  whom  rested  the  responsibility  of 
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agreeing  to  contracts  modifying  the  terms  of  tiie  combina- 
tion is  put  out  of  view,  we  are  of  opinion  there  is  no  merit 
in  the  contention  that  certain  forms  of  proposed  contracts 
submitted  for  approval  by  the  Government  should  have 
been  sanctioned  by  the  court,  as  such  contracts  were 
wholly  unnecessary  in  view  of  the  sufficiency  of  those  exe- 
cuted by  the  parties  and  which  were  approved;  (d)  be- 
cause after  a  careful  scrutiny  of  the  record  we  are  of  the 
opinion  that  in  every  material  step  taken  by  the  court  below 
concerning  both  the  interlocutory  and  final  decree  ample 
opportunity  was  afforded  to  all  the  parties  to  be  heard, 
careful  consideration  was  evidently  given  to  the  matters 
to  be  decided,  and  a  full  compliance  both  in  form  and 
substance  with  the  mandate  resulted  from  the  final  decree 
unless  error  inheres  in  the  two  propositions,  urged,  one  by 
the  defendants  and  the  other  by  the  United  States,  which 
we  now  come  to  dispose  of. 

It  may  not  be  disputed  that  the  clause  of  the  first  para- 
graph of  the  decree  which  is  in  the  margin  •  pointing 
[206]  out  the  character  of  the  business  which  the  Terminal 

•  "  1.  The  Terminal  Railroad  Association  of  St  Louis  is  an  unlawful 
combination  contrary  to  the  Anti-Trust  Act  of  July  2,  1890  (26  Stat 
209),  when  it  and  the  various  bridge  and  terminal  companies  compos- 
ing it  are  operated  as  railroad  transportation  companies.  The  com- 
bination may,  however,  exist  and  contione  as  a  lawful  nniflcation  of 
terminal  f aciUtles  upon  abandoning  all  operating  methods  and  charges 
as  and  for  nUlroad  transportation  and  confining  itself  to  the  trans- 
action of  a  terminal  business,  such  as  supplying  and  operating  facili- 
ties for  the  interchange  of  trafDc  between  railroads  and  to  assist  in 
the  collecting  and  distributing  of  traffic  for  the  carrier  companies, 
switching,  storage,  and  the  like,  and  modifying  its  contracts  as  herein 
specified. 

"An  election  having  been  made  to  continue  the  combination  for 
tjerminal  purposes,  the  defendants  are  therefore  perpetually  enjoined 
from  in  any  wise  managing  or  conducting  the  said  Terminal  Rail- 
road Association  or  any  of  its  constituent  companies  and  from  oper- 
ating any  of  the  properties  belonging  to  it  or  its  constituents  other- 
wise Hian  as  terminal  facilities  for  the  railroad  companies  using  the 
same,  and  firom  making  chacsas  otherwise  than  for  and  according  to 
tiie  natiure  of  the  serrices  so  lawfully  authorised  to  be  rendered." 
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CooaLpany  i^  reorganized  was  authorized  to  pursue  is  sus- 
ceptible of  the  construction  that  the  right  was  excluded  to 
do  anything  but  a  terminal  business  in  the  narrow  sense 
and  therefore  did  not  permit  the  company  to  carry  on  as 
ancillary  to  its  terminal  business  a  transportation  business 
even  although  originating  and  terminating  on  its  lines. 
This  being  true/we  are  of  opinion,  despite  the  contentions 
of  the  United  States  to  the  contrary,  that  the  provision  in 
the  decree  on  that  subject  did  not  give  proper  effect  to  the 
mandate  of  this  court  and  should  be  qualified  so  as  to  recog- 
nize the  right  to  do  in  connection  with  the  terminal  busi- 
ness proper  such  transportation  business  as  originates  and 
terminates  on  the  lines  of  the  Terminal  Company  for  the 
following  reasons:  Because  not  to  so  decide  would  lead  in- 
evitably to  the  conclusion  that  the  decision  of  this  court 
o<mtemplated  safeguarding  one  public  interest  by  destroy- 
ing another  and  in  effect  proposed  mftlpiig  the  movement 
of  tranq>ortation  freer  in  some  channels  by  absolutely  ob- 
structing all  possibility  of  its  flow  in  others ;  and  moreover 
because  it  assumes  that  the  decision  proposed  to  cure  the 
defects  in  the  organization  of  the  combination  which  caused 
it  to  be  in  conflict  with  [206]  the  Anti-Trust  Act  by  com- 
manding the  abstention  from  the  prosecution  of  business 
which  otherwise  under  the  law  there  would  have  been  a 
duty  to  carry  on,  thus  virtually  seeking  to  remove  one  cause 
of  illegality  in  a  combination  by  substituting  another.  The 
contention  that  the  Terminal  Company  and  the  combina- 
tion which  it  embodied  was  not  dissolved  and  was  per- 
mitted to  continue  in  business  solely  because  if  allowed  to 
continue  it  would  be  obliged  to  confine  itself  to  terminal 
business  in  the  strict  sense  and  therefore  should  not  be  per- 
mitted to  now  do  other  than  purely  terminal  work  rests 
upon  a  misapprehension  of  the  conditions.  The  suit  to  dis- 
solve was  largely  defended  upon  the  ground  that  the  com- 
bination was  formed  for  terminal  purposes  and  that  to 
combine  for  the  purpose  of  obtaining  facilities  of  that  char- 
acter was  not  in  conflict  with  the  Anti*Trust  Act  In  dis- 
posing of  the  case  the  correctness  of  this  ccmtention  in  tilie 
abstract  was  ccmceded  but  as  it  was  found  that  the  geo- 
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graphical  situation,  the  area  over  which  the  Terminal  Com- 
pany operated  and  the  bosiBess  which  it  carried  on,  in  other 
words  its  general  environment,  took  it  out  of  the  conceded 
abstract  general  rule,  it  was  decided  that  the  combination 
if  it  wished  to  continue  in  business  must  execute  certain 
agreements  for  the  benefit  of  the  public  modifying  the 
terms  under  which  it  was  organized.  The  proposition 
theref  (»re  now  is  that  although  the  duty  to  execute  agree- 
ments arose  and  its  performance  was  ccMnpelled  because  the 
Terminal  Company  was  not  to  be  dealt  with  in  the  light, 
abstractly  speaking,  of  a  strictly  tenninal  organization, 
nevertheless  upon  the  execution  of  the  agreements  its  rights 
are  to^be  measured  upon  the  contrary  assumption.  As  these 
conaideratjons  in  our  opinion  demonstrate  that  the  decree 
should  be  modified  by  permitting  the  carrying  on  by  the 
company  as  incidental  to  its  terminal  business  of  a  trans- 
portation business  originating  exclusively  on  its  own  line 
nioving  thereon  and  terminating  [207]  thereon,  a  direc- 
tion to  modify  the  decree  in  that  respect  must  necessarily 
follow. 

The  subject  of  the  ninth  assignment  of  errors,  upon  which 
the  United  States  most  relies,  relates  to  ihe  fifth  clause  in  the 
mandate  containing  a  direction  for  the  ^^  abolition  of  any 
special  or  so-called  arbitrary  charge  for  the  use  of  the  ter- 
minal facilities  in  respect  of  traffic  originating  within  the 
so-called  100-mile  area,  that  is  not  equally  and  in  like  man- 
ner applied  in  respect  of  all  other  traffic  of  a  like  character 
originating  outside  of  that  area." 

As  the  court  below  on  this  subject  did  nothing  more  than 
embody  in  its  decree  the  provision  of  the  mandate,  the  con- 
tention is  that  error  was  committed  because  the  decree  failed 
to  expound  the  language  of  the  mandate.  Indeed  in  the 
argument  it  was  insisted  that  to  properly  give  effect  to  the 
mandate  there  should  have  been  inserted  in  the  decree  an 
express  provision  absolutely  controlling  or  regulating  for 
the  future  charges  which  the  Terminal  Company  might 
make.  But  to  have  given  effect  to  this  view  would  have 
caused  the  decree  to  be  plainly  repugnant  to  the  provisions 
of  the  act  to  regulate  commerce  and  contrary  to  the  exercise 
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by  the  State  authorities  of  thieir  power  over  charges  of  the 
Terminal  Company  in  so  far  as  the  jurisdiction  of  such 
authorities  may  have  extended.  The  flagrant  repugnancy 
to  the  act  to  regulate  commerce  which  would  have  resulted 
if  the  decree  as  asked  had  been  granted  will  become  more 
manifest  when  it  is  considered  that  the  insistence  was,  as 
pointed  out  by  the  court  below  in  its  opinion,  that  there 
should  have  been  a  provision  in  substance  so  fixing  and  per- 
petuating for  the  future  rates  on  traffic  coming  into  East 
St.  Louis  from  the  zone  mentioned  in  the  mandate  as  to  com- 
pel the  commodities  transported  to  East  St.  Louis  to  be 
carried  from  there  across  the  river  to  their  point  of  destina- 
tion in  St.  Louis  without  any  transportation  charge  what- 
ever-^a  direction  which  it  is  apparent  would  haye  [808]  in- 
volved, if  given,  a  disregard  not  only  of  all  the  regulations 
concerning  rates  establidied  xmder  the  act  to  regulate  com- 
merce, but  also,  it  may  be,  the  prohibitions  of  that  act  con- 
eemifig  preference  and  discrimination;  This  condition  is 
not  escaped  by  the  suggestion  that  such  limitations  if  im- 
posed would  not  have  been  in  substance  repugnant  to  the 
act  to  regulate  commerce  since,  as  the  rate  from  which  the 
repugnancy  would  arise  would  only  apply  to  business  done 
by  the  combination,  and  ai^  the  combination  would  have  to 
be  dissolved  because  of  the  repugnancy,  therefore  the  re- 
pugnancy would  cease  to  exist  from  the  very  fact  that  it 
arose.  But  this  argument  only  restates  the  contention  con- 
cemii^  another  aspect  of  the  case  which  we  have  previously 
disposed  of  and  serves  to  emphasize  the  view  that  it  is  im- 
possible to  conceive  that  the  decision  of  this  court  recognized 
the  right  of  the  Terminal  Company  to  continue  to  exi^  pro- 
vided certain  features  in  its  organization  which  were  in  con- 
flict with  the  Anti-Trust  Act  were  removed,  and  yet  at  the 
same  time  provided  that  when  such  features  were  removed 
the  right  to  continue  should  be  lost  by  the  fact  of  its  exercise. 
The  particular  expression  of  disapproval  of  ihe  form  of 
rate  stated  in  the  clause  relied  upon  could  only  have  been 
based  upon  one  of  two  conceptions:  First,  the  intention  if 
such  a  charge  was  attempted  to  be  exacted  under  tiie  future 
operation  of  the  company  which  was  permitted,  to  lay  down 
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a  rule'f  oiindding  such  a  diarge  in  the  future  by  the  Temunal 
Company  and  thereby  expressing  an  opinion  up(m  and  con- 
trolling a  subject  plainly  beyond  the  primary  sphere  of  the 
judical  power  and  exclusiyely  within  the  originaJ  cognizance 
of  the  Interstate  CoDOLmerce  Commission  under  the  terms  of 
the  act  to  regulate  commerce;  or  second,  as  there  was  oon- 
tenticm  in  the  record  as  to  whether  such  a  form  of  rate  was 
charged,  and  if  it  was,  as  to  its  legality,  the  expressions  on 
that  subject  were  used  only  to  exclude  all  inference  that  the 
[809]  judicial  recognition  of  the  right  of  the  Terminal  Com- 
pany to  o(mtinue  in  business  on  compliance  with  exactions 
which  were  required  carried  with  it  an  implication  of  ap- 
proval also  to  continue  to  exact  the  rate  in  question  if  it 
was  being  exacted,  thus  excluding  all  room  for  the  contention 
that  the  provisions  of  the  act  to  regulate  commerce  were  in 
any  way  interfered  with.  That  the  expressions  relied  upon 
did  not  have  the  first  meaning  and  therefore  solely  had  the  . 
second,  so  clearly  results  from  the  context  of  the  mandate; 
that  is,  from  its  seventh  paragraph,  as  to  need  no  further 
consideration  of  the  subject    The  clause  is  as  follows : 

"Seventh.  To  avoid  any  possible  misappretiension,  the  decree 
should  also  contain  a  provision  that  nothing  therein  shall  be  taken 
to  affect  in  any  wise  or  at  any  time  the  power  of  the  Interstate  Com- 
merce Commission  over  the  rates  to  be  charged  by  the  terminal  com- 
pany, or  the  mode  of  billing  traffic  passing  over  Its  lines,  or  the 
estabUshlng  of  joint  through  rates  or  routes  over  its  lines,  or  any 
other  power  conferred  by  law  upon  such  commission**' 

Comprehensively  considering  and  once  again  weighing 
all  the  contenti<ms  pressed  upon  us  by  the  United  States, 
we  are  of  the  opinion  they  all  in  last  analysis  rest  upon  the 
following  contradictory  assumptions:  (a)  That  the  de- 
cision of  this  court  destroyed  one  set  of  public  rights  upon 
the  theory  of  protecting  another  set;  (b)  that  it  proposed 
to  correct  an  abuse  of  one  statute  by  conferring  authority 
to  violate  another;  (c)  that  while  exerting  the  authority 
of  enforcing  one  statute  the  power  was  assumed  of  setting 
aside  the  provisions  of  another  statute.  On  the  contrary, 
when  the  confusion  upon  which  these  views  rest  is  disre- 
garded, we  are  of  the  opinion  that  the  decision  involved  none 
of  these  contrarieties  or  conflicts,  since  in  the  public  interest 
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and  to  open  wide  the  avenues  of  eotnmeroe  and  make  them 
free  to  the  enjoyment  of  all  it  oommanded  the  correction  of 
conditions  impeding  that  result  and  [210]  which  were  in 
conflict  with  the  Anti-Trust  Act,  thus  bringing  the  assailed 
combination  under  the  law  of  the  land  and  leaving  it  to  be 
controlled  by  such  law. 

It  follows  firom  what  we  have  said  that  the  decree  below 
giving  effect  to  the  mandate  of  this  court  will  be  modified 
so  as  to  recognize  the  right  of  the  Terminal  Company  as 
an  accessory  to  its  strictly  terminal  business  to  carry  on 
transportation  as  to  business  exclusively  originating  on  its 
lines,  exclusively  moving  thereon  and  exclusively  intended 
for  delivery  on  the  same,  and  in  other  req)ects  the  decree 
will  be  affinned. 

Modified  and  aflirmed. 

Mr.  Justice  Holmes  uid  Mr.  Justice  McBbykouds  took  no 
part  in  the  decision  of  this  case. 


STBOUT  V.  UNITED  SHOE  MACHINEEY  CO. 
ET  AL.« 

(District  Court,  D.  Massachusetts.    March  30,  1912.) 

[195  Fed.  Rep.p  318.] 

Monopolies  (I  28) — ^Actions  fob  Damages  by  Combinations — 
PcxADiNOB — SxTFKiciENCT. — ^A  declaration,  which  alleges  that  de- 
fendant corporation  was  formed  to  sappress  competition  in  shoe 
machinery,  that,  in  pursuance  of  the  plan,  it  and  its  officers,  co- 
defendants,  acted  in  combination  and  conspiracy  in  restraint  of 
plaintiffs  trade;  that  the  trade  to  be  restrained  was  interstate; 
that  enumerated  things  were  done  by  the  corporation  and  its  officers 
to  attain  such  restraint  of  plaintiffs  trade;  that  thereby  competi- 
tion was  destroyed  and  the  monopoly  of  the  corporation  sustained ; 
and  that  plalntifTs  pr(^>erty  and  business  were  Injured  thereby, 
states  a  cause  of  action  under  Sherman  Anti-Trust  Act  (act  Cong. 
July  2, 1890,  c.  647,  I  7,  26  Stat,  210  [U.  S.  Comp.  St,  1901,  p.  3203] ), 
authorizing  any  person  injured  in  his  business  or  property  by  any 


•For  later  opinions  (202  Fed.  602),  see  fio$t,  page  540;  (208  Fed., 
646),  see  poH,  page  544. 
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person  or  corporation,  by  reason  of  anything  forbidden  in  tbe  act, 
to  sue  therefor  in  the  Federal  Oircolt  Court  in  the  district  in  which 
defendant  resides  or  is  found.* 

[Ed.  Note.— For  other  cases,  see  Monopolitti,  Oent  Dig.  f  18; 
Dec.  Dig.,  S  28.] 

Pleading  ( §17)  —  Jubisbiction  —  Fbdebal  Ooitbts  —  Plbadutqb. — 
Where  the  question  relates  to  the  Jurisdiction  of  Federal  courts 
under  a  Federal  statute,  the  ayerments  of  the  pleadings  purporting 
to  give  Jurisdiction  must  be  positive,  and  argumentative  Inferences 
are  insuflScient 

[Ed.  Note.— For  other  cases,  see  Pleading,  Gent.  Dig.,  If  88,  41, 
350;  Dec.  Dig..  117.] 

MoKOPouEs  (S  28)— Oivn.  AonoRs— Statiteis.— The  remedy  given 
by  the  Sherman  Anti-Trust  Act  (act  Gong.  July  2,  1890,  c  847, 
S  7,  26  Stat,  210  [U.  S.  Ck)mp.  St,  1901,  p.  3202]),  authorizing  an 
action  for  threefold  damages,  sustained  by  any  person  Injured  in 
consequence  of  any  act  forbidden  or  declared  to  be  unlawful  by  the 
act,  is  a  civil  remedy  for  private  injury,  compensatory  In  its  pur- 
pose and  effect,  and  the  threefold  damages  recoverable  are  exem- 
plary damages. 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Oent  Dig.,  I  18; 
Dec.  Dig.  S  28.] 

[8141  Ck>UBTS  (f  284) — Right  to  Sits— Jubisoiction.- A  mere  chan- 
cery receiver,  having  no  title  to  the  assets  or  to  the  claim  sued  on, 
cannot  maintain  an  action  in  the  Federal  courts  in  a  Jurisdlctloa 
other  than  that  in  which  he  was  appointed. 

[Ed.  Note.— For  other  cases,  see  Courts,  Oent.  Dig.  I  801;  Dec. 
Dig.  I  284.] 

Actions  by  or  against  receivers  of  Federal  courts,  see  note  to 
J.  L  Oase  Plow  Works  v.  Finks.  26  0.  0.  A.  49.] 

OospoBATioNS  (I  560) — Right  to  Sue — JuaisDicnoxf. — ^A  receiver  of 
a  corporation  who  is  a  successor  in  title  of  the  corporation  may 
sue  in  a  foreign  Jurisdiction. 

[Ed.  Note. — ^For  other  cases,  see  Corporations,  Oent  Dig.  SI  2293- 
2260,  2262;  Dec.  Dig.  S  560.] 

OoRPOBATiONS  (I  560) — ^Tbustees  on  DissoLinioN — ^PowEBS. — ^A  trus- 
tee of  a  Maine  corporation,  appointed  in  proceedings  for  the  disso- 
lution of  the  corporation  under  Rev.  St.  Me.  c.  47,  i%  77-81,  89, 
providing  for  the  dissolution  of  corporations  and  the  i^ipointment 
of  trustees,  is  vested  by  operation  of  law  with  the  title  of  the 
dissolved  corporation,  and  he  lias  capacity  to  sue  in  a  foreign  - 
Jurisdiction* 

[Ed.  Note. — ^For  other  cases,  see  Corporations,  Oent  Dig.  SS  2253- 
2260,  22^;  Dec.  Dig.  S  560.] 


•SyUabus  copyrighted,  1912,  by  West  Publishing  Company. 
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GOKPOBATIOHB     (I     600) — DISSOLUTION — ^TBUBTEES — POWEB    TO    SXTE. — 

Tlie  powi»  of  a  trustee  of  a  Maine  corporation,  appointed  under 
Rev.  St.  Me.  c  47,  SS  77-81,  89,  in  proceedings  for  the  dissolution 
of  the  corporation,  is  not  affected  by  the  provision  giving  dissolved 
corporations  existence  for  three  years  to  prosecute  and  defend 
suits,  and  he  may  prosecute  suits  after  the  expiration  of  the  three 
years. 

[Bd.  Note.— For  other  cases,  see  (Corporations,  Gent.  Dig.  IS  2253- 
2260,  2262;  Dec  Dig.  S  560.] 

At  Law.  Action  by  Charles  A.  Strout,  trustee  of  the 
Goddu  Sons  Metal  Fastening  Company,  against  the  United 
Shoe  Machinery  Company  and  others.  Motion,  to  dismiss 
denied,  and  plea  in  abatement  overruled. 

Whipple^  Sears  <&  Ogden  and  Dwibar  <b  Raokemann^  for 
plaintiff. 

CooUdge  dk  Eighty  TT.  H.  Coolidge^  and  G.  A.  Highij 
specially,  for  defendants. 

HAiiE,  District  Judge.  This  case  now  comes  before  the 
court  upon  the  United  Shoe  Machinery  Company's  motion 
to  dismiss,  because  it  appears  upon  the  face  of  the  record 
that  the  court  has  no  jurisdiction ^  aad  upon  the  plea  in 
abatement  of  all  the  defendants,  raising  the  contention  that 
the  plaintiff  is  without  capacity  to  sue  in  this  jurisdiction. 

[1]  1.  In  the  motion  to  dismiss,  the  United  Shoe  Ma- 
chinery Company  urges  that  the  court  has  no  jurisdiction 
of  the  case,  for  the  reason,  appearing  upon  the  face  of  the 
record,  that  the  plaintiff  is  a  citizen  of  the  State  of  Maine, 
and  the  United  Shoe  Machinery  Company,  defendant,  is  a 
corporation  organized  and  existing  under  the  laws  of  the 
State  of  New  Jersey ;  and  neither  the  plaintiff  nor  defendant 
is  a  citizen  of  the  State  of  Massachusetts. 

The  writ  shows  that  the  plaintiff  is  ^^  Charles  A.  Strout, 
as  he  is  the  duly  appointed  trustee  of  the  Goddu  Sons 
Metal  Fastening  Company,  [816]  and  a  citizen  of  the  State 
of  Maine."  The  defendants  are  described  in  the  writ  as 
follows: 

"United  Shoe  Machinery  Company,  a  corporation  duly  organised 
under  the  laws  of  the  Stote  of  Kew  Jersey,  and  a  citizen  of  the  State 
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of  New  Jersey,  having  aa  office  and  ils  principal  place  of  tairiiieaa  ii 
Boston,  in  the  Ck)nunonwealth  of  Massachuaetts,  and  found  in  the 
district  of  Massachusetts. 

**  Sidney  W.  Winslow,  of  Orleans,  in  the  county  of  Barnstable, 
Commonwealth  of  Massachusetts. 

"  George  W.  Brown  and  Edward  P.  Hurd,  both  of  Nowton,  in  the 
ooonty  of  Middlesex,  Commonwealth  of  Massachusetts. 

"Said  Winslow,  Brown,  and  Hard  being  severally  citizens  of  the 
Commonwealth  of  Massachusetts,  in  the  district  of  Massachusetts." 

The  amount  of  damages  claimed  is  $2,000,000. 

The  court,  then,  has  before  it  a  citizen  of  Maine  suing  a 
citizen  of  New  Jersey  in  a  civil  action,  brought  in  the  Cir- 
cuit Court  of  the  United  States  for  the  District  of  Massa- 
chusetts. The  obvious  contention  is  raised  by  defendant 
that  in  any  ordinary  civil  action  a  citizen  of  New  Jersey 
cannot  be  called  to  answer  a  suit  by  a  citizen  of  the  State 
of  Maine  in  the  United  States  Court  for  the  District  of 
Massachusetts.  The  plaintiff  does  not  controvert  this  sug- 
gestion, but  says  that  the  action  is  brought  under  the  Sher- 
man Anti-Trust  Statute,  the  act  of  July  2,  1890,  c.  647,  26 
Stat.  209  (U.  S.  Comp.  St.  1901,  p.  8200),  and  that  the 
declaration  clearly  presents  a  cause  of  action  under  section 
7  of  that  act,  which  provides  as  follows: 

^'Aay  person  who  shall  be  injured  ia  his  business  or  property  by 
any  otiier  persoD  or  corporation  by  reason  of  aoythin^  forMdden  or 
declared  te  be  unlawful  by  this  act  may  sue  therefor  in  any  Olrciiit 
Court  of  the  United  States  in  the  district  in  irtiich  the  defendant 
resides  or  ia  found,  without  respect  to  the  amouat  in  controTenqr, 
and  shall  recover  threefold  the  damages  by  him  sustained,  and  the 
costs  of  suit,  inchiding  a  reasonable  attorney's  fee.** 

It  will  be  seen  that,  under  this  section,  without  respect 
to  the  amount  in  controversy,  such  action  may  be  brought  in 
the  distriet  in  which  the  defendant  resides  or  is  found. 
And  it  is  not  denied  that  the  defendants  in  the  ease  at  bar 
are  found  in  the  district  of  Massachusetts.  It  is  contended, 
however,  that  the  declaration,  does  not  clearly  show  that 
the  action  is  brought  under  the  Sherman  Anti-Trust  Act; 
that  it  does  not  sufficiently  appear  by  the  writ  a&d  declara- 
tion that  the  case  is  confined  to  an  action  under  tins  statute; 
that  therefore  the  jurisdiction  of  the  court  does  not  affirma- 
tively appear;  and  that,  where  threefold  damages  are  sought 
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by  virtue  of  the  statute,  the  declaration  must  state  a  case 
clearly  and  unequivocally  authorized  by  the  law.  The  sub- 
stance of  the  declaration  is  stated  sufficiently  for  the  pur- 
poses of  this  case  in  the  summary  given  by  the  defendant, 
as  follows: 

"That  the  Goddu  Sons  Metal  Fastening  Company  was  organized 
under  the  laws  of  the  State  of  Maine  as  a  corporation  in  1897,  for 
the  purpose  of  manufacturing  and  dealing  in  shoe  machinery.  That 
it  acquired  certain  patents  pertaining  to  shoe  macliinery,  and  made 
preparation  to  place  on  the  market  throughout  the  United  States 
machines  constructed  under  its  patents.  That  the  defendant  the 
United  Shoe  Machinery  Ck>mpany  was  organized  on  February  7, 
18d9,  under  the  laws  of  the  State  of  New  Jersey.  That  since  its 
organization  it  has  been  engaged  in  the  manufacture  of,  and  dealing 
in,  shoe  [816]  machinery  throughout  the  United  States  and  in 
foreign  countries.  That  upon  the  organization  of  the  United  Shoe 
Machinery  €k>mpany,  the  defendant  Winslow  became,  and  ever  since 
has  continued  to  be,  its  president,  a  director,  and  member  of  the 
executive  committee.  That  the  defendant  Brown  became  its  treas- 
urer, a  director,  and  member  of  the  executive  committee,  and  the 
defendant  Hurd  became  assistant  treasurer,  a  director,  and  member 
of  the  executive  committee.  That  these  individual  defendants  down 
to  the  present  time  have  continued  to  exercise  the  management  and 
control  of  the  business  affairs  of  the  corporation. 

"  That  the  United  Shoe  Machinery  Company  was  formed  with  the 
idea  of  suppressing  and  eliminating  competitltm.  That  shortly 
after  the  formation  of  the  company  the  Individual  defendants*  or 
some  of  them,  entered  into  negotiations  with  certain  stockholders 
of  the  Goddu  Sons  Metal  Fastening  Company  for  the  purchase  of 
thdir  stock  by  the  United  Shoe  Machinery  Company.  That  as  a 
result  of  the  negotiations  the  United  Shoe  Machinery  Company  pur- 
chased a  majority  of  the  stock  of  the  Ooddu  Company,  thereby 
acquiring  control  and  management  of  the  corporation.  That  the 
United  Shoe  Machinery  Company  caused  to  be  elected  as  oiBcers  of 
the  Qoddu  Company  its  own  president,  the  defendant  Winslow,  as 
president  of  the  Ooddu  Company;  its  own  treasurer,  the  defendant 
Brown,  as  treasurer  of  the  Goddu  Company,  and  a  part  of  its  own  di- 
rectors, including  the  defendant  Hurd,  as  the  entire  board  of  directors 
of  the  Goddu  Company.  That  the  persons  so  elected  have  continued 
to  be  the  oflScers  of  the  Goddu  Company.  That  in  pursuance  of  the 
plan  and  purpose  to  suppress  and  eliminate  competition,  and  to 
support  and  protect  the  monopoly  of  the  United  Shoe  Machinery 
Company,  the  United  Shoe  Machinery  Company  and  the  individiial 
defendants,  in  combination  and  conspiracy  in  restraint  of  trade  and 
commerce  among  the  several  States  and  with  foreign  nations,  have 
controlled  the  management  of  the  Goddu  Company,   not  for   the 
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purpose  of  carrying  on  and  developing  the  business  of  said  com- 
pany, but  for  the  purpose  of  preventing  the  said  company  from  doing 
business,  thereby  destroying  the  competition  of  said  company.  That 
they  have  declined  to  cause  the  company  to  make  any  use  of  its 
patents,  or  permit  it  to  do  business,  and  have  continuously  pre- 
vented it  from  engaging  in  business  so  that  the  assets  of  the  com- 
pany have  remained  idle  and  become  wasted,  and  the  patents  and 
patent  rights  are  about  to  expire  and  have  become  practically 
worthless.  That  by  these  means  the  plan  of  the  United  Shoe  Ma- 
chinery Company  and  the  individual  defendants  has  been  effected 
and  accomplished,  in  that  the  competition  of  the  Goddu  Company 
has  been  destroyed  and  the  monopoly  of  the  United  Shoe  Machinery 
Company  sustained.  That  thereby  the  Goddu  Company  has  been 
greatly  injured  in  its  business  and  property,  in  that  its  patents, 
patent  rights,  and  other  assets  have  been  rendered  worthless.  Where- 
fore the  plaintiff  is  entitled  to  recover  from  the  defendant  threefold 
the  damages  by  him  sustained,  and  also  the  costs  of  this  suit,  includ- 
ing a  reasonable  attorney's  fee." 

It  is  contended  that  this  is  not  a  declaration  unmistak- 
ably under  the  Sherman  Act;  that  this  act  is  not  referred 
to;  and  the  presumption  is  that  the  cause  is  without  the 
jurisdiction  of  the  Federal  courts,  unless  the  contrary  affir- 
matively appears;  but  that  the  case  must  be  treated  as  one 
based  upon  diversity  of  citizenship;  and  that  therefore  it 
must  be  dismissed  as  to  the  United  Shoe  Machinery  Com- 
pany. Upon  examination  of  the  declaration,  it  is  found 
that  there  is  not  a  word  in  its  expressly  stating  that  the 
action  is  brought  under  the  Sherman  Anti- Trust  Act 
There  is  no  mention  of  the  act,  or  reference  to  it  in  distinct 
terms.  It  is  not  even  stated  that  the  defendant  became 
liable  by  force  of  the  act.  But  it  does  appear  from  the 
declaration  that  the  defendant  company  was  formed  with 
the  plan  of  suppressing  competition,  and  of  maintaining  a 
monopoly  of  the  shoe  machinery  business;  that  in  pur- 
suance of  such  plan  the  defendant  acted  [317]  in  combi- 
nation and  conspiracy  in  restraint  of- plaintiff's  trade;  that 
the  trade  to  be  restrained  was  interstate;  that  certain  things 
were  done  by  the  defendants  to  attain  such  restraint  of  the 
plaintiff's  trade;  and  that  thereby  the  competition  of  the 
plaintiff  company  has  been  destroyed,  the  monopoly  of  the 
defendant  company  sustained,  and  the  plaintiff's  property 
and  business  injured.    I  see  no  need  of  restating  the  whole 
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of  the  dedafration.'  A  fair  reading  of  it  leaves 'no  doubt 
that  the  action  was  brought  under  section  7  of  the  Sherman 
Act.  No  question  can  be  left  in  the  mind  of  the  court 
that  the  pleader  intended  to  state  a  case  under  that  section^ 
This  £3  so  clear  that  I  cannot  think  it  neceesary  to  kbel  the 
declaration  as  one  brought  under  the  provisions  of  the 
Sherman  Act.  The  allegations  make  it  plain  that  the  action 
is  clearly  founded  upon  that  act,  and  upon  that  alone,  and 
that  no  common4aw  remedy,  or  other  remedy  of  any  kind, 
is  sought. 

[2,  3]  The  doctrine  of  the  Federal  courts  is  unques- 
tionably  that  in  matters  of  pleading  inferences  from  equiv- 
ocal and  uncertain  allegations  cannot  be  followed,  and  that, 
where  the  question  relates  to  jurisdiction,  argumentative 
inferences  are  not  sufficient  to  establish  jurisdiction.  The 
averments  must  be  positive;  and  the  court  cannot  retain 
jurisdiction  over  a  doubtful  record  to  say  whether  or  not 
the  intention  was  to  bring  the  case  under  a  ^ecific  act. 
The  learned  counsel  for  the  defendants  have  called  atten- 
tion to  the  leading  cases  upon  this  subject.  The  court  in 
this  circuit  has  expressed  itself  clearly  in  Jenkins  v.  York 
Cliffs  Improvement  Company  (C.  C.)  110  Fed.  807.  But 
the  declaration  in  this  case  seems  to  me  to  be  perfectly 
clear.  The  averments  are  such  as  to  show  unequivocally 
that  the  action  is  brought  under  section  7  of  the  Sherman 
Law,  even  though  the  plaintiff  did  not  in  terms  menticm 
that  statute.  This  was  not  necessary  so  long  as  the  allega- 
tions were  such  as  to  preclude  the  defendant  from  being 
misled,  and  to  prevent  the  plaintiff  from  urging  at  any 
later  stage  in  the  case  that  he  intended  merely  to  state  a 
common-law  action.  Section  7  of  the  Sherman  Law  is  so 
clear  and  plain  in  its  provisions  that  its  meaning  cannot 
be  uncertain.  It  is  not  in  its  nature  and  substance  a  penal 
action;  its  vindication  does  not  rest  with  the  State;  it  has 
been  held  repeatedly  to  be  a  civil  remedy  for  private  in- 
jury, compensatory  in  its  purpose  and  effect.  It  provides 
for  the  recovery  of  threefold  damages  sustained  by  the 
plaintiff,  which  are  held  to  be  exemplary  damages.  People^s 
Tobacco  Co.  V.  American  TohaccQ  Co.^  170  Fed*  3IW.,  95 
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0.  6.  A.  M<;  ^^Avnte  v.  Ohattano&ffa  FtmAdrtf  <6  Pipe 
Oo.  (C.  C.)  101  F«d.  900;  HuTUington  v*  A^nK,  146  U.  & 
897,  13  Sup.  Ct  224,  36  L.  EcL  1128;  Loetoe  t.  Lawlor, 
208  U.  Si  274,  28  Sup.  Ct.  801,  52  L.  Ed.  488,  18  Am 
Cas.  815. 

The  motioD  to  dismiss  must  be  denied. 

[4^6]  2.  In  the  plea  in  abatement  the  defendants  raise 
the  contention  that  the  plaintiff  is  without  capacity  to  sue 
in  the  Federal  court  in  the  district  of  Massachusetts.  The 
facts  set  forth  in  the  plea  are  briefly  stated  by  the  learned 
counsel  for  the  defendant  in  his  brief.  They  are  as  fol- 
lows: 

'*The  Goddu  Sons  Metal  Fastening  Company  was  a  corporation 
organized  under  the  laws  of  the  State  of  Maine  in  the  year  1897. 
On  the  7th  day  of  [818]  January,  1905,  a  suit  in  equity  was  brought 
in  the  Supreme  Judicial  Court  fbr  the  State  of  Main«,  county  of 
Cumberland,  by  the  treasurer  of  the  c(>mpany,  pursuant  to  a  vote 
of  the  stockholders,  for  the  dissolution  of  said  company,  under 
authority  of  the  statutes  of  the  State  of  Maine,  providing  for  the 
voluntary  dissolution  of  corporations. 

"On  February  17,  1905,  a  decree  was  entered  in  the  equity  suit 
dissolving  said  corporation,  the  decree  providing  that  '  the  defendant 
corporation,  known  as  the  GkMldu  Sons  Metal  Fastening  Company, 
be,  and  the  same  hereby  is,  dissolved  as  and  from  the  date  of  this 
decree,'  and  by  the  same  decree  Robert  T.  Whitehouse,  of  Portland, 
was  appointed  trustee,  to  collect  by  suit  or  otbei'wise  aU  outstanding 
debts  or  claims  due  the  corporation,  and  to  take  possession  of  all 
effects,  property,  and  assets  of  every  name,  and  nature  belonging  to 
the  corporation,  and  to  do  certain  other  acts  in  connection  with  the 
liquidation  of  the  company's  affairs.  As  set  forth  in  the  decree,  itfr. 
Whitehouse  qualified  as  trustee  by  giving  the  bond  required. 

"  On  July  19,  1911,  Mr.  Whitehouse  filed  a  petition  to  be  permitted 
to  resign  as  trustee,  and  on  July  19,  1911,  he  was  permitted  to  resign, 
and  a  further  decree  was  entered  appointing  Charles  A.  Strout,  the 
plaintiff,  as  successor  trustee. 

"The  decree  appointing  Charles  A.  Strout  was  practicatty  the 
same  as  the  one  appointing  Mr.  Whitehouse,  except  that  there  was 
added  to  the  decree  provisions  that  *all  questions  not  hereby  dis- 
posed of  are  reserved  for  further  adjudication.'  And  'it  is  further 
ordered  that  this  decree  is  subject  to  such  further  orders  as  the 
court  may  from  time  to  time  see  fit,  end  that  said  trustee  or  any 
.persons  In  interest  have  liberty  to  apply  to  this  court  at  any  time 
for  such  modification  of  this  order  as  th^^y  may  be  advised.' " 
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The  appointment  of  the  plaintiff  as  trustee  was  made 
under  section  81  of  chapter  47  of  the  Bevised  Statutes  of 
Maine.  It  will  be  necessary  to  consider  the  following  sec- 
tions of  that  chapter,  relating  to  the  dissolution  of  corpo- 
rations : 

"Sec.  77.  CorporationB,  whose  charters  expire  or  are  otherwise 
terminated,  have  a  corporate  existence  for  three  years  thereafter; 
to  prosecute  and  defend  suits ;  to  settle  and  close  their  concerns ;  to 
dispose  of  their  property ;  and  to  divide  their  capitals. 

"Sec.  78.  When  tlie  charter  of  a  corporation  expires  or  is  termi- 
nated, a  creditor  or  stockholder  may  apply  to  the  Supreme  Judicial 
Court,  which  may  appoint  one  or  more  trustees  to  take  charge  of 
its  estate  and  effects,  with  power  to  collect  its  debts,  and  prosecute 
and  defend  suits  at  law ;  and  to  sell  and  convey  its  real  estate ;  and 
if  sold  at  auction,  the  same  notice  shall  be  given  as  in  the  sale  of 
lands  of  corporations  on  execution.  The  court  has  Jurisdiction  in 
equity  of  all  proceedings  therein  and  may  make  such  orders  and 
decrees  and  issue  such  injunctions  as  are  necessary. 

"Sec.  79.  The  debts  of  the  corporation  shall  be  paid  in  full  by 
such  trustees  when  the  funds  are  sufficient;  when  not,  ratably  to 
those  creditors,  who  prove  their  debts,  as  the  law  provides,  or  as 
the  court  directs.  Any  balance  remaining  shall  be  distributed  among 
the  stockholders  or  their  legal  representatives  in  proportion  to  their 
interests. 

"Sec  80.  Bxcept  where  otherwise  provided  by  statute,  whenever 
at  any  meeting  of  its  stockholders,  legally  called  therefor,  such 
stockholders  vote  to  dissolve  such  corporation,  a  bill  in  equity 
against  the  same  for  dissolution  thereof  may  be  filed  by  any  officer, 
stockholder,  or  creditor  in  the  Supreme  Judicial  Court,  in  the  countv 
in  which  it  has  an  established  place  of  business,  or  in  which  it 
held  its  last  stockholders'  meeting;  upon  said  biU,  such  notice  shall 
be  given  as  may  be  ordered  by  any  justice  of  said  court,  in  term  time 
or  vacation,  and  upon  proof  thereof,  such  proceedings  may  be  had 
according  to  the  usual  course  of  suits  in  equity,  that  said  corpora- 
tion shall  be  dissolved  and  terminated.  Upon  proof  that  there  are 
no  existing  liabilities  against  said  corporation,  and  no  existing 
assets  thereof,  requiring  distribution  among  the  stockholders,  said 
court  may  dissolve  said  corporation  without  the  appointment  of 
trustees  or  receivers. 

"  Sec.  81.  Said  court  has  jurisdiction  in  said  cause  to  appoint  re- 
ceivers, is[819]sue  injunctions,  and  pass  interlocutory  decrees  and 
orders,  according  to  the  usual  course  of.  proceedings  in  equity ;  and 
shall,  moreover,  upon  dissolving  said  corporation,  or  upon  termi- 
nating its  charter,  appoint  one  or  more  trustees,  who  shall  have  all 
the  powers  conferred  upon  similar  trustees  by  sections  seventy-seven, 
seventy-eight,  seventy-nine,  and  eighty-nine,  or  by  any  other  law  of 
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tbo  State,  with  such  special  powers  as  may  be  given  thon  by  said 
court  But,  notwithstanding  the  appointment  of  such  trustees,  said 
court  may  superintend  the  collection  and  distribution  of  the  assets  of 
said  coiporatlon.  and  may  retain  said  bill  for  that  purpose." 

Section  89  refers  to  trustees  and  receivers.  It  provides 
that  they  may  bring  suit  within  two  years  to  compel  any 
one  who  has  subscribed  for  stock  in  the  corporation  they 
represent  to  pay  for  the  same. 

(a)  The  first  contention  raised  by  the  plea  in  abatement 
is  that  the  trustee  in  this  suit  has  not  sufScient  title  to. war- 
rant him  in  bringing  suit  in  this  jurisdiction;  but  that  he 
is  the  ordinary  equity  receiver  without  title.  The  defend- 
ants urge  that,  although  called  trustee  in  the  decree  of  the 
court  appointing  him,  the  plaintiff  is  really  nothing  more 
than  a  chancery  receiver  without  title,  coming  within  that 
class  of  receivers  which  lacks  any  extraterritorial  power  of 
official  action. 

The  law  must  be  regarded  as  settled  that  the  mere  chan- 
cery receiver,  having  no  title  to  the  assets  or  to  the  daim 
sued  upon,  cannot  maintain  an  action  in  the  Federal  courts, 
in  a  jurisdiction  other  than  that  in  which  he  was  appointed. 
Booth  V.  Clark,  17  How.  822,  15  L.  Ed.  184;  Hale  v.  AHin^ 
son,  188  U.  S.  56,  28  Sup.  Ot.  244,  47  L.  Ed.  880.  In  Relfs 
V.  Rundle,  108  U.  S.  222,  26  L.  Ed.  387,  the  Supreme  Court 
passed  upon  the  rights  of  officials  of  a  different  charact^ 
who  were  allowed  to  bring  suits  outside  of  the  jurisdiction 
of  their  appointment.  In  this  circuit,  in  Hale  v.  Hardon 
(C.  C),  89  Fed.  288,  Judge  Putnam  has  designated  the 
different  classes  of  receivers:  First,  those  who  are  true  suc- 
cessors in  title,  as  in  Selfe  v.  Rundle.  Second,  those  who 
have  received  underlying  support  from  the  corporation 
itself,  by  voluntary  assignments  or  by  force  of  titles  ac- 
quired through  involuntary  proceedings  in  insolvency  or 
otherwise,  as  in  Hawkins  v.  Glenn,  131  U.  S.  319.  9  Sup.  Ct. 
739,  88  L.  Ed.  184,  and  Telegraph  Co.  v.  Purdy,  162  U.  S. 
887, 16  Sup.  Ct.  810,  40  L.  Ed.  986.  The  third  are  so-called 
receivers,  like  the  commissioner  in  Hazard  v.  Durant  (C. 
C),  19  Fed.  471,  who  are  nothing  more  or  less  than  masters 
in  chancery,  appointed,  as  the  hand  of  the  court,  to  com- 
plete the  incidents  of  the  litigation.'  The  first  class  of  re- 
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ceivers,  namely,  those  who  are  true  successors  in  title,  as 
in  Relfe  v.  Bundle^  have  the  right  to  sue  anywhere.  In 
the  third  class,  the  receiver  or  trustee  has  sunply  the  powers 
ol  A  chancery  receiver;  he  cannot  nmintain  an  action  in 
foreign  jurisdictions. 

In  the  case  at  bar  the  defendants  urge  that  the  plaintiff 
comes  under  the  third  class  of  reoeivera  in  the  order  named 
hiy  Judge  Putnam;  that  he  is  a  mere  officer  of  the  court, 
havii^  no  title  to  the  property,  and  with  no  capacity  to  sue 
in  this  jurisdiction.  Upon  examination  of  the  statoites,  .we 
find  that  section  78  of  chapter  4^7  of  the  Beviaed  Statutes  of 
Maine  specifically  provides  that  the  trustee  has  the  power 
to  prosecute  and  defend  «tatd  at  law.  Section  80  providce 
for  the  dissolution  of  tiie.  corporation,  without  the  appoint- 
ment of  trustees.  [320 J  or  receivers  in  cases  where  there 
are  no  assets.  Section  81  gives  the  court  jurisdiction  to 
af^int  trustees  and  receivers  upon  dissoliring  the  corpora- 
tion, or  upon  terminating  its  charter,  and  ^Te3  these  .trus- 
tMi  powero  conferred  upon  similar  trustees  by  sections  77, 
78,  79,  and  89,  or  by  any  other  law  of  the  State.  TH  de- 
fendants c<Hitend  that,  after  February  17, 1905,  the  dalie  of 
the  decree  appointing  the  trustee  to  wind  up  the.  affairs  of 
the  Goddu  Company,  by  virtue  of  the  laws  of  the  State  of 
Maine,  the  property  of  that  company  became  vested  in  the 
persons  who  wene  at  the  time  shareholders,  aa  tenants  in 
common  under  section  96  of  chapter  47  of  the  Revised 
Statutes  of  Maine,  which  provides:  .  . 

''WhflB  a  corporation  is  dissolved,  its  real  and  personal  estate  is 
vested  in  the  persons  who  were  at  the  time  shiu?eholders,  as  tenants 
IQ  common  according  to  their  interests." 

In  the  OTiginal  statute,  the  legislature  undoubtedly  in- 
tended to  change  the  rule  of  the  common  -law  that,  in  the 
absence  of  statute,  upon  the  dissolution  of  a.  corporation.,  its 
real  estate  reverted  to  the  grantors  and  to  their  heirs,  and 
its  personal  estate  vested  in  the  people.  TUoomb  v.  Insur- 
ance Co.,  79  Me.  316,  9  AU.  732;  2  Kent's  CJom.  (10th  £3.) 
386.  In  the  revision  of  the  Maine  Statutes  of  1841  (chap- 
ter 76,  §28)  the  statute  read:  '/ 

"Oa  the  final  dissolution  of  any  corporation,  all  its  jei|l  and 
personal  estate,  not  legaUy  disposed  of,  shall  be  vested  iii  the  indi-' 
vidnals  who  may  be  stockholders,  etc." 
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In  the  re^imon  of  lifSfl  (ehapler  4*',  §  87)  this  section 
appears  phrased  in  its  present  form.  Sections  8d  and  81 
were  enacted  in  1877.  They  provide  for  the  dissolution  Of 
a  corporati<Hi  and  for  administering  its  effects,  Jsaviog 
nothing  whaterer  to  vest  in  the  sharehelders.  In  O&bb  v. 
Camden  Savings  Bank,  106  Me.  178,  76  Atl.  667,  20  Ann. 
Cas.  547,  Cobb  and  Moore  were  appointed  reoet^rars  and 
trustees  of  the  Mt  Battie  Manufacturing  Company  under 
sections  80  and  81  of  chapter  47  of  the  Revised  Statutes  of 
Maine.  In  referring  to  the  title  of  the  receivers,  Mr.  Jus- 
tice Savage,  speaking  for  the  court,  said  : 

"  It  should  be  remembered  that  the  proceedings  tmder  wliicb  these 
receivers  are  acting-  are  statutory  in  their  origin  and  diameter.  It 
is  not  a  creditors'  bill.  It  is  not  a  proo^ediog  at  common  law.  It 
is  not  a  supplementary  proceeding  to  a  suit  *  *  *  In  former 
days,  in  common-law  proceedings,  it  was  generally  held  that  ap- 
pointment of  a  receiver  did  not  operate  to  convey  to  him  the  title 
to  real  estate;  bat  in  modern  times  the  doctrine  has  grown  up  and 
appears  to  be  well  established  tbat  at  least  In  statutory  proceedings 
for  the  dijnolation  kjI  a  corporation,  the  decree  of  appointment,  ipso 
facto,  vests  the  title  to  the  real  estate  in  the  receiver.*' 

The  defendants  urge  that  the  court  in  that  case  did  not 
d^ide  that  the  decree  of  appointment  of  trustee  vests  the 
title  of  the  property  in  the  trustee,  because  the  point  did 
not  neeessarily  arise  in  the  case,  and  that  whatever  the 
oourt  said  ujpen  the  subject  was  mere  dictum.  But  I  can- 
not take  this  view.  The  case  was  a  writ  of  entry  brought 
by  the  plaintiffs,  as  trustees  and  receivers  of  the  Maine 
Qorporation,  which  had  been  dissolved  under  the  same 
statutory  provisions  as  those  under  which  this  plaintiff  in 
tfae  caee  at  bar  was  appointed  trustee..  [321]  The  action 
was  brought  to  recover  land  to  which  the-  plaintiffs  claimed 
title  in  their  capacity  of  trustees  and  receivers;  and  the 
plaintiffs  were  allowed  to  recover.  It  is  unquestioned  that 
a  real  action  cannot  be  maintained  without  title;  for  the 
plaintiff  must  declare  ^  on  hie  own  seisin,''  and  must  prove 
title.  My  attrition  is  called  to  tiie  fact  that  in  the  report 
of  the  Cobb  case  it  appears  that,  on  the  same  day  on  which 
the  decree  of  dissolution  was  entered,  a  conveyance  was 
made  by  the  corporation  to  the  trustees;  but  in  the  opinion 
of  the  court  in  that  case  no  effect  was  given  to  this  deed. 
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And  it  is  evident  that  tlie  title  of  the  plaintiffs  was  held  to 
rest  entirely  upon  the  statute  autiiorizing  their  appointment. 
Gohh  v.  Camden  Savinffs  Bank  is,  I  think,  decisive  of  the  case 
at  bar.  It  is  clear  that,  in  construing  the  statutes  relating 
to  the  dissolution  of  corporations,  the  Maine  court  dis- 
tinctly held  that  a  trustee  appointed,  as  the  plaintiff  in  this 
case  was  appointed,  under  section  81  of  chapter  47  of  the 
Revised  Statutes  of  Maine,  is  vested  by  operation  of  law  with 
title  to  the  property  of  the  dissolved  corporation.  In  Avery 
V.  Trust  Co.  (C.  C),  72  Fed.  700,  in  an  exhaustive  and  con- 
vincing opinion,  Judge  Putnam  has  passed  upon  a  case 
substantially  similar  to  the  case  now  before  the  court  In 
Am.  National  Bank  v.  National,  ete.  (C.  C),  70  Fed.  420, 
a  statute  similar  to  the  Maine  statute  was  before  the  cir- 
cuit court ;  and  it  was  held  unnecessary  that  the  statute  say 
in  terms  that  the  title  should  vest  in  the  trustee,  so  long  as 
the  intention  of  the  legislature  was  disclosed. 

I  am  of  the  opinion  that  the  trustee  in  the  case  at  bar 
became  vested  by  operati(m  of  law  with  the  title  of  the 
dissolved  corporation,  and  had  the  capacity  to  sue  in  this 
jurisdiction. 

[7]  (b)  The  defendant  raises  the  further  contention  that, 
by  the  express  provision  of  the  laws  of  the  State  of  Maine, 
the  plaintiff's  power  to  sue  was  limited  to  three  years  from 
the  date  of  dissolution  of  the  corporation;  and  that  this 
period  has  long  since  expired.  The  defendants  refer  to 
section  77  of  chapter  47,  Revised  Stafflites  of  Maine,  which 
gives  the  dissolved  corporation  existence  for  three  years 
to  prosecute  and  defend  suits.  They  cite  Maine  Shore  Line 
Railroad  v.  Maine  Central  Railroad^  92  Me.  476,  43  Atl.  118, 
decided  in  1809,  in  which  the  court  said : 

"This  suit  was  commenced  within  three  years,  and,  upon  the 
expiration  thereof,  the  defendant  moved  to  dismiss  the  action,  be- 
cause the  same  abated  for  the  want  of  a  plaintiff.  It  is  stoutly  con- 
tended that  the  plaintiff's  corporate  existence  continues,  after  the 
expiration  of  the  three  years  and  until  judgment  shall  be  recovered. 
The  statute  does  not  say  that  It  shaU.  Its  only  corporate  existence 
is  by  virtue  of  that  statute;  and  that  continued  its  life  three  years, 
and  no  more.  The  legislature  has  not  seen  fit  to  intervene,  and  the 
court  cannot  vivil^  that  which  the  legislature  has  allowed  to  erifite. 
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The  plAlntifP  luui  no.aorporate  existence,  and  can  neither  recover 
Judgment  nor  suffer  one  against  itself.  Its  action  has  ahated,  and 
there  is  no  one  who  can  revive  It  It  must  be  dismissed  from  the 
docket" 

In  that  case  no  trustee  had  been  appointed.  It  is  urged 
by  the  plaintiff  that  one  of  the  principal  reasons  which  led 
to  the  statute  authorizing  the  appointment  of  trustees  was 
to  meet  exactly  the  situation  arising  in  the  Maine  Shore 
Line  Railroad  case;  it  being  apparent  that  the  period  of 
three  years  is  often  inadequate  for  winding  up  [888]  the 
affairs  of  a  dissolved  corporation.  In  Franklin  Bank  t. 
Cooper,  36  Me.  179,  cited  by  the  learned  counsel  foi*  de- 
fendants, the  decision  of  the  court  was  founded  up<m  a 
special  statute;  and  the  court's  reasoning  and  result  are 
not  convincing  in  the  case  at  bar.  In  this  case  I  am  per- 
suaded, and  I  have  already  held,  that  the  trustee  became 
vested  by  operation  of  the  statutes  of  Maine  with  the  title 
to  the  property  of  the  dissolved  corporation;  Upon  the 
resignation  of  the  trustee  first  appointed  by  the  oourt,  the 
successor  trustee  became  vested,  by  force  of  the  statute,  with 
the  title  to  the  remaining  property  of  the  dissolved  cor- 
poration. It  is  true  that  the  court  cannot  ^Wivify  that 
which  the  legislature  has  allowed  to  expire";  but  in  the 
case  before  me  the  legislature  has  not  allowed  the  title  of 
the  trustee  to  expire.  By  the  statute  under  which  the  trustee 
was  appointed,  the  legislature  has  vested  the  title  of  the 
property  in  the  trustee.  If  the  powers  of  such  trustee 
could  not  be  continued  longer  than  the  corporate  existence 
of  the  corporation,  one  of  the  main  purposes  of  the  statute 
would  be  defeated.  The  title  of  the  property,  once  having 
vested  in  the  trustee,  was  not  affected  by  the  statute  limiting 
the  corporation's  right  to  sue  to  three  years  from  the  date 
of  its  dissolution.  I  think  the  trustee's  right  to  sue  still 
exists,  and  is  properly  exercised  in  the  case  at  bar. 

The  conclusion  of  the  court,  then,  is  that  the  motion  to 
dismiss  for  lack  of  jurisdiction  is  denied.  The  plea  in 
abatement  is  overruled.    Defendants  may  answer  further. 
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STROUT  V.  UMITED  SHOE  MACHINEKY  CO; 
ET  AL.« 

(District  Ooart,  D.  Massachusetts.    January  81,  1918.) 

[202  Fed.  B^.,  602.] 

MoKOPOUEs  (I  28)--A!fTi-'EatJST  Act— VioLATioif— Dbcla»ation.— 
A  declaration  for  olyil  damaffes  for  violating  Anti-TniBt  Act  Jaly 
2,  1890,  c  647,  I  7,  26  Stat  210  (U«  S.  ConH;^.  St.  1901,  pi  32081, 
alleged  that  complainant  trustee  had  succeeded  to  all  the  rights  of 
a  metal  shoe  fastening  company  owning  patents  on  shoe  machinery, 
which  it  was  incorporated  to  manufacture  and  sell  to  the  trade, 
that  defendant  shoe  machinery  company  was  organized  and  con- 
tinued to  exist  to  maintain  a  monopoly  of  the  idioe  macliioery  busi- 
ness, tbat  it  had  acQuired  such  monoiKdy*  and,  having  obtained  a 
majority  of  the  stock  of  plaintiff's  corporation,  refused  to  permit  It 
to  do  business  in  order  to  prevent  competition  with  other  ma- 
chines controlled  by  It,  permitted  the  corporation's  property  to  re- 
main idle  and  become  wasted  until  the  patents  were  about  to 
azpire  and  had  become  practically  wotthless,  and  tliat  the  corpo- 
ration had  been  gnaatiy  incJnved  in  its  businefls  by  reawm  thereol 
ffeld  to  state  a  sufficient  cause  of  action  to  withstand  a  demurrer.^ 
[Ed.  Note. — ^For  other  cases,  see  Monopolies,  Oent  Dig.  S  18; 
Dec.  Dig.  I  28.] 

Pleadikq  (§  64) — ^DuKJcnr— VroiATTOH  of  Awti-Tbust  Act. — ^Since 
taie  thing  forbidden  by  Anti-Trust  Act  July  2,  1800,  c.  647,  1%  %  2, 
26  Stat.  209  (U.  S.  CX>mp.  St  1901,  p.  8200),  may  coaslBt  of  n 
scheme  as  a  whole  or  an  unlawful  oombinatiiHi  as  a  whole,  a 
declaration  for  civil  damages  authorized-  by  seotlon  7,  charging 
in  a  single  count  that  defendant  was  an  illegal  combination  in 
restraint  of  trade,  etc.,  and  that  by  reason  of  conspiracy  and 
monopoly  defendant  had  practically  monopolized  the  entire  busi- 
ness of  manufacturing  shoe  machinery  in  the  United  States,  and 
had  utterly  destroyed  plaintilTs  interstate  trade  and  commerce  in 
such  machinery,  and  rendered  plaintitTs  patents  valueless,  etc^ 
was  not  objectionable  for  duplicity  and  uncertainty,  on  the  theory 
that  each  one  of  the  things  forbidden  in  sections  1  and  2  were  dis- 
tinct offenses,  and  that  the  declaration  should  charge  such  'sepa- 
rate offenses  in  separate  counts. 

[Bd.  Note.— For  ether  caaes,  see  Pleadlag,  Geat  Dig.  If  184-187; 
Dec.  Dig.  I  64.] 

•For  prior  opinion  (195  Fed.  818)  see  ante,  page  5596.    For  later 
opinion  (206  Fed.  646)  see  fM>«t,  page  544. 
*  Syllabus  copyrighted  »1918,  by  West  Publishing  Company. 
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of  HieOoovb 

jkt  UkwS  Afcticm:l|7  Qhaziisi  A*'  Stoout^  trngtoe;  mgiimt 
tin  United  Shoe  Machinery  Company  awi  othera  On  cIb* 
BmiTBr  to  declaration.   OTeinded. 

See,  also,  1»&  Fed.  S1& 

W  hippie^  Sean  <&  Ogdek  and  Dunbxuf  db  Raehemmia^  all 
of  Boston,  MasB.,  for  plaintiff. 

OodUdge  A  Eighty  of  Boston,  'Mass.,  lor  def^idants. 
CrOiiT,  C&ittttit  Judge. 

This  ifi  an  action  at  law,  brought  under  section  7  of  the 
AntirTruflt  A(9t  of  JvHj  2, 1880  (26  Stst  310,  c.  m  [U.  S. 
Qamp.  St.  1901,  p.  8202]);  and  the  case  was  heard  on  de- 
mtirrer  to  the  deekntion. .  Sedsbn  7  reads  as  ftdfews: 

**  Sec.  7.  ^angr  pessoD  wlio  irittit  be  ia|«ed  In  htir  booinssp  or  in|h 
eity  by  any  ^heif  iiertM>n  or  dorperation  by  retsea  of  anytlUag  for^ 
bidilen  or  dedared  to  be  anlawfol  by  this  act  may  sue  tberetor  In 
any  Circuit  Court  of  the  United  States  in  Uie  district  in  which  the 
det<endant  residee  or  is  foond,  without  re  [608]  spect  to  the  amount 
in  controversy,  and  shall  recover  threefold  tiie  damages  by  him 
sustained,  and  tiie  costs  of  suit,  Including  a  reasonable  aetomey's 

The  material  aTements  in  the  dedaratkm  msy.  be  th«8 
summarized : 

The  dedaration  alleges  in  subetanoe  that  the  pfadDtiff  is 
trustee  of  the  Goddu  Sons  Metai  Fastening  Company,  duty 
appointed  by  the  Supreme  Judicial  Court  of  Maine  in  pro< 
ceedings  for  the  dnsohition  of  that  corporation;  that  as 
such  trustee  he  holds  title  to  all  property  and  ri^ts  of 
aclnon  of  the  Goddu  Sons  Mebal  Fastening  Company;  that 
the  Ooddu  Sons  Metal  Fastening  Company,  after  its  or- 
ganization in  1897,  acquired  certain  patents  pertaining  to 
shoe  machinery,  and  that  it  made  prepariations  to  place 
upon  the  market  machines  oonstrtieted  under  its  patents, 
and  £^nt  a  considerable  sum  in  advertising;  that  it  con- 
structed machines  ready  for  sale  or  lease;  that  a  number 
of  dboe  manufarturars  were  desirous  of  using  these  ma- 
chines upon  terms  benefidiail  to^  the  con^any^  that  the  com- 
pany was  prepared  and  intended  to  engage  in  trade  and 
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commerce,  and  to  do  a  large  and  profitaUe  bnainefis  in 
shoe  machinery  among  the  several  States  and  with  foreign 
nations;  that  the  defendant  the  United  Shoe  Machinery 
Company  was  organized  in  1899,  for  the  purpose  of  acquir- 
ing by  legal  and  illegal  means  certain  companies  engaged 
in  manufacturing  and  dealing  in  dioe  machinery,  and  of 
drivirg  out  of  business  other  companies  or  concerns  en- 
gaged in  that  business,  and  of  preventing  other  companies 
or  concerns  from  entering  into  that  business,  thereby  sup- 
pressing and  preventing  competition  and  acquiring  and 
maintaining  a  monopoly  of  the  shoe  machinery  business, 
and  that  it  has  acquired  and  ^ow  maintains  a  practical 
monopoly  of  that  business;  that  the  defendants  Winslow, 
Brown,  and  Hurd  are,  and  have  been  since  the  organization 
of  the  United  Shoe  Madiinery  Ompany,  officers  and  di- 
rectors and  members  of  the  executive  committee  of  that 
corporation,  exercising  management  and  control  of  its  busi- 
ness affairs;  that  in  pursuance  of  the  plan  to  suppress  and 
eliminate  competition,  and  to  support  and  protect  the  mo- 
nopoly of  the  United  Shoe  Machijiery  Company,  the  indi- 
vidual defendants,  or  some  of  them,  entered  into  negotia- 
tions with  certain  of  the  stockholders  of  the  Goddu  Sons 
Metal  Fastening  Company  for  the  purchase  of  their  sto^, 
and  that  as  a  result  of  these  negotiations  the  United  Shoe 
Machinery  Company  acquired  a  majority  of  the  stock  and 
the  control  and  management  of  the  Goddu  Sons  Metal  Fas- 
tening Company;  that  in  pursuance  of  its  plan  to  eliminate 
competition,  and  to  support  and  protect  its  monopoly,  the 
United  Shoe  Machinery  Company  caused  its  president,  the 
defendant  Winslow,  to  be  elected  president  of  the  Goldu 
Sons  Metal  Fastening  C(»npany,  its  own  treasurer,  the 
defendant  Brown,  to  be  elected  treasurer  of  the  Goddu  Sons 
Metal  Fastening  Company,  and  a  part  of  its  own  directors, 
including  the  defendant  Hurd,  to  be  elected  as  the  entire 
board  of  directors  of  the  Goddu  Sons  Metal  Fastening 
Company;  that  the  persons  so  elected  have  ever  since  been 
continued  in  their  respective  offices  by  means  of  the  stodc 
control  exer!cised  by  the  United  Shoe  Madiinery  Company; 
that  the  control  thus  acquired  by  the  United  Shoe  Maobin- 
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ery  Com[604]paiiy  has  been  exercised,  not  for  the  purpose 
of  carrying  on  and  developing  the  business  for  which  the 
Goddu  Sons  Metal  Fastening  Company  was  organized,  but 
for  the  purpose  of  preventing  that  company  from  doing 
business,  thereby  preventing  and  destroying  its  competi- 
tion, and  protecting  and  supporting  the  monopoly  of  the 
United  Shoe  Machinery  Company;  that  the  officers  of  the 
Goddu  Sons  Metal  Fastening  Company,  in  pursuance  of 
the  plan  and  purpose  of  the  United  Shoe  Machinery  Com- 
pany, have  continuously  declined  to  cause  the  Goddu  Sons 
Metal  Fastening  Company  to  make  any  use  of  its  patents 
and  patent  rights,  or  to  permit  it  to  do  any  business;  that 
the  assets  of  the  Goddu  Sons  Metal  Fastening  Company 
have  thus  remained  idle  and  have  become  wasted,  and  that 
its  patents  are  now  about  to  expire  and  have  become  prac- 
tically worthless;  that  the  United  Shoe  Machinery  Company 
and  tiie  individual  defendants  have  thus  accomplished  their 
purpose  of  destroying  the  competition  of  the  Goddu  Sons 
Metal  Fastening  Company,  and  of  sustaining  the  monopoly 
of  the  United  Shoe  Machinery  Company;  that  the  Goddu 
Sons  Metal  Fastening  Company  has  been  greatly  injured 
in  its  business  and  property;  and  that  the  plaintiff  is  en- 
titled, under  the  Sherman  Anti-Trust  Act,  to  recover  three- 
fold damages,  costs  of  suit,  and  a  reasonable  attorney's  fee. 
[1]  It  is  sufficient  to  state  the  main  ground  of  demurred 
upon  which  the  defendant  relies  in  its  brief  and  oral  argu- 
ment: 

"The  declaration  fails  to  set  forth  with  substantial  certainty  sab- 
stantive  facts  constituting  a  cause  of  action  against  the  de  endants 
under  the  Sherman  Anti-Trust  Act" 

Upon  a  capful  reading  of  this  declaration,  and  admitting, 
as  the  demurrer  does  admit,  the  truth  of  the  material  alle- 
gations contained  therein,  I  am  not  prepared  to  hold  that 
the  defendant  fails  to  state  a  cause  of  action  under  the 
Sherman  Anti-Trust  Act. 

[2]  The  main  argument  of  the  defendant  in  this  case  is 
the  same  as  was  advanced  in  Ctlley  v.  United  Shoe  Ma- 
ehinery  Company^  202  Fed.  598,  namely,  that  the  Sherman 
Act  foibids  six  or  seven  distinct  and  separate  things,  and 
that  in  an  action  brought  under  section  7  the  declaration 
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shoald  Beb  f ortti  Jni  c^e  or  more  counte  the  deparaite  ibmg 
or  this^s /declared  to  be  unlawful  by  the  a<;t. 

As  was  said  in  the  opinion  in  the  CiUeycaee,  this  is  not 
the  construction  giv^i  to  the  first  and  second  sections  of 
the  act  by  the  Supreme  Court.  S^dfi  y.  Uniiad  States  196 
U.  S.  875,  396,  25  Sup.  Ct.  276, 49  L.  £d.  518;  United  States 
V.  American  Tobacco  Gompanj/j  281  U,  S.  106,  184,  81  Sup. 
Ct.  682,  65  L.  Ed.  668.  Under  these  decifiions  it  cannot  be 
said  with  confidenoe  that  a  declaration  under  section  7  may 
not  state,  in  a  narrative  form,  a  scheme,  or  plan,  or  oon^i* 
nation,  which,  as  a  whole,  may  constitute  an  unreaaotiable 
or  unctee  restraint  of  trade  within  the  meaning  of  the  act. 

In  the  case  at  bar  I  am  not  prepared  to  say  that  the  dec-» 
laration  does  not  state  sufficient  facte  which,  if  proiredi 
would  show  a  plan  or  combination  in  restraint  of  trade 
within  the  meaning  of  the  act. 

Demurrer  overruled. 


STROUT  V.  UNITED  SHOE  MACHINERT  CO- 
ET  AL.- 

(DlaMct  Oourt,  D.  MaSBadmssttB.    September  15^  iei8.) 

[208  Fed.  Rep.,  646.] 

rtXAJima  (I  190) — ItfcwfmerrEnn  AxusAnoivs^-BinDCT.— VHiere,'  fn 
a  suit  bf  a  sabstitated  trustee  of  a  corporation  to  recover  damages 
alleged  to  have  resulted  to  the  corporation's  business  from  a  secret 
conspiracy  by  defendants  in  alleged  violation  of  the  Anti-Trust  Act, 
plaintlir  described  himself  as  trustee  of  the  corporation,  and 
aUeaed  that  be  had  been  appointed  substituted  trustee  In  a  0c#- 
ceeding  in  Maine  for  the  dissolution  of  the  corporation,  and  that 
the  decree  Tested  in  his  predecessor  all  tiie  corporation's  cfaoeea  in 
action,  property,  etc,  and  that  he  had  succeeded  thereto,  and  had 
received  authority  to  collect  all  debts  and  claims  due  the  corpora- 
tion, his  denial  hi  a  replication  that  the  corporation  or  its  officers* 
after  tlie  decree  had  been  entered,  were  without  control  of  t&e  cor- 
poration's affairs  or  management,  was  ineonsistent  with  the  allega- 
tions of  Ws  declaration*  and  no  force  could  be  giren  thereto.* 

[Ekl.  Note.--For  other  cases,  see  Pleading,  Cent  Dig.  ii  358-384; 
Dec  Dig.  I  180.] 

•Foryrior  optnioBS  (1»  Fed.  818),  see  anie,  page  5251  taOB  SM. 
002),  see  afite»  page  54a 
*  SyUabns  copyrighted  1918,  1914,  by  West  Publishing  Oompany. 
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OoBPOBA-nom  (I  019)— Acts  Afibb  DxasoLunoN— Liabujtt  or  Or- 
ncBBs  TO  Tbustkb. — Where  a  trustee  waa  appointed  for  a  corpora- 
tion in  dissolution  proceedings  February  17,  1905,  and  a  substi- 
tuted trustee  tliereafter  sued  [647]  defendants,  who  controlled 
the  corporation,  for  alleged  injuries  to  its  business,  charging  that 
tiiey  so  managed  the  corporation  as  to  destroy  its  competition  with 
another  corporation,  and  refused  to  permit  use  of  patents  owned 
by  plaintilTs  company,  or  permit  it  to  do  business,  plaintiff  could 
not  recover  for  any  of  such  alleged  acts  committed  after  the  date 
of  the  appointment  of  a  trustee,  since  from  that  time  defendants 
were  not  in  control  of  the  company. 

[Ed.  Note. — ^For  other  cases,  see  Ck>iporations,  Cent  Dig.  %%  2459, 
2460;  Dec.  Dig.  %  619.] 

Limitation  of  Actions  (I  34) — ^Dissolution  of  Cobpobation — Ac- 
tion BY  Tbustee. — ^A  trustee  of  a  corporation,  appointed  in  disso- 
lution proceedings,  could  not  recover  damages  alleged  to  have  re- 
sulted to  its  business  from  a  conspiracy  of  those  previously  in 

.  control,  preventing  the  corporation  from  doing  business  and  using 
its  patents,  where  the  acts  charged  were  committed  more  than  six 
years  prior  to  the  date  of  the  writ 

[Ed.  Note. — For  other  cases,  see  Limitation  of  Actions,  Cent 
Dig.  %%  151-157;  Dec.  Dig.  I  34.] 

Limitation  of  Ations  (§  192) — ^Reply — Fbauduubnt  Conckal- 
MENT. — Where  plaintiff  alleges  fraudulent  concealment  in  reply  to 
a  defense  of  limitations,  it  is  not  sufficient  to  allege  generally  that 
defendants  fraudulently  concealed  the  cause  of  action,  but  the  fraud 
whereby  such  conpealment  was  effected  must  be  specified;  nor  will 
specific  allegations  of  frauds  or  falsehoods  by  the  defendants  suf- 
fice, unless  concealment  of  the  cause  of  action  would  necessarily 
follow  from  them. 

[Ed.  Note. — For  other  cases,  see  Limitation  of  Actions,  Cent 
Dig.  Sfi  699-702 ;  Dec.  Dig.  I  192.] 

Limitation  of  Actions  (§  192) — Pleading — Fbattdxtlent  Oonceait 
MENT. — ^Plaintiff,  in  alleging  fraudulent  concealment  in  reply  to  a 
defense  of  limitations,  must  specify  the  date  and  circumstances  of 
his  discovery  of  the  cause  of  action,  and  show  that,  though  he 
exercised  reasonable  diligence,  he  was  unable  to  discover  it  sooner. 
[Ed.  Note. — ^For  other  cases,  see  Limitation  of  Actions,  Cent 
Dig.  SI  699-702 ;  Dec.  Dig.  I  192.] 

Limitation  of  Actions  (I  192)—^F^tAT7Dt7LaNT  Concbalkbnt— Pxjbad- 
iNo. — Where,  in  an  action  by  a  substituted  trustee  of  a  corporation, 
appointed  in  dissolution  proceedings,  against  those  previously  in 
control  of  the  company  for  damages,  due  to  defendants*  acts,  which 
were  alleged  to  constitute  an  unlawful  restraint  of  trade  only,  de- 
fendants pleaded  limitations,  and  there  was  nothing  to  show  a 
fiduciary  relation  between  defendants  and  plaintiff,  or  his  prede- 
cessor, requiring  a  disclosure  of  the  facts,  oof  any  hreaek  itf  •  tnmt 
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alleged  as  a  basis  of  the  actlofn,  thet^  was  nothtag  to  r<lf«ve  pMntf  ff 
from  the  obligation  of  specff^ng  the  fraud  m  a  reply  aHegliig 
fraudulent  concealment  of  the  cause  of  action;  and  lienor  a  reply 
merely  alleging  that  defendants  fraudulently  concealed  the  eaiue 
of  action  from  plaintiff  and  his  predecessor  was  insufUdent 

[Ed.  Note.— For  other  cases,  see  Limitation  of  Actions,  Oent  IMg. 
II  '699-702;  Dtec  Dig.  I  192.] 

Limitation  of  Actions  (I  104) — Cause  of  Action — ^AccanAt — 
FxATTDinfNT  Concealment. — If  defendants,  baring  secured  control 
of  the  G.  Company  by  buying  a  majority  of  its  stock,  elected  officers 
or  directors  of  their  own  choosing,  including  the  three  indlTidual 
defendants,  to  form  the  G.  Company's  entire  board  of  dlrect^vs, 
and  continued  them  in  office  at  successive  elections,  stopping  the 
G.  Company's  business,  and  enforcing  the  disuse  of  Its  patents 
in  order  to  prevent  its  competition  witti  another  concern  in  which 
they  were  interested,  such  acts,  not  having  been  done  in  secret, 
[648]  were  incapable  of  alleged  fraudulent  concealment,  so  as  to 
entitle  the  G.  Company's  trustee.  In  dissolution  proceedings,  to  re- 
cover damages  after  limitations  had  run,  on  the  ground  that  the 
acts  had  been  fraudulently  concealed  by  the  defendants,  and  that 
the  trustee  had  acquired  knowledge  thereof  within  the  period 
limited. 

[Ekl.  Note.— For  other  cases,  see  Limitation  of  Actions,  Cent  Dig. 
II  5U-513;  Dec.  Dig.  I  104.] 

Pleading  (I  360) — ^Avoidance — Fbattdulent  Concealment— Notice — 
Repobts  of  Decided  Cases. — Where,  in  a  suit  by  a  corporation's 
trustee  in  dissolution  proceedings  to  recover  damages  against  de- 
fendants for  an  alleged  unlawful  restraint  of  trade  In  managing 
the  corporation,  defendants  pleaded  limitations,  and  plaintilf  replied 
that  the  cause  of  action  had  been  fraudulently  concealed  by  defend- 
ants, reports  of  decided  cases  involving  the  matters  in  controversy 
could  not  be  resorted  to,  on  a  motion  to  strike  the  replication, 
as  showing  that  defendants*  alleged  acts  were  matters  of  public 
record,  which  they  had  no  power  to  conceal. 

[Sd.  Note.— For  other  cases,  see  Pleading,  Cent.  Dig.  II  1129- 
U46;  Dec.  Dig.  I  360.] 

At  Law.  Action  by  Charles  A.  Strout,  as  substituted 
trustee  ot  the  Qoddu  Company,  against  the  United  Shoe 
Machinery  Company  and  cftiiers.  On  motion  to  strike  out 
amendment  to  special  replication,  and  on  demurrer  to  such 
replication.    Judgment  for  defendants. 

Whipple^  Sears  dk  Ogden  and  Dunbar  <t  Raekemaivnj  all 
of  Boaloii^  Maas.^  for  complainant. 
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Co^Udge  eB  Hiffht^  TT.  H.  OooUdg$,  C.  A.  BifM,  and 
Oharies  F.  Choate,  jt,,  all  of  Boston,  Mass.,  for  defendants. 

DoDW,  Circuit  Judge.  The  pkiutiff's  writ  is  dated  Sep- 
tember 8, 1911.  A  motion  to  dismiss  was  denied,  and  a  plea 
in  abatement  overruled,  March  30, 1912.  195  Fed.  313,  The 
dedaration  was  aknen<ted«  and  a  demnrrer  to  the  amended 
declaration  overruled,  January  31, 1913.  202  Fed.  602.  The 
opinion  then  filed  explains  the  nature  of  the  case  and  siun* 
marizes  the  allegations  of  the  amended  declaration  then 
material. 

On  March  4,  1913,  the  defendants  answered  the  amended 
declaration.  Besides  a  d^ual  of  each  and  every  allegation, 
their  answer  contains,  aim<mg  others,  affirmative  allegations 
in  substance  as  follows: 

The  cause  of  action  declared  on  did  not  aconie  within  six  years 
before  the  saing  oat  of  the  plftintlfTs  writ. 

The  action  was  not  commenced  within  six  years  next  after  the 
cause  of  action  accraed. 

The  company  whereof  the  plafaitifl  is  trustee  was  dissolved  and 
its  charter  terminated  by  decree  of  the  Maine  Supreme  Ck>iirt  en- 
tered February  17,  1905,  in  equity  proceedings  under  Maine  statutes, 
providing  for  voluntary  dissolution  of  corporations;  a  trustee  was 
on  that  day  appointed  to  wind  up  its  alfalrs  according  to  said 
statutes;  and  from  that  day  until  the  present  time,  and  for  more 
thftA  six  years  prior  to  the  bringhig  of  this  suit,  the  entire  control 
and  management  of  its  affairs  was  in  said  court,  and  the  defendants 
have  not  had,  nor  could  have,  anything  to  do  therewith.  The  cause 
of  action  accrued  before  February  17,  1905,  and  not  within  six  years 
prior  to  the  suing  out  of  the  Writ. 

[649]  On  March  26,  1913,  the  defendants  moved  that  the 
plaintiff  be  required  to  reply  to  the  new  matter  thus  set  up 
in  avoidance  of  the  action.  This  motion  was  based  on  the 
provisions  of  Rev.  Laws  Mass.  c.  173,  §  31.  It  was  allowed 
April  3,  1913. 

In  a  "  special  replication,"  filed  April  5, 1913,  the  plaintiff 
admitted : 

*'  That  on  said  date,  F^brttary  17,  1905,  a  trustee  was  appointed, 
as  provided  by  the  iM^atiites  of  the  Statte  of  Maine,  to  wind  up  the 
aifatfs  of  the  corporation  *' 

— and  denied  all  the  remaining  allegations  above  summarized 
from  the  answer. 
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On  April  10, 1918,  the  defendants  demurred  to  this  special 
replication,  assigning  causes  of  demurrer  below  considered. 

On  April  12,  1913,  the  plaintiff  moved  to  strike  out  this 
demurrer,  for  the  alleged  reasons  that  the  replication  is  in 
exact  compliance  with  the  motion  to  require  it,  and  the 
statute  whereon  the  same  was  based;  it  contains  no  new 
allegations  not  contained  in  the  amended  declaration,  and 
can  therefore  raise  no  new  issue  not  open  on  demurrer  to 
the  declaration;  it  does  not  in  fact  taise  any  such  new  issue; 
Ser.  Laws  Mass.  c.  173,  §  31,  was  not  intended  to  enable  a 
defendant,  by  an  order  requiring  a  replication,  to  continue 
to  file  dilatory  pleadings  preventing  the  plaintiff  from  pro- 
ceeding to  trial.    This  motion  was  denied  April  28,  1918. 

On  May  8,  1918,  the  special  replication  was  amended  by 
adding  thereto  the  following: 

"The  plaintiff  fortlier  says  that  the  defendants  and  each  of  them 
(in  pursuance  of  the  plan  and  conspiracy  set  forth  in  his  amended 
declaration)  fraudulently  concealed  the  cause  of  action  set  fSorth 
in  said  amended  declaration  from  the  knowledge  of  the  trustee  ap- 
pointed on  February  17, 1905,  as  aforesaid,  and  that  said  trustee  did 
not,  prior  to  six  years  before  the  commencement  of  this  action,  or 
for  some  time  thereafter,  discover  said  cause  of  action.** 

On  May  16,  1913,  the  defendants  moved  (leave  to  do  so 
having  been  reserved  to  them  when  the  above  amendment 
was  allowed)  to  strike  out  the  amendment  on  the  ground 
that  it  is  manifestly  false  and  sham  pleading.  In  their 
motion  they  alleged,  among  other  things: 

That  it  is  manifest  on  the  face  of  the  record  that  the  cause  of 
action  and  the  matters  and  things  complained  of  in  the  declaration 
could  not  be  concealed  by  the  defendants,  not  being  within  their 
control  or  secret  knoweldge,  but  being  matters  of  record  or  of  com- 
mon knowledge,  presumed  to  hare  been  known  by  the  trustee,  of 
which  he  had  means  of  discovery,  and  must  have  discovered  if  he 
exercised  due  diligence. 

That  it  is  of  public  record  and  general  knowledge  that  the  claims 
whereon  the  cause  of  action  is  based  have  been  litigated  in  the  Mas- 
sachusetts courts  for  more  than  ten  years  before  this  suit  was 
begun.     (Oertain  Massachusetts  deciaioos  were  here  cited.) 

That  the  plaintiff  ought  not  to  be  allowed  to  evade  the  question 
raised  under  the  statute  of  limitations  by  their  demurrer  tQ  the 
replication,  by  thus  amending  said  replication. 
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On  May  16,  1918,  the  defendants  also  demurred  to  the 
replication  as  amended,  assigning  the  grounds  assigned  in 
their  demurrer  to  the  [660]  original  replication,  with  oth- 
ers. These  grounds  are  now,  after  a  hearing  had,  to  be 
considered. 

[1]  The  plaintiff's  denials,  in  his  replication,  of  the  de- 
fendants' allegations  that  the  Goddu  Company,  whereof 
he  is  trustee,  was  dissolved  and  its  charter  terminated  by 
the  decree  of  the  Maine  court,  and  that  from  and  after 
the  date  of  that  decree  the  entire  control  and  management 
of  the  company's  affairs  was  with  the  Maine  court,  and 
not  with  the  defendants,  and  that  the  defendants  neither 
had  nor  could  have  any  control  or  management  of  said 
affairs  after  said  date,  seem  to  me  wholly  inconsistent  with 
his  own  allegations  elsewhere  regarding  the  decree  referred 
to  and  its  effect,  as  well  as  with  his  admission  above  quoted 
from  his  replication. 

In  his  writ  the  plaintiff  describes  himself  as  trustee  of 
the  company.  In  his  declaration  he  says  he  is  successor  as 
trustee  to  Whitehouse,  appointed  trustee  by  the  Maine 
court's  decree  of  February  17,  1906,  "in  a  proceeding  in 
equity  for  the  dissolution  of  said  corporation  and  the  ap- 
pointment of  a  trustee  to  wind  up  its  affairs  in  acc(»*dance 
with  the  statutes  of  Maine  in  such  case  made  and  provided.'' 
In  the  same  declaration  he  further  says  that  the  decree 
vested  in  said  Whitehouse,  as  statutory  successor  and  quasi 
assignee  of  the  company,  all  its  property,  debts,  claims,  and 
choses  in  action;  also  that  by  Whitehouse's  resignation,  and 
his  own  appointment  in  Whitehouse's  place  by  the  same 
court,  he  had  succeeded  to  Whitehouse  in  title  to  all  the 
company's  property  and  rights  of  action;  and  in  the  same 
declaration  he  says  he  has  been  duly  appointed  by  the 
same  court  to  collect  all  debts  and  claims  due  the  company, 
and  to  take  possession  of  all  its  property,  of  every  name 
and  nature. 

The  Maine  statutes  here  referred  to,  the  proceedings  under 
them  in  the  Maine  court,  and  the  effect  of  these  proceed- 
ings have  been  considered  in  the  opinion  dated  March  SO, 
1912,  upon  the  plea  in  abatement  and  motion  to  dismiss 


Digitized  by  VjOOQIC 


650  Ml  nUNBUS^  lBtm9»i,  <«u 

ift  this  OiM.  195  F^.  SIS*  It  was  tbete  beld*  in  the  plion- 
tiff's  faTQr,  that  the  trustee  appointed  in  1905  had  capadtj 
to  bring  thia  wit,  beoause  his  appointnaent  vested  him,  by 
operation  of  law,  with  the  title  of  the  dissolved  corporation 
(195  Fed.  321,  822)  and  that  his  power  to  sue  was  unaf- 
fected bgr  the  lioiit  of  three  years  during  which  the  statutes 
allowed  the  coppovate  existenoe  of  the  company  to  continue, 
for  certain  limited  purpoves,  after  its  final  dissolution  by 
the  deoree  entered  February  17, 19Q5. 

[2,  3]  Having  admitted  ««  above,  |is  well  as  having  al- 
leged it  on  bis  own  behalf,  that  a  trustee  was  appointed 
by  that  decree  under  the  statutes  mentioned  to  wind  up  the 
dissolved  company'^  affajur^,  I  am  unable  to  see  how  any 
effect  can  be  given  to  any  denial  by  the  plaintiff  that  the 
company  or  its  officers  were,  after  the  decree  had  been  en- 
tered, without  control  of  its  affairs  or  management.  The 
record  shows  that  these  statements  were  not  open  to  denial 
by  him.  No  denial  such  as  the,  plaintiff  now  attempts  can 
stand  wiih  his  own  allegations  and  admissions.  I  am  obli^d 
to  consider  it  dear  as  matter  of  law  upon  the  record  t^at 
no  act  complained  of  by  him  as  unlawf ul^  and  as  havij]^ 
iiijuiod  the  Goddu  Con^pany  in  its  business  or  property, 
[%61]  <H>uld  have  been  d/^ne  by  the  defendants  after  Feb- 
ruary 17,  1905.  The  meire  existence  of  the  allied  combi- 
nation or  conspiracy,  however  long  continued,  could  not 
luLve  injured  that  company's  business  or  property,  nor  has 
the  plaintiff  said  that  its  Easiness  or  property  were  thus 
injured.  Acta  which  the  defendants  had  planm^d  to  do, 
as  part  of  their  alleged  combination  or  conspiracy,  must 
have  been  done  by  the  defendants,  and  must  have  caused 
the  injuries  complained  of,  if  recovery  for  them  is  to  be 
had  under  the  Anti-Tr\ist  Act.  The  injuries  complained 
of  are  (1)  waste  of  the  Qoddu  Company's  assets  by  enforced 
disuse,  and  (2)  loss  through  snch  disuse  of  the>  value  of 
its  patents,  etc.,  until  they  were  about  to  expire*  The  de- 
dendanta'  acts  alleged  to  have  inflicted  these  injuries  are 
(1)  so  managing  the  Goddu  Company  as  to  prevejot  or  de- 
stroy its  competition  wit^  the  defendant  United  Shoe  Ma- 
ohinary  Company,  instead  of  carrying  on  ^pd  developing 
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ite  i^Yin  busiiMss,  and  (9)  refusing  to  caise  it  to  oae  its 
own  pateEQts  pr  let  it  do  ^nJ  business.  O^fy  whiI^  the  d^- 
fendimts  held  their  alleged  control  of  the  Goddu  Company 
could  they  have  done  any  of  these  acts.  Only  while  it  was 
capable  of  doing  business  could  its  business  have  been  in- 
jured by  such  acts.  The  declaration  alleges  that  tiie  acts 
were  done  by  virtue  of  the  same  alleged  control,,  without 
whidi  allegation,  indeed,  it  would  not  have  m^ade  the  acts 
appear  a?  unlawful  under  the  statute.  That  none  of  the  acts 
referred  to  could  have  been  done  after  title  and  possession 
of  all  the  Goddu  Ciompany's  property,  of  every  kind,  had 
passed  from  it  to  a  trustee,  in  dissolntion  proceedings  of 
the  kind  alleged  and  admitted  as  above,  and  that  the  defend- 
ants' alleged  control  of  the  company  was  of  necessity  ended 
by  such  appoisutment,  as  weU  as  its  capacity  to  4o  business 
capable  of  injury  by  them,  I  must  r^ard  as  obvious.  If 
SO,  no  injury  for  which  the  cojgapany  or  its  trustee  can  re- 
cover can  have  beei^  done  to  it  within  six  years  prior  to  the 
date  of  the  writ.  The  demurrer  to  the  replication,  so  far 
as  it  rests  on  the  grounds  Q\imbered  &-12,  incliisive,  is 
therefore  sustained. 

The  amendment  to  the  replication  is  an  attempt  to  avert 
the  above  conclusion  by  setting  up  that  the  trustee  under  the 
appointment  made  Februaory  17,  1905  (or  his  successor,  the 
plaintiff),  did  not  find  out  that  any  cause  of  action  existed 
prior  to  that  time;  the  same  having  been  fraudulently  con- 
cealed by  the  defendants,  and  not  discovered  by  the  trustee 
until  within  six  years  before  the  date  of  the  writ 

[4]  A  plaintiff  who,  in  reply  to  a  de&nse  setting  up  the 
statute  of  limitations,  alleges  fraudulent  concealment  of  a 
cause  of  action  by  the  defendant,  is  required  to  specify  the 
fraud  whereby  such  concealment  was  effected.  It  is  not 
sufficient  to  allege  generally  that  the  defendant  fr^dulently 
concealed  the  cause  of  actiQ^«  without  further  speei|fication. 
This  ig  one  of  the  cases  wherein  a  general  allegation  of 
Iraud  is  not  enough.  Nor  will  specii^  allegajtions  of  frauds 
or  falsehoods  by  the  defendant  suffice,  miless  conceaVnent  of 
the  cause  of  action  woul4  W^essari^  follow  from  them. 
Wood  V.  Carpenter,  101  U.  S.  136,  139,  25  L.  Ed.SpTt 
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[5]  A  plaintiff,  answering  such  a  defense,  is  iilso  required 
to  speci  [652]  fy  the  date  and  circumstances  of  his  discov- 
ery of  the  cause  of  action,  and  his  allegations  must  show 
that  he  exercised  reasonable  diligence,  yet  was  unable  to 
discover  it  earlier.  17ood  v.  Carpenter^  101  U.  S.  185,  140, 
25  L.  Ed.  807;  Hardt  v.  Heidweyer,  152  U.  S.  547,  559,  5«0, 
14  Sup.  Ct  671,  88  L.  Ed.  548. 

[6]  No  such  specifications  are  found  in  the  plaintiff's  re- 
plication as  amei|ded.  The  amcindment  amounts  to  no  more 
than  a  bare  allegation  that  the  defendants  fraudulently  con- 
cealed the  cause  of  action  from  him  or  his  predecessor.  No 
attempt  is  made  in  it  to  comply  with  either  of  the  above 
requirements,  nor  does  the  bracketed  clause,  asserting  the 
concealment  to  have  been  ^  in  pursuance  of  the  plan  of  con- 
spiracy set  forth,"  in  the  declaration,  do  anything  toward 
supplying  what  is  deficient.  The  plaintiff  says  that,  be- 
cause he  had  alleged  three  of  the  defendants  to  have  been 
officers  of  the  Groddu  Company  when  the  acts  claimed  to 
have  injured  that  company  were  done,  the  above  require- 
ments do  not  apply.  It  is  true  that,  when  the  cause  of  ac- 
tion is  fraud  or  breach  of  trust,  secret  in  its  nature,  and 
there  are  fiduciary  relations  requiring  disclosure  by  the  de- 
fendants, fraudulent  concealment  of  the  cause  of  action  may 
appear  from  the  transaction  itself,  sufficiently  for  the  pur- 
pose of  preventing  the  statutory  limitation  from  beginning 
to  nm.  But  this  plaintiff  has  not  made  the  defendants'  acts 
complained  of  appear  to  have  been  secret  in  their  nature,  or 
such  that  their  existence  could  not  be  readily  ascertained ; 
nor  has  he  made  it  appear  that  any  fiduciary  relations  re- 
quiring disclosure  existed  between  himself  or  his  predecessor 
and  the  defendants.  Nor,  if  he  had  made  these  things 
appear,  has  he  based  his  claim  upon  fraud  or  breach  of 
trust.  His  cause  of  action  is  unlawful  restraint  of  trade 
only.  There  is  nothing,  therefore,  which  relieves  him  from 
specifying  as  ordinarily  required,  if  he  undertakes  to  assert 
fraudulent  concealment  of  the  cause  of  action  in  order  to 
escape  the  statute  of  limitations,  and  I  must  sustain  the 
demurrer  so  far  as  it  rests  on  the  grounds  number  7a-7e, 
inclusive. 
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[7]  The  defendants  contend  that  all  the  acts  complained 
of  in  the  declaration  as  having  injured  the  Goddu  Com- 
pany's business  or  property  appear  from  the  declaration 
itself  to  have  been  incapable  of  concealment,  and  that  the 
amendment  to  the  replication  therefore  makes  the  replica- 
tion inconsistent  with  the  declaration  itself.  In  this  I  am 
obliged  to  think  they  are  right.  If  their  control  of  the 
Goddu  Company  was  acquired  by  buying  a  majority  of 
its  stock  after  negotiations  with  certain  of  its  stockholders 
who  owned  it,  if  they  thereupon  elected  officers  or  directors 
of  the  defendant  Shoe  Machinery  Company,  including  the 
three  individual  defendants,  to  form  the  entire  board  of 
directors  of  the  Groddu  Company,  and  continued  them  in 
office  at  successive  elections,  and  if  they  stopped  the  Goddu 
Company's  business  and  enforced  disuse  of  its  patents  by 
exercising  the  control  thus  acquired,  the  supposition  that 
these  doings  might  have  been  fraudulently  concealed  does 
not  seem  to  me  entitled  to  serious  consideration.  The  dec- 
laration does  not  allege  that  these  things  [658]  were  done 
in  secret,  and,  as  has  appeared,  the  latter  allegation  that 
they  were  fraudulently  concealed  is  unsupported  by  sped- 
£cations.  The  plaintiff  says  that  these  acts  were  made 
unlawful  by  the  purpose  of  the  defendants,  in  combination, 
to  do  the  above  acts  in  restraint  of  trade,  and  that  this  pur- 
pose, if  not  disclosed  to  the  trustee,  was  fraudulently  con- 
cealed. No  doubt  it  may  be  assumed  that  such  a  purpose, 
apart  from  the  acts  done,  would  not  be  disclosed;  but, 
except  so  far  as  its  existence  is  established  by  the  alleged 
acts  done,  I  do  not  see  how  it  could  have  afforded  this 
plaintiff  any  cause  of  action.  The  demurrer  is  sustained 
so  far  as  it  rests  upon  the  ground  numbered  7f . 

The  defendants  contend  that  the  amended  declaration 
must  be  taken  to  have  fully  and  finally  set  forth  the  cause 
of  action,  and  that,  when  the  plaintiff  undertakes  to  say 
in  his  amended  replication  that  the  cause  of  action  was 
fraudulently  concealed  '^  in  pursuance  of  the  plan  and  con- 
spiracy^ described  in  the  declaration,  he  so  modifies  or 
adds  to  the  description  there  given  as  to  present  a  cause  of 
action  different  in  some  respects  from  that  therein  stated. 
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The  defeu^fOitB  c^atend  that  notbuig  of  this  kind  c|a  be 
done  in  «i  replication^  that  the  attempt  bo  do  it  con^itutes 
a  ^^  departure  "  in  pleading,  and  of  itself  makes  the  replica- 
tion bad  on  demurrer.  If  the  allegation  referred  tp  must 
be  understood  as  setting  up  another  act,  planned  as  part 
of  the  combination  or  conspiracy  complained  of,  and  there- 
after done  by  the  defendants  to  the  Goddu  Company's  in- 
jury, I  think  their  contention  right,  and  sustain  their  de- 
murrer on  the  grounds  numbered  3-6,  inclusive.  If  the 
words  quoted  need  not  be  so  understood,  and  the  declaration 
seems  to  me  so  framed  as  to  leave  this  subject  to  some 
doubt,  they  are  without  importance  upon  the  questions 
raised  by  this  demurrer. 

[8]  Th^  defendants'  motion  to  strike  out  the  amendment 
to  the  replication  is  based  in  part  upon  grounds  already  con- 
sidered in  dealing  with  their  demurrer.  It  is  also  based 
upon  allegations  th^t  the  facts  foui;id  or  recited  in  Con- 
verse et  (d.  V.  United  Shoe  Machinery  Co.  185  Mass.  422, 
70  N.  E.  iMj  a^d  209  Mass.  539,  95  N.  £.  929,  show  th^ 
existence  of  the  claims  upon  which  the  cause  of  action  in 
this  case  is  based  to  have  been  matters  of  public  record, 
not  within  the  defendants'  power  to  conceal,  of  which  the 
trustee  had  ample  means  of  knowledge,  and  which  he  could 
not  have  failed  to  know  had  he  exercised  diie  diligence. 
Although  it  appears  from  the  above  reports  of  these  cases 
that  the  first  case  was  decided  in  1904,  and  was  brought 
against  the  defendants  here  by  minority  stockholders  of 
the  Goddu  Company,  for  injury  to  their  interest  therein, 
alleged  to  have  been  done  by  the  defenditnts  while  in  con- 
trol of  that  company,  acquired  by  conspiracy  to  obtain 
such  control,  also  that  the  second  suit,  decided  in  September, 
1911,  was  brought  by  the  same  minority  stockholders  in 
equity,  against  the  same  defendants  and  the  Groddu  Com- 
pany, to  redress  the  sjime  alleged  injuries,  and  upon  t}xe 
claim  that  the  defendants  attempted  to  create  a  monopoly, 
I  am  not  satisfied  that  the  reports  cited  can  properly  be  re- 
sorted to,  upon  a  motion  of  this  kind,  for  the  piirpp^  of 
establishing  the  conclusion  for  which  the  defenda^.t^  CQJX- 
tend.    Having  sustained  the  L^^^J  demujcrer  to  the  amen4- 
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ed  replicaidoii,  I  shall  <kny  the  motion  to  strike  out  the 
amendment. 

If  the  demurrer  has  been  rightly  sustained,  the  defense 
that  the  suit  is  barred  by  the  statute  of  limitations  has  not 
been  met.  Judgment  iis,  therefore,  to  be  entered  for  the  de- 
fendants. 


CILLEY  V.  UNITED  SHOE  MACHINERY  CO. 

(IMatrlct  Oenrt),  D«  Ifaasaehuaetts.    Jancary  31,  19i8.) 

[202  Fed.  Rep.,  508.] 

PuD^DiNO  (i  Q4) — jyuTucuY—Yioj^Tioft  or  Anti-Tbust  Aqi^^Since 
the  thing  forbidden  by  Anti-Trust  Act  July  2,  1890,  c.  647,  IS  1,  2, 
26  Stat  200  (IT.  S.  Ck)mp.  St.  1001,  ]>.  8200),  may  consist  of  a  scheme 
or  an  unlawful  combination  as  a  wliole,  a  declaration  for  civil 
damages  authorized  by  section  7,  charging  in  a  single  count  that 
defendant  was  an  illegal  combinatioa  in  restraint  of  trade,  etc., 
and  that  by  reason  of  consj^ziacy  and  mo^qpoly  defendai^t  had 
practically  monopolized  the  entire  business  of  manufacturiog  shoe 
nuichinery  in  the  United  States,  and  had  utterly  destroyed  plain- 
tifrs  interstate  trade  and  commerce  in  such  machinery  and  ren- 
deeed  plaintiff's  patents  valueless,  etc.,  was  not  obJectlonaMe  for 
(JVPUcity  and  uaoertaiuty  oo  the  theory  Itot  each  one  of  the 
things  forbidden  in  sections  1  and  2  were  distinct  offenses,  and 
that  the  declaration  should  charge  such  separate  offenses  \fx  sepa- 
rate counts.* 

[Bd.  Note.— For  other  cases,  see  Pleading,  Cent.  Dig.  H1S4-137; 
Dec.  Dig.  I  64.] 

MoNOPOuas  <l  28) — SHCBMAif  Act— Violation — Civzl  Damaoes — 
Dbclaxation. — ^A  declaration  for  civil  damages  for  violation  of 
Anti-Trust  Act  July  2,  1890,  c.  647,  26  Stat  209  (U.  S.  Comp.  St 
1901,  p.  8200),  alleged  that  defendant  was,  and  since  its  organi- 
zation had  been,  an  illegal  combination  in  restraint  of  trade  and  a 
ipooc^ly,  that  aach  of  its  leases  of  maehiAory,  copies  pf  which 
were  annexed,  was  a  coptract  in  vefstraipt  of  trade  a^d  CQmmerc^ 
and  that  defendant  by  a  created  scheme  and  conspiracy  monopo- 
lized the  entire  trade  in  shoe  machinery  and  had  excluded  plaintiff 
froaa  partielpfttien  therein.  It  also  charged  that  by  reason  ol  such 
omaplraaii  and  nMnapoiy  defendant  ted  pra«tnted  tOaintltt  t$cm 
seUiQg.  sh<|^  ffMidOnary  ^ivecttfb  tar  9laiM«f s  tpalenlw  and  Iwd  reo- 

■   ■  ■  ■         •       '•  m  ^-  I    ■*'■ 

•Syilabuff  copyrighted,  1913,  by  West  Publishing  Compw- 
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dered  tbe  same  valueless,  etc;    JETeM,  that  the  conplalnt  was  not 
demurrable  for  want  of  facts. 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Gent  Die.  I  18; 
Dec.  Dig.  fi  28.] 
Monopolies  (I  28) — Civit  Damages — ^Deci^aeation — Injuet. — ^The 
declaration  sufficiently  alleged  Injury  to  plalntlfTirt  business  and 
property  by  reason  of  defendant's  unlawful  acts  to  withstand  a 
demurrer. 

[fid.  Note.— For  other  cases,  see  Monopolies,  Gent  Dig.  I  18; 
Dec.  Dig.  I  28.] 

At  Law.  Action  by  Harry  £.  Cilley  against  United  Shoe 
Machinery  Company.  On  demurrer  to  declaration.  Over- 
ruled. 

[699]  Everett  N.  Curtis^  of  Boston,  Mass.,  for  plaintiff. 
CooUdge  dk  Eighty  of  Boston,  Mas&)  for  defendant 

Cour,  Circuit  Judge. 

This  case  is  now  before  the  court  on  demurrer  to  the 
declaration. 

The  case  is  an  action  at  law  brought  under  section  7  of 
the  act  of  Congress  of  July  2,  1890,  known  as  the  Anti- 
Trust  Act  (26  Stat.  210,  c  647  [U.  S.  Comp.  St  1901,  p. 
8202]). 

Section  7  reads  as  follows: 

"  Sec  7.  Any  person  who  shall  he  injured  in  his  business  or  prop- 
erty by  any  other  person  or  corporation  by  reason  of  anything  for- 
bidden or  declared  to  be  unlawful  by  this  act  may  sue  therefor  in 
any  Circuit  Court  of  the  United  States  in  the  district  in  which  the 
defendant  resides  or  is  found,  without  respect  to  the  amount  in 
controversy,  and  shall  recover  threefold  the  damages  by  him  sus- 
tained, and  the  costs  of  suit,  including  a  reasonable  attorney's  fee.'* 

The  essential  ayerments  in  a  declaration  under  this  sec- 
tion would  appear  to  be:  (1)  That  the  defendant  has  done 
one  or  more  of  the  things  forbidden  by  the  first  and  second 
^sections  of  the  statute;  (2)  that  by  such  action  of  the  de- 
fendant the  plaintiff  has  been  injured  in  his  buainefls  or 
property;  and  (8)  that  damiiges  were  sustained.  People^s 
Tobacco  Co.  V.  American  Tobacco  Co..  170  Fed.  S96,  407,  95 
C.  a  A.  666. 


Digitized  by  VjOOQIC 


onxBY  V.  uinxsD  shob  MAtmnrsBY  oo.        567 

OpiBloft  ef  tbe  Omirt 

The  declaration  in  the  case  at  bar  is  limited  to  a  single 
count  in  a  narrative  form.  It  comprises  13  printed  pages, 
and  with  the  attached  exhibits  some  69  printed  pages.  Both 
the  briefs  of  counsel  contain  an  accurate  summary  of  the 
declaration,  which  may  be  stated  as  follows: 

It  alleges  in  detail  the  establishment  of  the  shoe  machin- 
ery business  of  the  plaintiff  at  Boston  in  1893,  his  engaging 
thereafter  in  interstate  commerce,  his  building  up  of  the 
business,  his  procuring  of  patents  and  the  construction  of 
shoe  machines  thereunder,  the  expenditure  of  nearly  $100,- 
000  to  develop  the  business,  the  profits  of  the  business  im- 
mediately prior  to  the  alleged  wrongful  acts  of  the  defend- 
ant and  the  entire  loss  of  profits  thereafter,  a  list  of  the 
customers  with  whom  he  had  done  business  and  persons 
with  whom  he  was  negotiating  for  further  business,  the 
trade  conditions  prior  to  the  organization  of  the  defendant 
company,  the  illegal  combination  and  conspiracy  of  its 
promoters,  the  organization  of  the  company,  its  acquisition 
of  competing  concerns,  its  utilization  of  leases  and  licenses 
as  an  instrumentality  to  create  an  illegal  monopoly  and 
combination  (the  general  forms  of  leases  and  licenses  being 
set  forth  verbatim  in  an  exhibit),  the  effect  of  these  leases 
and  licenses  in  excluding  the  plaintiff  from  the  market,  the 
attempt  through  the  leases  and  licenses  to  extend  the  scope 
and  operation  of  the  defendant  company's  patents,  the  su- 
perior merit  and  efficiency  of  the  plaintiff^s  line  of  shoe  ma- 
chinery, the  threats  of  the  officers  of  the  defendant  com- 
pany to  the  plaintiff  made  in  pursuance  of  its  scheme  to 
monopolize,  the  destruction  of  the  established  business  and 
interstate  commerce  of  the  plaintiff,  the  diversion  of  his 
customers,  the  destruction  of  the  value  of  his  patent  inter- 
ests, and  others  injuries  to  his  business  and  property. 

[600]  In  the  two  final  paragraphs  of  the  declaration  the 
plaintiff  thus  sums  up  his  cause  of  action  and  the  damages 
alleged: 

"  18.  Accordingly,  the  plaintiff  says  that  the  defendant  is  and  has 
been  since  its  organization  an  illegal  combination  in  restraint  of  trade 
ar  1  a  monopoly  existing  wrongfully  and  in  violation  of  the  a«t  of 
Oongress  of  July  2,  1880,  cbaipter  047,  ccKumonly  known  as  the  Sher- 
man Act;  that  each  and  every  one  of  the  leases,  copies  of  which  are 
hereto  annexed,  is  a  contract  in  restraint  of  trade  and  commerce 
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among  the^eteria  Sfet«B  and  trtth  foreign  natioas.  In  that  the  effect 
has  been  to  prevent  practieally  all  of  tbe  shoe  ownufactHrers  in  the 
United  States  from  purchasing,  leasing,  or  otherwise  acquiring  or 
obtaining  in  any  of  the  States  of  the  United  States  or  in  any  foreign 
market  or  elsewhere,  except  from  the  defendant  shoe  machinery  and 
mechanisms ;  that  said  group  or  system  of  leases  which  t3ie  defendant 
has  required  and  secured  to  be  signed  by  nearly  all  the  shoe  manu- 
facturers in  the  United  Btateti  have  created  and  now  xaaintain  a 
conspiracy  and  combination  In  restraint  of  trade  and  commerce 
among  the  several  States  and  with  foreign  nations,  to  which  the 
defendant  and  all  its  acquired  concerns  and  companies  are  parties, 
whereby  Che  defendant  has  monopolised  and  now  monopolizes  sub- 
stantially tbe  entire  trade  and  commerce  in  shoe  machinery  and 
mechanisms  among  the  several  States  and  with  foreign  nattoos  and 
suppresses  all  competition  therein,  and  has  entirely  excluded  the 
plaintiff  from  participation  in  such  trade  and  commerce;  that  said 
leases  are  essential  parts  of  an  illegal  scheme,  combination,  and 
conspiracy  in  restraint  of  trade  and  commerce,  and  have  been  utilized 
by  the  defendant  as  an  important  instrum^tality  in  creating  and 
supporting  its  Illegal  monoi^oly  In  the  bustneas  of  dealing  in  and 
with  shoe  machinery  and  mechanfisms. 

"14.  That  through  and  by  reason  of  the  said  conspiracy  and 
monopoly  acquired  by  the  defendant  company  of  practically  the  en- 
tire business  of  manufacturing  shoe  machinery  throughout  the  United 
States  the  plaintiff  has  been  prevented  from  selling  shoe  machinery 
manhfactured  by  him,  including  machines  covtefed  by  said  patents 
relating  thereto  enumerated  in  paragraph  1  to  the  manufacturers 
included  in  Exhibit  A  and  to  the  other  shoe  manufacturers  in  the  vari- 
ous States  of  the  United  States,  and  by  means  of  each  and  all  acts 
done  by  the  defendant  in  pursuance  of  said  monopoly  the  defendant 
has  utterly  destroyed  the  interstate  trade  and  commerce  uf  the 
plaintiff  with  said  shoe  manufacturers  by  the  loss  of  many  orders 
and  customers  directly  resulting  therefrom,  the  Interests  of  the  plain- 
tiff in  the  afbresaid  patents  enumerated  in  pairagraph  1  have  been 
rendered  valueless,  and  the  plaintiff  has  otherwise  been  greatly  in- 
jured in  his  business  and  property  by  reason  of  said  monopoly  and 
the  acts  of  the  defendant  done  in  pursuance  thereof,  and  to  carry 
the  same  into  effect,  which  are  declared  to  be  unlawftfl  by  the  afore- 
said act  of  Ck>ngre^  of  July  2,  1800,  ^Hitpter  e4T,  to  the  amdunt 
of  three  huhdrad  th<msaod  ($800,000)  doUars,  to  reeow  threef^d 
which  damages  and  costs  of  suit,  including  a  reasonable  attorney's 
fee  under  section  7  of  said  act,  this  suit  is  brought." 

The  several  grounds  of  domurrer  may  be  grouped  under 
three  heads  : 

(1)  That  the  dedftintion  is  bad  for  duplicity  and  unoer- 
taiiity. 
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(2)  That  the  declaration  fails  to  set  forth  with  substantial 
certainty  substantive  facts  showing  that  the  defendant  has 
been  guilty  of  anything  forbidden  or  declared  to  be  unlawful 
by  the  Anti-Trust  Act. 

(t)  That  the  declaration  fails  to  show  that  the  plaintiff 
has  been  injured  in  his  business  or  property  by  reason  of 
anything  forbidden  or  declared  to  be  unlawful  by  this  act. 

[1]  1.  With  respect  to  the  first  ground  of  demurrer,  it  is 
by  no  means  clear  under  the  recent  decisions  of  the  Supreme 
Court  that  this  declaration  is  bad  for  duplicity  and  uncer- 
tainty. 

In  the  construction,  of  this  statute  the  Supreme  Court 
has  held  that  the  thing  forbidden  by  the  statute  may  reside 
in  the  scheme  or  combi  [601] nation  considered  as  a  whole. 
In  Swift  V.  United  States,  196  U.  S.  375,  396,  26  Sup.  Ct. 
276,  279  (49  L.  Ed.  518),  the  court  said: 

"The  scheme  as  a  whole  seems  to  us  to  be  within  reach  of  the 
law.  The  constituent  elements,  as  we  have  stated  them,  are  enough 
to  give  to  the  scheme  a  body,  and,  fbr  all  that  we  can  say,  to  accom- 
pilsh  It.  Moreover,  whatever  we  may  think  of  them  separately  when 
we  take  tbeln  up  as  distinct  charges,  they  are  aUeged  sufficiently  as 
elements  of  the  scheme.  It  is  suggested  that  the  several  acts  charged 
are  lawful  and  that  Intent  can  make  no  difference.  But  they  are 
bound  together  as  the  parts  of  a  single  plan.  The  plan  may  make 
the  parts  unlawful." 

Again,  in  United  States  v.  American  Tobacco  Co.,  221 
U.  S.  106,  184,  31  Sup.  Ct.  632,  650  (55  L.  Ed.  663),  the 
court  said : 

"  Our  conclusion  being  that  the  combination  as  a  whole,  involving 
all  its  co-operating  or  associated  parts,  in  whatever  form  clothed, 
constitutes  a  restraint  of  trade  within  the  first  section,  and  an  at- 
tempt to  monopolize  or  a  monepeUaaUen  within  the  second  section 
of  the  Anti-Trust  Act,  it  follows,"  etc. 

The  defendant's  theory  of  this  case  is  that  each  one  of  the 
things  forbidden  by  sections  1  and  2  are  distinct  offenses, 
and  that  in  ft  (»vil  action  brou^t  under  section  7  fhe  decla- 
ration should  charge  these  separate  offenses  in  separate 
coimt&  This  theory  does  ntit  accord  with  the  view  taken  by 
the  Supreme  Court  that  the  thing  forbidden  by  the  act 
may  consist  of  ^  the  scheme  as  a  whole "  or  ^'  the  combina- 
tioii  as  a  whok."  Under  tkis  cotiBtructi<»i  of  the  statute 
it  is  plain  that  the  separate  elements  considered  by  tiiem- 
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8elyes  may  not  be  illegal,  and  yet  that  the  scheme  or  com- 
bination as  a  whole  may  be. 

The  declaration  in  this  case  is  founded  upon  the  theory 
that  under  section  7  the  thing  "  forbidden  or  declared  to  be 
unlawful  by  this  act "  may  reside  in  the  scheme  or  combi- 
nation as  a  whole,  and  under  the  decisions  of  the  Supreme 
Court  I  am  not  prepared  to  rule  that  a  declaration  so  framed 
is  void  for  duplicity  and  uncertainty. 

[2]  2.  With  respect  to  the  second  ground  of  demurrer, 
I  am  not  convinced,  assuming  the  truth  of  all  the  allegations 
which  are  well  pleaded,  that  the  declaration  does  not  suffi- 
ciently set  forth  a  scheme  or  combination  in  restraint  of 
trade  within  the  meaning  of  sections  1  and  2  of  the  Sherman 
Act  as  construed  by  the  Supreme  Court.  Since,  then,  it 
does  not  clearly  appear  that  the  declaration  does  not  set 
forth  a  cause  of  action,  this  ground  of  demurrer  should  be 
overruled. 

[3]  3.  With  respect  to  the  third  ground  of  demurrer,  I 
am  of  the  opinion,  upon  an  examination  of  the  declaration, 
that  the  allegations  therein  respecting  injuries  to  the  plains 
tiff's  business  and  property  by  reason  of  the  defendant's 
unlawful  acts  are  a  sufficient  compliance  with  the  statute. 

Upon  the  whole,  and  notwithstanding  that  the  questions 
here  raised  cannot  be  said  to  be  fully  settled  or  free  from 
doubt,  I  do  not  thinic  this  demurrer  should  be  sustained. 

It  is  a  familiar  rule  on  demurrer  that  every  doubt  should 
be  resolved  in  favor  of  the  plaintiff,  and  hence  a  demurrer 
should  not  be  sustained  unless  the  court  is  fully  satisfied  that 
some  of  the  grounds  are  well  founded. 

Demurrer  overruled. 


BUCKEYE  POWDER  CO.  v.  E.  I.  DU  PONT  DE  NE- 
MOURS POWDER  CO.  ET  AL.« 

(District  Ck>art,  D.  New  Jersey.   March  28, 1912.) 
[196  Fed.  Rep.,  514.] 

CJouvTs  (I  841) — ^Fedebal  Coubtb— €k>jcf»»iciTT  TO  Star  PkAoncs. — 
Under  the  conformity  statute  (Rev.  St.  I  914  [U.  S.  Gomp.  St  1901, 
p.  684]),  a  Federal  court  will  follow  the  practice  prescribed  by  a 

«For  opinion  of  the  Glrcuit  Ckmrt  of  Appeals  (223  Fed.  881),  see 
P09t,  page  597. 
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State  statute  ''  a«  near  as  may  ^be,"  bat  not  where  it  would  defient 
or  incumber  the  administration  of  the  law  under  Federal  statutes.^' 

[Ed.  Note.— For  other  cases,  see  Courts,  Oent.  Pig.  S  899;  Dec. 
Dig.!  841. 

Conformity  of  practice  in  common-law  actions  to  that  of  State 
court,  see  notes  to  O'Connell  y.  Heed,  5  C.  0.  A.  594;  Nederland 
Life  Ins.  Co.  v.  Hall,  27  C.  C.  A.  892.] 
Monopolies  (§  28) — ^Anti-Tbtjbt  Act— Actions  vob  Damages — Pubao- 
iNo. — ^To  sustain  an  action  for  damages  under  Sherman  Anti-Trust 
Act  July  2,  1890,  c.  647,  S  7,  26  SUt  210  (U.  8.  Comp.  St.  1901,  p. 
8202),  the  plaintiff  must  allege,  as  well  as  prove,  that  defendant 
committed  one  or  more  of  the  acts  declared  to  be  unlawful  by  sec- 
tions 1  and  2,  by  either  entering  into  a  contract,  combination,  or 
conspiracy  in  restraint  of  interstate  or  foreign  trade  or  commerce 
or  moDopoUsing  or  attempting  to  monopolise  a  part  of  such  trade 
or  commerce,  and  in  such  clear  and  unambiguous  language  and 
with  such  reasonable  certainty  that  the  defendant  and  the  court 
may  be  apprised  of  the  alleged  cause  of  action. 

[Ed.  Note. — ^For  other  caaes,  see  Monopolies,  Cent  Dig.  S  18; 
Dec  Dig.  f  28.] 
Plbabinq  (S  64)— Anti-Teust  Acrr— Actions  fob  DAUAOBa— Dbcijl- 
BATiON — ^Duvucnrr. — A  declaration  in  such  an  action  which  alleges 
a  eonspirftcy  to  monopoliase  interstate  commerce  in  certain  articles 
is  not  bad  for  duplicity  because  it  also  alleges  the  making  of  con- 
tracts and  combinations,  where  they  are  but  steps  In  such  conspiracy. 

[JBd.  Note.— ^For  other  cases,  see  Pleading,  Cent.  Dig.  SI  184^137 ; 
Dec.  Dig.  I  64.] 
Pleading  (§  860) — ^Motion  to  Strike  Out. — In  disposing  of  a  motion 
to  strike  out  a  declaration  as  so  defecttre  in  form  as  to  prejudice  a 
fair  trial  of  the  cause,  the  court  will  notice  and  [515]  strike  out 
objectionable  parts,  although  not  directly  challenged,  where  neces- 
sary to  a  proper  disposition  of  the  motion. 

[Ed.  Note.— For  other  cases,  see  PleacUng,  Gent  Dig.  H  1X09- 
1146;  Dec.  Dig.  I  860.] 
Pleading  (I  855) — ^Motion  to  Stbike  Out — Gbounds. — In  an  action 
tor  damages  ujider  Sherman  Anti-Trust  Act  July  2,  1890,  c.  647, 
S  7,  26  Stat  210  (U.  S.  Comp.  St  1901,  p.  8202),  where  a  con- 
spiracy is  charged  between  a  large  number  of  persons  and  corpora- 
tions named,  only  those  who  are  served  should  be  declared  against 
as  defendants,  and  the  naming  of  all  as  defendants  in  the  declara- 
tion, together  with  general  references  to  the  deftodants,  without 
^pecifieally  uaauing  those  relerred  to,  constitutes  a  delect  which  will 
be  corrected  by  the  court  on  a  motion  to  strike  out  the  pleading. 

tBkl.  Note. — For  other  cases,  see  Pleading,  Cent  pig,  SI  1102- 
1110;  Dec.  Dig.  «  850.] 

«  Syllabus  copyrighted*  1912,  by  West  PubIifihJ<^  Ooinpa  py. 
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MoivopoLiEB  (I  28) — ^Acmoir  tm  Daxaobb  Uin»n  ANn-Tvuflr  Act- 
Pleading. — ^To  require  the  party  injured  by  tlie  conspiracy  de- 
nounced by  Anti-Trust  Act  July  2,  1890,  c.  647,  I  1,  26  Stat  200 
(U.  S.  Gomp.  St  1901,  p.  8200),  to  set  out  his  cause  of  complaint 
with  that  degree  of  nicety  and  precision  in  stating  times,  places, 
methods,  and  persons  required  by  the  ordinary  rules  of  common- 
law  pleading,  would  be  to  nullify  the  beneficent  purpose  of  the 
statute,  and  a  declaration  will  not  be  stricken  out,  even  though  it 
may  contain  some  statements  of  a  general  or  indefinite  character, 
if  It  sets  out  with  reasonable  certainty  and  definiteness  the  causes 
wliich  resulted  in  plaintiff's  injury  and  connects  the  defendant 
therewith,  any  defendant  deeming  himself  prejudiced  by  any  such 
generality  of  statement  haying  the  right  to  move  for  a  bill  of  par- 
ticulars. 

[Bd.  Note. — ^For  other  cases,  see  Monopolies,  Gent  Dig.  I  18; 
Dec.  Dig.  S  28.) 

PuBADiifo  (S  18) — GEBTAiifTT— ImxEmrTTBinBss. — ^The  declaration  in 
an  action  under  Anti-Trust  Act  of  July  2,  1800,  c.  647,  I  7,  26  Stat 
210  (tJ.  S.  Gomp.  St  1901,  p.  3202),  to  recover  damages  for  viola- 
tion of  sections  1  and  2  of  the  act  construed,  and  held  not  sub- 
ject to  a  motion  to  strilce  for  uncertainty  and  indefiniteness  of 
statement  but  certain  allegations  striclcen  out  as  irrelevant 

[Bd.  Note.— For  other  cases,  see  Pleading,  Gent  Dig.  II  89,  64; 
Dec.  Dig.  1 18.] 

At  Law.  Action  by  the  Buckeye  Powder  Company 
against  the  E.  I.  Du  Pont  de  Nemours  Powder  Company 
and  others.  On  motion  to  strike  out  declaration.  Over- 
ruled. 

Frank  S.  Katzenbach^  jr.^  of  Trenton,  N.  J.  {Robert  R. 
McCarter^  George  S.  Orahamy  and  Thomas  J.  Lafey,  on 
the  brief),  for  the  rule. 

MacFarland^  Taylor  dk  CosteUo^  of  Kew  York  City  {WU- 
lard  U.  Taylor y  Twyman  0,  Abbott y  and  Walter  J.  Bartnettj 
on  the  brief) ,  contra. 

Rellstab,  District  Judge. 

The  plaintiff  has  filed  his  declaration  against  28  persons 
(defendants,  so  called),  and  this  motion  is  made  on  behalf  of 
the  E.  I.  Du  Pont  de  Nemours  Powder  Company,  Eastern 
Dynamite  Company,  and  International  Smokeless  Powder 
&  Chemical  Company,  three  of  the  four  defendants  who 
wei^  served  [516]  with  proceM.    The  motion  is  founded 
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on  section  110  of  the  New   Jersey  practice  act  (P.  L.  190S, 
p.  569),  which  section  is  as  follows: 

"The  court  or  a  Judge  may  on  four  days'  notlee  strike  oat  any 
pleading  which  is  irregular  or  defective,  or  is  so  framed  as  to  preju- 
dice, embarrass,  or  delay  a  fair  trial  of  the  action." 

The  motion  takes  the  place  of  a  special  demurrer,  deals 
with  the  form  and  not  the  substance  of  the  pleading,  and 
is  addressed  to  the  sound  discretion  of  the  court.  More 
strictness  is  required  in  stating  the  substance  of  a  cause  of 
action  than  the  form  of  it. 

[1]  The  practice  here  authorized  by  the  State  statute, 
by  virtue  of  section  914,  B.  S.,  derived  from  section  6  of 
the  ^^ conformity  act"  of  June  1,  1872  (chapter  265,  17 
Stat.  197  [IT.  S.  Comp.  St.  1901,  p.  684]),  will  be  followed 
^'  as  near  as  may  be,"  but  not  ^  where  it  would  be  inconsistent 
with  the  terms  or  defeat  the  purposes  of  the  legislation  of 
Congress*  *  *  *  State  statutes  which  defeat  or  incum- 
ber the  administration  of  the  law  under  Federal  statutes 
are  not  required  to  be  followed  in  the  Federal  courts.  Mean- 
can  Cen.  R,  R.  Co.  v.  Pinkney,  149  U.  S.  207,  13  Sup.  Ct. 
859,  37  L.  Ed.  699.  It  follows  that,  where  the  State  statute 
or  practice  is  not  adequate  to  afford  the  relief  which  Con- 
gress has  provided  in  a  given  statute,  resort  must  be  had 
to  the  power  of  the  Federal  court  to  adapt  its  practice  and 
issue  its  writs  and  administer  its  I'emedies  so  as  to  enforce 
the  Federal  law."  HiUs  <6  Co.  v.  Hoover^  220  U.  S.  329,  336, 
31  Sup.  Ct.  402,  55  L.  Ed.  485.  The  motion  will  not  be 
granted  unless  it  is  clear  that  a  fair  trial  of  the  action  on 
its  merits  is  prejudiced  by  the  form  of  the  stated  cause  of 
action. 

[2]  The  alleged  cause  of  action  is  said  to  arise  under 
section  7  of  the  act  entitled,  ^  An  act  to  protect  trade  and 
commerce  against  unlawful  restraints  and  monopolies,"  ap- 
proved July  2,  1890,  popularly  known  as  the  ^^  Sherman 
Anti-Trust  Act"  (3  U.  S.  Comp.  Stat.  1901,  p.  8200.)  Said 
section  is  as  follows: 

"Any  person  wbo  stkaU  be  Injnred  In  Ids  business  or  piroperty  by 
any  other  person  or  corporatiion  by  reason  of  anything  forbidden  or 
declared  to  be  unlawful  by  this  act,  may  sne  therefor  in  any  Olrcoit 
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Cknirt  of  the  United  States  in  the  district  in  whidi  the  defendant 
resides  or  is  found,  without  respect  to  the  amount  in  controversy, 
and  shall  recoyer  threefold  the  damages  by  him  sustained,  and  the 
costs  of  suit,  including  a  reasonable  attomey^s  fee.** 

The  unlawful  things  alleged  to  have  been  done  by  the 
defendants  to  the  injury  of  the  plaintiff  are  said  to  be  de- 
nounced by  sections*!  and  2  of  such  act,  which  sections  are 
as  follows: 

*'  Section  1.  Every  contract,  combination  in  the  form  of  trust  or 
otherwise,  or  conq[>iracy,  in  restraint  of  trade  or  commerce  among 
the  several  States,  or  with  foreign  nations,  is  hereby  declared  to  be 
illegal.  Every  person  who  shall  make  any  such  contract  or  engage 
In  any  such  combination  or  conspiracy  cAiaU  be  deemed  guilty  of  a 
misdemeanor,  and,  on  conviction  thereof,  shall  be  ponished  by  a 
fine  not  exceeding  five  thousand  dollars,  or  by  imprisonment  not 
exceeding  one  year,  or  by  both  said  punishments,  in  the  discretion 
of  the  court 

"Sec  2.  Every  person  who  shaH  monopolize,  or  attempt  to  mo- 
nopolise or  combine  or  conspire  witti  any  other  person  or  persons  to 
monopcdize  any  part  of  the  trade  or  commerce  am^og  the  several 
States,  or  with  foreign  nations,  shall  be  deemed  guilty  of  a  misde- 
meanor, and,  on  conviction  thereof,  shaU  be  [517]  punished  by  a 
fine  not  exceeding  five  thousand  doUars,  or  by  imprisonment  not 
exceeding  one  year,  or  by  both  said  punishments,  in  the  discretion 
of  the  court*' 

The  first  section  of  this  act  denounces  restraint  of  inter- 
state trade  in  two  ways — ^by  contract  and  by  a  combination 
or  conspiracy — and  in  the  second  section  the  monopolizing 
and  attempt  to  monopolize  any  of  such  trade  is  denounced. 
To  maintain  an  action  under  this  act,  therefore,  the  plain- 
tiff must  allege  as  well  as  prove  that  the  defendant  com- 
mitted one  of  such  forbidden  acts,  and  that  in  consequence 
he  was  injured  in  his  business  or  property.  Northern  Se- 
curities Co.  V.  U.  5.,  193  tJ.  S.  197-403,  24  Sup.  Ct.  436,  48 
L.  Ed.  679;  Bice  v.  Standard  OU  Co.  (C.  C),  134  Fed.  464; 
CUley  V.  United  Shoe  Mach.  Co.  (G.  C.),  152  Fed.  726; 
PeopWa  Tolacco  Co.  v.  American  Tolacco  Co.^  170  Fed. 
896-407,  95  C.  C.  A.  566;  Ware-Kramer  Tohacco  Co.  v. 
American  Tobacco  Co.  (C.  C),  180  Fed.  160.  In  the  plead- 
ing, plaintiff  mtist  declare  the  forbidden  acts  and  Consequent 
injuries  in  such  clear  and  unambiguous  language,  and  with 
such  reasonable  certainty,  that  the  defendants  and  the  court 
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may  be  apprised  of  the  alleged  cause  of  action,  that  it  may 
be  known  by  the  former  how  to  answer  and  prepare  for  trial, 
and  by  the  latter  what  is  the  nature  of  the  issue,  and,  if  it 
be  one  of  fact,  to  control  the  character  of  the  proofs  offered 
at  the  trial,  and  to  pronounce  and  enforce  a  judgment  that 
will  settle  the  rights  involved  in  such  issues. 

The  declaration  contains  one  count  composed  of  17  lengthy 
paragraphs,  set  out  in  the  margin  hereof .«  Broadly  stated, 
the  gravamen  of  the  declaration  is  that  the  defendants  entered 
into  contracts  and  combinations  and  ccmspiracies  to  monopo> 
lize  interstate  trade  in  powder  and  other  explosives,  and  that 
in  canying  out  their  monopolistic  purposes  they  conspired 
to  coerce  the  plaintiff  to  yield  its  independence  as  a  com- 
petitor and  join  with  the  defendants  on  their  terms  in  the 
furtherance  of  such  unlawful  purpose,  or  to  drive  it  out 
of  such  business,  and  that  they  eventuaUy  succeeded  in  ao» 
oomplishing  the  latter,  to  its  great  damage. 

The  grounds  of  the  motion  to  strike  out  are  two:  First, 
duplicity;  second,  that  the  allegations  are  so  defective  as 
to  prejudice  the  defense. 

[8]  As  to  the  charge  of  duplicity.  The  defendants  con- 
tend that  the  plaintiff  has  not  only  combined  in  one  count 
all  three  causes  for  which  actions  are  given  by  the  Anti- 
Trust  Act,  but  also  alleged  causes  for  which  actions  are  not 
given  by  such  act.  Paragraph  4  of  such  declaration  is  said 
to  allege  the  causes  of  action  founded  on  such  act,  and  para- 
graphs 5, 14,  and  17  the  other  causes  of  action.  Paragraph 
4  does  charge  the  making  of  unlawful  agreements,  the  enter- 
ing into  unlawful  combinationa,  and  the  maintenance  of  a 
practically  complete  monopoly.  If  in  so  d<Mng  the  pleader 
has  combined  two  or  more  distinct  causes  of  action,  the 
pleading  is  bad  for  duplicity.  Rice  v.  Standard  OU  Co., 
iupra.  But  as  a  conspiracy  may  be  accom[&18]plished  by 
any  number  or  variety  of  steps,  some  of  whidi  may  be  in 
the  form  of  contracts,  others  as  combinatioins,  if  the  con- 
tracts and  the  cmnbinations  referred  to  in  the  declaration 
are  but  steps  in  such  conspiracy,  and  such  conspiracy  has 
for  its  purpose  the  alleged  monopoly,  the  whole  oonstitutes 

«  See  note  at  end  of  case. 
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but  one  cause  of  action.  C<mners  r.  Uriited  States^  158  XT.  S. 
408, 15  Sup.  Ct.  951,  39  L.  Ed.  1038;  Vmted  States  v.  Swift 
(D.  C.)  188  Fed.  92.  The  matter  of  the  fourth  paragraph 
relates  largely  to  transactions  prior  to  the  plaintiff's  en- 
gaging in  the  manufacture  and  sales  of  powder,  etc.  In 
that  respect  it  is  but  introductory  to,  and  an  underlaying 
of,  the  various  steps  constituting  the  conspiracy  which  are 
said  to  have  followed,  and  which  history  is  offered  as  fur- 
nishing the  light  in  which  such  subsequent  steps  are  to  be 
interpreted.  This  is  not  objectionable,  and  may  be  essential 
to  a  right  understanding  of  the  cause  of  action  said  to  arise 
from  the  Anti-Trust  Act.  UnUed  States  v.  E.  I.  Du  Pant 
de  Nemours  (C.  C.)  188  Fed.  127,  184,  151.  Out  of  the 
matter  stated  in  this  paragraph  emerges  that  in  the  year 
1903,  the  year  that  the  plaintiff  engaged  in  such  powder 
trade,  the  defendant  the  E.  I.  Du  Pont  de  Nemours  Powder 
Company  (hereinafter  called  the  New  Jersey  Company) 
was  incorporated  under  the  laws  of  the  State  of  New  Jersey 
as  a  holding  company,  and  to  which,  it  is  alleged,  was  trans- 
ferred the  controlling  interest  in  the  capital  stock  and  prop- 
erties of  a  large  number  of  (named)  corporations  which 
had  theretofore  been  engaged  in  such  trade,  including  the 
served  defendants,  and  in  it  it  is  alleged  that  certain 
(named)  individuals  erroneously  called  defendants,  as  of- 
ficers and  directors  of  two  of  the  moving  defendants,  viz., 
the  New  Jersey  Company  and  the  International  Smokeless 
Powder  A  Chemical  Company,  ^^  instituted,  directed,  ratified, 
or  approved  the  various  unlawful  and  wrongful  acts  herein- 
bef<»*e  and  hereinafter  complained  of;  *  *  *  that,  by 
reason  of  tlie  matters  and  things  alleged  and  set  forth  in 
this  paragraph,  the  defendants  succeeded  in  establishing 
within  themselves,  and  have  ever  since  maintained,  a  prac- 
tically complete  monopoly  in  interstate  trade  in  powder  and 
other  explosives  amounting  to  about  ninety-five  (95)  per 
cent  of  said  entire  trade,  and  ever  since  have  been,  and 
now  are,  engaged  in  a  combination  and  conspiracy  to  un- 
reasonably restrain  and  monopolize  said  trade  throughout 
the  United  States  and  foreign  countries,  and  have  sup- 
pressed competition  and  have  fixed  prices  of  powder  and 
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other  explosives  arbitrarily  and  unreasonably^  and  have 
driven  independent  competitors  out  of  business,  or  have 
coerced  them  into  a  sale  to  or  union  with  said  unlawful 
combination,  and  have  unreasonably  restrained  trade  and 
commerce  among  the  several  States  of  the  United  States 
and  with  foreign  nations,  and  have  committed  various  other 
unlawful  and  wrongful  acts  as  hereinafter  set  forth,  all  in 
contravention  of  the  laws  of  tl  x'  United  States  and  par- 
ticularly the  act  of  Congress  of  July  2, 1890,  and  in  deroga- 
tion of  the  rights  of  plaintiff  to  its  great  damage,  as  here- 
inafter set  forth.''  llie  conspiracy  therein  alleged  against 
the  defendants,  and  connected  with  the  more  or  less  detailed 
statement  of  the  various  steps  subsequently  alleged  [619]  to 
have  been  taken  in  furtherance  thereof,  constitute  but  one 
cause  of  action. 

The  fifth  paragraph,  which,  it  is  said,  discloses  a  cause  of 
action  different  from  that  authorized  by  the  Anti-Trust  Act, 
also  deals  in  part  with  matters  of  inducement.  In  this 
instance,  the  introductory  matter  leads  up  to  the  incorpora- 
tion of  the  plaintiff  and  the  efforts  made  by  its  promoter  to 
secure  a  favorable  location  for  its  manufacturing  plant.  It 
also  sets  forth  various  steps  alleged  to  have  been  taken  by 
the  officers  and  agents  of  one  of  the  subsidiary  companies  of 
the  New  Jersey  Company  to  prevent  the  organization  of 
plaintiff  and  its  engaging  in  the  manufacture  and  sale  of 
such  powder  in  furtherance  of  such  conspiracy  to  perpetuate 
a  monopoly  in  such  trade. 

The  fourteenth  paragraph,  which,  it  is  contended,  also 
states  a  different  cause  of  action,  alleges  that  the  New  Jersey 
Company,  in  its  purpose  to  prevent  competition,  and  to 
secure  for  itself  and  its  associates  a  monopoly  of  the  powder 
trade,  entered  into  a  combination  to  control  the  output  of 
the  manufacturers  of  high  grade  powder-making  machinery, 
and  succeeded  thereby  in  preventing  the  plaintiff,  except  at 
great  cost,  from  obtaining  machinery  for  the  equipment  of 
its  plant.  Obviously  the  allegations  in  each  of  these  para- 
graphs do  not  relate  to  a  cause  of  action  other  than  one  of 
those  authorized  by  such  Anti-Trust  Act.  The  illegal  acts 
therein  charged  are  but  steps  in  furtherance  of  the  con- 
spiracy alleged  in  the  other  paragraphs  of  the  declaration. 
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Itrthd  seventeenth  paragraph,  which,  it  is  said,  also  alleges 
a  different  cause  of  action,  the  pleader  asserts  that  it  is  enti- 
tled to  recover  pimitive  or  vindictive  damages  by  reason  of 
the  malicious  and  wicked  acts  of  the  defendants,  and  par- 
ticularly those  of  the  Kew  Jersey  Company.  The  right 
thereto,  however,  is  therein  stated  to  be  founded  upon  the 
wrongs  set  forth  in  the  declaration;  and,  as  these  wrongs 
are  said  to  be  the  mentioned  violations  of  the  Anti-Trust 
Act,  the  pleader  in  no  sense  asserts  a  cause  of  action  having 
any  other  basis.  The  case  of  Ware-Ktamer  Tobacco  Co.  v. 
American  Tobacco  Co.  (C.  C.)  178  Fed.'Jl7,  cited  by  the  de- 
fendants in  support  of  their  contention  of  duplicity  as  to  the 
seventeenth  paragraph,  is  not  applicable  to  the  case  at  bar. 
In  that  case  the  declaration  contained  two  counts.  The  first 
count  was  founded  upon  the  Anti-Trust  Act;  the  second, 
upon  a  common-law  tort.  Manifestly  in  that  declaration 
there  were  two  distinct  causes  of  action.  In  the  cited  case 
the  decisive  point  was  not  whether  a  double  cause  of  action 
was  stated  in  one  count,  but  whether  the  court  had  obtained 
jurisdiction  over  one  of  the  defendants  as  to  the  cause  of 
action  stated  in  the  second  count.  In  the  case  at  bar  there 
is  no  such  question.  Whatever  may  be  said  of  the  plaintiff's 
characterization  of  the  conduct  of  the  defendants,  and  its 
assertion  of  its  right  to  recover  punitive  or  vindictive  dam- 
ages by  reason  thereof,  its  claim  for  such  damages  does  not 
make  the  declaration  bad  for  duplicity. 

The  cause  of  action  pleaded  throughout  the  declaration  is 
single,  and  therefore  is  not  bad  for  duplicity. 

[4]  As  to  the  second  ground,  that  the  declaration  is  so 
defective  as  [620]  to  prejudice  a  lair  trial,  etc  The  dec- 
laration is  unquestionably  irregular  and  defective  on  the 
several  matters  presently  to  be  noted,  and,  while  the  court 
will  not  usually  interfere  with  the  form  of  pleading  in 
the  absence  of  objection,  yet  where,  as  in  this  case,  the  form 
of  stating  the  alleged  cause  of  action  is  challenged,  the 
court  will  exercise  its  undoubted  prerogative  to  notice  un- 
challenged defects,  and  expunge  the  objectionable  parts,  if 
necessary  to  a  proper  disposition  of  the  motion  to  strike 
out  the  whole  declaration. 
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[5]  As  already  noted,  the  declaration  is  laid  afaonst  28 
persons  (called  defendants),  18  of  whom  are  corporations, 
and  15  individuals.  Of  these  only  4  (corporations)  have 
been  brought  into  court.  Only  those  served  should  have 
%  been  declared  against  as  defendants.  If  the  conspiracy  em- 
braced others  than  those  served,  they  could  have  been  men- 
tioned as  co-conspirators,  but  not  as  defendants.  Through- 
out the  declaration  the  word  ^defendants"  is  frequently 
used,  without  specifically  naming  them,  and,  as  by  far  the 
larger  number  of  the  persons  declared  against  as  defendants 
have  not  been  brought  into  court,  this  general  reference  to 
defendants  is  irregular,  and  is  bound  to  prove  embarrassing 
to  both  the  court  and  the  parties  if  it  is  not  restricted  to 
the  defendants  actually  served.  This  irregularity,  how- 
ever, is  not  sufficient  to  strike  out  the  entire  declaration, 
if  by  the  exercise  of  the  power  of  excision  the  rights  of 
the  parties  are  not  infringed.  The  striking  out  of  the 
pleading  rests  in  the  sound  discretion  of  the  court,  and  the 
power  will  be  exercised  to  strike  out  in  whole  or  in  part, 
as  the  interests  of  justice  in  the  particular  circumstances 
require.  In  the  present  case  such  interests  require  that  the 
names  of  all  the  persons  mentioned  in  such  declaration  as 
defendants,  except  the  four  served,  be  struck  out,  so  that  the 
pleader's  general  reference  to  defendants  will  be  limited  to 
those  brought  into  court. 

[6]  In  support  of  the  ground  of  irregularity,  the  moving 
defendants  allege  that  the  averments  in  paragraphs  4,  6, 
7,  8,  9, 10,  and  11  are  too  indefinite  and  uncertain  to  apprise 
the  defendants  of  what  they  are  accused,  and  that  para- 
graph 13,  where  not  indefinite  and  uncertain,  pleads  the 
evidence*  Before  taking  up  these  criticisms  seriatim,  it  is 
to  be  observed  that  the  pleader  has  declared  that  the  alleged 
conspiracy  comprises  a  series  of  steps  carried  out  in  different 
ways.  The  pleader  in  stating  them  has  gone  to  considerable 
length,  and  yet,  as  will  be  seen,  in  many  instances  has  used 
general  terms.  But  the  use  of  general  teims  in  alleging  the 
character  of  such  steps  or  some  of  the  methods  employed 
in  performing  or  enforcing  them,  or  the  failure  to  give 
the  names  of  the  persons  said  to  have  figured  in  the  fur- 
therance and  effectiveness  of  such  conspiracy,  does  not  nec- 
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eesarilj  condemn  the  pleading  as  irregular  or  defective.  The 
very  nature  of  a  conspiracy  suggests  secrecy  and  underhand 
endeavors.  The  injurious  effects  of  such  will  be  readily 
apparent,  while  a  proving  of  the  times  and  places,  plans, 
methods,  and  persons  employed  in  consummating  the  ne- 
farious purpose  may  be  baffling  to  some  of  the  conspirators  ^ 
themselvea 

Defendants  rely  aknost  entirely  upon  Rice  v.  Standard 
Oil  Co,y  supra^  as  authority  that  in  the  particulars  pointed 
out  by  them  to  be  [621]  presently  considered  the  plaintiff's 
allegations  are  too  vague  and  uncertain.  In  that  case  the 
court  applied  strictly  the  wdl-estabUshed  rules  governing 
common-law  pleadings,  making  no  distinction,  apparently, 
between  the  common-law  and  statutory  rights  of  action.  In 
view,  however,  of  the  decisions  of  the  United  States  Supreme 
Court  in  which  this  subject  matter  has  been  more  recently 
considered,  greater  liberality  than  there  permitted  must  be 
allowed  the  pleader  who  founds  his  cause  of  action  upon 
the  Anti-Trust  Act  in  the  form  of  stating  the  several  steps 
which  in  his  judgment  bring  his  cause  of  action  within  the 
purview  of  such  act.  In  Swift  v.  United  States^  196  U.  S. 
375,  395,  25  Sup.  Ct.  276,  279,  49  L.  Ed.  518,  the  court  by 
Mr.  Justice  Holmes,  in  answering  the  attack  made  upon  a 
bill  in  equity  charging  a  combination  in  restraint  of  trade 
as  lacking  definiteness  and  certainty  in  its  statement  of  al- 
leged violations  of  the  Anti-Trust  Act,  said : 

**A  bUl  In  equity  is  not  to  be  read  and  construed  as  an  indictment 
would  have  been  read  and  construed  a  hundred  years  ago,  but  it  is 
to  be  taken  to  mean  what  it  fairly  conveys  to  a  dispassionate  reader 
by  a  fairly  exact  use  of  English  speech.  Thus  read,  this  bill  seems 
to  us  intended  to  allege  successive  elements  of  a  single  connected 
scheme.  *  •  *  The  general  objection  to  urged  that  the  bill  does 
not  set  forth  sufficient  definite  or  specific  facts.  This  objection  is 
serious,  but  it  seems  to  us  inherent  in  the  nature  of  the  case.  The 
scheme  alleged  is  so  vast  that  it  presents  a  new  problem  in  pleading. 
If,  as  we  must  assume,  the  scheme  is  entertained,  it  is,  of  course, 
contrary  to  the  very  words  of  the  statute.  Its  sisse  makes  the  viola- 
tion of  the  law  more  conspicuous,  and  yet  the  same  thing  makes  it 
impossible  to  fasteo  the  principal  fact  to  a  certain  time  and  place. 
The  elements,  too,  are  so  numerous  and  shifting,  even  the  constituent 
parts  alleged  are  and  from  their  nature  must  be  so  extensive  in  time 
and  space  that  something  of  the  same  ImpossibiUty  applies  to  them. 
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The  law  has  been  upheld,  and  therefore  we  are  bound  to  enforce  it 
notwithstanding  these  difflcultiee.  *  *  *  The  scheme  as  a  whole 
seems  to  us  to  be  within  reach  of  the  law.  The  constituent  elements, 
as  we  have  stated  them,  are  enough  to  give  to  the  scheme  a  body  and, 
for  all  that  we  can  say,  to  accomplish  it  Moreover,  whatever  we 
may  think  of  them  separately  when  we  take  them  up  as  distinct 
charges,  they  are  alleged  sufficiently  as  elements  of  the  scheme." 

Loewe  v.  Lawlor^  208  U.  S.  274, 28  Sup.  Ct.  801,  62  L.  Ed. 
488,  was  considered  by  the  Supreme  Court  on  complaint  and 
demurrer  in  an  action  brought  under  this  act  similar  to  the 
one  at  bar,  in  which  the  court  reiterated  its  liberal  attitude 
in  the  matter  of  pleading  an  alleged  cause  of  action  founded 
upon  the  Anti-Trust  Act  In  Wa/re-KranieT  TohcLOoo  Co.  v. 
American  Tobacco  Co.  (C.  C.)  178  Fed.  117,  on  special  de- 
murrer to  the  complaint,  in  a  similar  action  to  the  one  at 
bar,  and  in  which  a  like  attack  upon  the  alleged  cause  of 
action  was  made,  after  a  review  of  the  cases  which  are  here 
cited  and  others,  the  court  said  at  page  126  of  178  Fed. : 

*<  The  evU  at  which  the  statute  is  aimed  is  of  national  importance, 
and  the  remedies  provided  for  its  punishment  and  repression  should 
not  be  restricted  by  technical  and  narrow  rules  of  pleading.  If  the 
plaintiff  in  an  intelligent  way  and  by  '  a  connected  story  *  sets  forth 
his  grievance,  he  should  not  be  turned  away  from  the  -court  or  his 
pleading  so  mutilated  by  striking  out  more  or  less  essential  aver- 
ments as  to  embarrass  him  and  unduly  limit  the  scope  of  his  proof 
when  he  comes  to  trial." 

[622]  To  require  the  party  injured  by  the  conspiracy  de- 
nounced by  the  Anti-Trust  Act  to  set  out  his  cause  of  com- 
plaint with  that  degree  of  nicety  and  precision  in  stating 
times,  places,  methods,  and  persons,  as  is  required  in  the 
ordinary  common-law  pleading,  would  be  to  nuUify  the 
beneficent  purpose  of  the  statute.  If  the  pleader  sets  out 
with  reasonable  certainty  and  definiteness  the  causes  which 
resulted  to  his  injury,  and  connects  the  defendant  there- 
with, and  from  such  allegations  the  defendant  is  apprised  of 
the  character  of  the  accusation,  and  it  is  not  apparent  that 
he  will  be  prejudiced  in  making  his  defense,  a  declaration 
will  not  be  struck  out,  e\en  though  it  may  contain  some 
statements  of  a  general  and  indefinite  character,  and  shall 
fail  to  disclose  the  exact  times  and  places  when  some  of  the 
alleged  steps  in  furtherance  of  the  conspiracy  were  carried 


Digitized  by  VjOOQIC 


572  196  rmmsLAL  befobtbh^  528. 

Optnion  of  the  Court 

on,  or  the  names  of  all  the  persons  employed  therein.  If  as 
to  such  general  statements  the  defendant  deems  himself 
entitled  to  more  specific  information,  he  may  apply  for  a 
bill  of  particulars  in  regard  thereto;  but  the  right  of  the 
plaintiff  to  have  his  cause  judicially  inquired  into  is  not  to 
be  made  dependent  upon  his  ability  to  state  with  exactness 
each  step  or  each  of  the  several  parts  of  a  step  which  either 
from  the  results  presumably  took  place  or  which  he  alleges 
took  place.  He  is  not  required  to  allege  more  than  is  neces- 
sary to  be  proven,  nor  is  he  to  be  unduly  limited  in  making 
his  allegations  of  steps  taken  because  at  the  time  of  making 
them  he  is  not  in  possession  of  the  specific  data  which  at  the 
trial  he  will  find  necessary  to  establish  such  step,  unless  such 
step  or  steps  by  the  very  framework  of  his  pleadings  are 
essential  to  his  cause  of  action,  and  it  is  apparent  that  with- 
out more  definite  data  the  defendant  will  be  prejudiced  in 
his  defense  in  meeting  such  allegation.  To  insist  that  the 
plaintiff  insert  in  his  declaration  only  such  steps  as  would  be 
sufficient  to  maintain  his  action  would  be  to  unduly  limit  or 
skeletonize  his  pleading,  a  course  apt  to  prove  embarrassing, 
if  not  disastrous,  at  the  trial,  where  the  range  of  evidence 
may  be  limited  by  the  paucity  of  the  allegations,  and  one 
which  would  be  antagonistic  to,  rather  than  co-operative 
with,  the  legislative  purpose  manifested  in  the  Anti- 
Trust  Act 

[7]  Turning  now  to  the  particular  criticisms  leveled  by 
the  defendants  against  specified  paragraphs,  I  notice  a  suf- 
ficient variety  of  the  alleged  specific  infirmities  to  illustrate 
the  character  of  the  objections.  Paragraph  4,  as  noted 
under  the  head  of  duplicity,  avers  the  making  of  contracts, 
the  entering  into  combinations,  and  effecting  a  monopoly. 
It  does  not  set  out  such  agreements,  or  the  names  of  the 
competitors  injured  by  such  combinations  and  monopoly. 
What  has  been  herein  said  as  to  the  ground  of  duplicity  is 
applicable  here,  viz,  that  this  paragraph  is  in  the  main  intro- 
ductory to  the  charge  of  conspiracy  laid  by  plaintiff  against 
the  defendants.  The  general  charge  of  conspiracy  to  effect  a 
monopoly  and  its  results  contained  in  this  paragraph,  stand- 
ing by  itself,  perhaps,  would  be  insufficient  to  withstand  the 


Digitized  by  VjOOQIC 


BUCKEYE  POWm  00.  V.  VU  POVT  POWDER  00.      673 

Opinion  of  tbe  Oont. 

attack  of  Tagnenen  and  uAoextaiaty,  bat  it-  is  not  intended 
to  furnidi  the  entire  cause  of  action,  but  only  the  ground- 
work and  the  c<mditions  preliminary  thereto;  the  par- 
[58S]  ticular  steps  and  development  of  the  alleged  con- 
spiracy being  found  in  the  subsequent  paragraphs. 

Paragraphs  6,  7,  and  8  are  alleged  to  be  uncertain  and 
indefinite  in  not  apprising  of  '^  the  methods  and  devices  em- 
ployed to  prevent  the  plaintiff  from  acquiring  any  portion 
of  the  powder  trade,"  and  in  failing  to  give  mimes,  etc.  An 
examination  of  these  paragraphs  shows  that  paragraph  6 
avers  only  matter  of  inducement  relating  to  trade  conditions 
previous  to  the  incorporation  of  both  the  jriaintiff  and  the 
New  Jersey  Company,  and  how  the  plaintiff  availed  itself 
of  a  favorable  location  of  its  plant  with  reference  to  freight 
and  transportation  facilities,  and  that  paragraphs  7  and  8, 
after  averring  that  defendants  entered  into  the  conspiracy 
before  mentioned  to  coerce  plaintiff,  and  that  the  cost 
Aereof  was  to  be  apportioned  among  such  defendants  rata- 
bly, and  that  the  New  Jersey  Company  employed  every 
method  and  device  known  to  its  agents  to  prevent  plaintiff 
from  getting  any  of  the  powder  trade,  to  destroy  its  credit 
and  withdraw  from  it  its  customers,  and  the  metiiods  cm- 
ployed  for  sudi  purpose,  conclude  with  the  statement,  ^  as 
more  particularly  hereinafter  set  forth."  Obviously,  as  far 
as  the  defendants'  allegations  of  infirmity  are  concerned, 
diese  paragraphs  can  not  be  considered  alone,  but  must  be 
read  and  interpreted  in  connection  with  the  paragraphs  fol- 
lowing. 

Paragraph  9  avers  that  the  New  Jersey  Company,  ^at 
various  times  after  plaintiff*s  plant  went  into  operation, 
employed  evilly  disposed  persons  to  enter  the  mines  of  op- 
erators who  had  made  purchases  of  black  blasting  powder 
of  plaintiff  *  *  *  so  as  to  induce  the  purchaser  to  re- 
ject the  same,  *  *  *  and  in  some  instances  these  methods 
succeeded,  *  *  *  and  by  reason  of  such  wrongful  and 
widced  conduct  certain  consigmnents  of  powder  from  plain- 
tiff^ miUs  were  from  time  to  time  refected.^  These  allega- 
tions are  very  general,  and  the  subject-matter  is  one  that 
eanies  tbe  suggestion  that  more  particulat  knewledge  oi 
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the  dates  when  and  the  mines  where  such  oecorrenoeB  took 
place,  and  the  customers  lost  by  such  methods,  is  in  the 
possession  of  the  plaintiff  than  stated.  This  knowledge, 
however,  can  be  had  on  demand  tor  a  bill  of  particulars; 
and  as  the  plaintiff  on  the  argument  hereof,  and  reiterated 
in  the  briefs,  offered  to  furnish  greater  particulars  of  any 
of  its  averments,  if  required,  defendante  will  be  relieved  of 
any  supposed  prejudice  from  the  generality  of  the  allega- 
tions by  taking  that  course.  The  further  averment  in  this 
paragraph  that  various  committees  of  the  miners  waited 
upon  the  plaintiff,  proposing  to  withdraw  their  opposition 
to  plaintiff's  powder  for  a  consideration,  is  impertinent  and 
irrelevant  to  any  issue  that  can  be  raised  in  the  cause,  and 
should  be  stricken  out.  The  further  averment  in  this  para- 
graph concerning  the  mingling  of  defendant's  employes 
with  such  miners  to  induce  them  to  reject  plaintiff's  powder 
does  not  give  the  names  of  any  such  persons.  As  the  names 
of  the  defendant's  employ^  ordinarily  are  more  likely  to 
be  known  by  defendants,  if  such  averment  accords  with  the 
fact,  that  allegation  will  not  be  struck  out.  The  same  ruling 
applies  to  the  failure  to  name  some  of  the  persons  in  the 
allegations  of  the  tenth  paragraph,  where  it  is  charged 
[524]  that  the  New  Jersey  Company  ^^  on  various  occasions 
caused  various  persons  to  seek  employment  with  plaintiff  for 
the  purpose  *  *  *  of  obtaining  its  manufacturing  and 
business  secrete,  *  *  *  and  enlisted  the  services  of  em- 
ployes of  various  railway  companies  *  *  *  to  furnish 
reporte  on  all  shipments  made  by  plaintiff  from  ite  mills, 
and  said  information  was  made  use  of  in  various  ways  to 
induce  said  consignees  to  reject  shipments,  *  *  *  and 
in  some  cases  such  customers  were  thereby  induced  to  desert 
plaintiff  and  in  other  cases  to  reject  the  shipmente  already 
consigned."  If  the  defendante  desire  more  specific  date  as 
to  the  names  of  the  customers  and  consignees  who  were 
BO  induced  to  desert  the  plaintiff  or  reject  pui^chases  of 
powder^  the  plaintiff  may  also  in  this  respect  be  called  upon 
by  a  bill  of  particulars  to  furnish  it  The  same  course  may 
be  taken  as  to  the  failure  of  the  pleader  in  paragraph  11  to 
give  the  name  of  a  consumer  who  waa  induced  to  withdraw 
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his  trade  from  the  plaintiff  by  means  of  the  methods  of  the 
defendant  stated  in  that  paragraph. 

Paragraph  IS  recites  an  explosion  at  plaintiff's  mills, 
which,  it  is  alleged,  was  exaggerated  by  the  New  Jersey 
Company  to  create  a  feeling  of  distrust  among  plaintiff's 
customers  of  its  ability  to  meet  future  requirements,  with 
the  purpose  of  obtaining  its  customers,  etc.  So  much  of 
the  paragraph  as  relates  to  the  manner  of  the  explosion 
and  its  effect  upon  the  plant  and  employes  is  evidential, 
and  in  some  respects  irrelevant  in  character,  but  as  it  may  be 
treated  as  introductory  to  the  complained  of  acts  of  the 
New  Jersey  Company  in  relation  to  such  explosion,  and  as 
it  can  in  no  way  embarrass  or  prejudice  the  defendants  in 
their  defense  it  will  not  be  struck  out. 

Taking  the  declaration  as  a  whole,  it  discloses  several 
and  various  steps  alleged  to  be  in  furtherance  of  the  con- 
spiracy to  prevent  legitimate  competition  in  such  powder 
trade.  These  steps  are:  Efforts  to  frustrate  the  organiza- 
tion of  the  plaintiff  and  to  prevent  it  from  securing  any  or 
a  favorable  site  for  its  plant;  attempts  to  coerce  it  into 
combination  with  such  defendant  or  to  drive  it  out  of  busi- 
ness, as  by  seeking  to  induce  each  consumer  of  the  kind  of 
powder  manufactured  by  plaintiff  to  enter  into  long-time 
contracts  with  defendant  to  give  it  the  exclusive  trade  in 
such  powder;  to  remove  such  consumers  from  the  open  mar- 
ket for  a  sufficiently  long  time  to  prevent  plaintiff  from 
getting  enough  business  to  run  its  mills  on  a  profitable  basis ; 
that  such  contracts  were  obtained  sometimes  by  secret  re- 
bates and  special  prices,  by  threats  to  prevent  plaintiff's 
customers  from  obtaining  powder  not  manufactured  by 
plaintiff,  by  circulating  exaggerated  reports  of  mishaps  at 
plaintiff's  mills  to  create  misgiving  among  its  customers  of 
its  ability  to  meet  their  future  requirement^;  by  false  state- 
ments of  the  quality  of  tl^e  plaintiff's  powder,  by  threats  to 
discredit  its  customers'  solvency  among  their  creditors,  and 
by  offers  of  financial  assistance;  that,  when  such  contracts 
were  not  made,  other  coercive  steps  were  taken,  such  as 
selling  below  cost  in  certain  areas  to  destroy  competition 
while  maintaining  excessive  prices  in  territory  not  entered 
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by  independent  companies  in  order  to  recoup  its  losses  sos^ 
tained  by  such  underselling;  underselling  plaintiff,  regard- 
less of  price ;  obtaining  by  corrupt  means  confidential  infor- 
mation about  plaintiff's  [535]  business  and  customers;  at- 
tacking its  and  its  customers'  credit  by  false  reports  of  their 
solvency;  tampering  with  its  processes  of  manufacture; 
destroying  its  property;  causing  employfe  in  mines  where 
plaintiff's  powder  was  used  to  refuse  to  use  it ;  entering  into 
combination  with  the  manufacturers  of  high-grade  powder- 
making  machinery  to  control  their  output  exclusively  with 
the  purpose  of  preventing  plaintiff  from  obtaining  its  needed 
machinery  to  install  and  run  its  powder-making  plant. 

The  declaration  in  the  Loewe  v.  Lawlor  CasCy  set  out  in 
full  in  the  margin  of  the  reported  opinion,  and  which  was 
there  held  to  show  a  case  within  the  statute,  is  not  so  differ- 
ent in  respect  to  the  generality  of  many  of  its  allegations 
from  the  declaration  here  considered  as  to  admit  of  a  differ- 
ent finding,  if  the  objections  related  to  its  declared  cause  of 
action,  rather  than  the  form  of  stating  it.  While  many  of 
the  matters  that  may  be  considered  on  a  motion  to  strike 
out  could  not  be  entertained  on  general  demurrer,  neverthe- 
less, it  can  not  be  held  that  the  allegations  herein  attacked 
are  so  vague  and  indefinite  as  to  prejudice  the  defendant 
in  making  answer  thereto. 

The  motion  to  strike  out  the  declaration  is  denied,  but 
the  parts  herein  specifically  condemned  as  faulty  are  ex- 
punged therefrom  without  costs  to  either  party. 

Note.— The  foUowing  is  the  declaration  referred  to  in  the  opinion: 

DBCT.4KAT10W. 

Action  under  Section  7  of  Act  of  Congress  of  July  2,  1890. 

To  the  Hofwrahle  Judges  of  the  Ahove-Bntitled  Court: 

The  E.  I.  Da  Pont  de  Nemonrs  &  Company  (a  corporation  of  Dela- 
ware), B.  I.  Da  Pont  de  Nemours  Powder  Conq;>any  (a  corporatian 
of  New  Jersey),  B.  I.  Du  Pont  de  Nemours  4  Company  (a  cdrpova* 
tion  of  Pennsylvania),  Du  Pont  Internationa:  Powder  Company  (a 
corporation),  Delaware  Securities  Company  (a  corporation),  OaU- 
fomia  Investment  Company  (a  corporation),  Delaware  Investment 
Company  (a  corporation),  the  Haiard  Powder  Company  (a  corpora- 
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tlon),  Lafiln  &  Rand  Powder  Ck>mpany  (a  corporation),  Bastern 
Dynamite  Cknnpany  (a  corporation),  Fairmont  Powder  Ck>mpany  (a 
corporation),  International  Smokeless  Powder  &  Chemical  Company 
(a  corporation),  Judson  Dynamite  &  Powder  Company  of  California 
(a  corporation),  Alexis  I.  Dn  Pont,  Alfred  I.  Du  Pont,  Bugene  Du 
Pont,  Bngene  B.  Du  Pont,  Pierre  S.  Du  Pont,  Henry  F.  Du  Pont, 
Irenge  Du  Pont,  Francis  I.  Du  Pont,  Thomas  Coleman  Du  Pont, 
Victor  Du  Pont,  jr.,  Jonathan  A.  Haskell,  Arthur  J.  Mozham,  Hamil- 
ton M.  Barksdale,  Bdmond  G.  Buckner,  and  Frank  L.  Connable,  the 
defendants  in  this  suit  were  summoned  to  answer  the  Buckeye  Pow- 
der Company,  the  plaintiff  therein,  in  an  action  for  damages  under 
the  seventh  section  of  the  act  of  Congress  of  July  2,  1890,  known  as 
the  *' Sherman  Act*';  and  thereupon  the  plaintiff,  by  MacFarland, 
Taylor  &  Costello,  its  attorneys,  complains  as  follows,  to  wit: 
Whereas 

First.  That  plaintiff  Is,  and  has  been  ever  since  on  or  about  the 
15th  day  of  February,  1903,  a  corporation  duly  organized  and  exist- 
ing under  the  laws  of  the  State  of  Delaware;  that  the  purpose  of 
the  incorporation  and  organization  of  plaintiff  was  to  carry  on  the 
business  of  manufacturing  and  selling  powder  and  other  explosives, 
and  particularly  black  blasting  powder;  that  it  began  such  business 
on  or  about  the  1st  day  of  September,  1903,  and  continued  in  and 
conducted  said  business  down  to  the  19th  day  of  September,  1908, 
and  during  all  of  said  period  its  business  was  Interstate  and  con- 
ducted In  the  States  of  Illinois,  Iowa,  Indiana,  Ohio,  Michigan,  Min- 
nesota, Missouri,  Montana,  Kansas,  Nebraska,  Colorado,  Wyoming, 
West  Virginia,  and  Indian  [526]  Territory,  and  the  foreign  country 
of  Mexico ;  that  during  all  of  said  period  it  manufactured  black  blast- 
ing powder  in  the  State  of  Illinois  for  the  purpose  of  selling  the  same 
In  the  States,  Territory,  and  foreign  country  above  mentioned,  and 
the  same  was  sold  and  delivered  to  purdiasers  in  said  States,  Terri- 
tory, and  foreign  country. 

Second.  That  the  defendant  B.  I.  Du  Pont  de  Nemours  k  Company 
is,  and  has  been  ever  since  the  26th  day  of  February,  1902,  a  cor- 
poration organized  and  existing  under  the  laws  of  the  State  of  Dela- 
ware; that  the  defendant  B.  L  Du  Pont  de  Nemours  Powder  Com- 
pany is,  and  has  been  ever  since  the  19th  day  of  May,  1903,  a  cor- 
poration organized  and  existing  under  the  laws  of  the  State  of  New 
Jersey;  that  the  defendant  B.  I.  Du  Pont  de  Nemours  &  Company  of 
Pennsylvania  is,  and  has  been  ever  since  the  11th  day  of  September, 
1903,  a  corporation  organized  and  existing  under  the  laws  of  the  State 
of  Pennsylvania ;  tiiat  the  Du  Pont  International  Powder  Company  is, 
and  has  been  ever  slnoe  the  14th  day  of  December,  1903,  a  corpora- 
tion organized  and  existing  under  the  laws  of  the  State  of  Delaware ; 
that  the  defendant  the  Delaware  Securities  Company  is,  and  has 
been  ever  since  the  20th  day  of  September,  1902,  a  corporation  or- 
ganized and  existing  nnder  the  lavirs  of  the  State  of  Delaware;  that 
96826*— VOL  4—17 87 
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the  California  Investment  Company  Is,  and  baa  been  ever  since  the 
7th  day  of  April,  1903,  a  corporation  organixed  and  existing  under 
the  laws  of  the  State  of  Delaware;  that  the  Delaware  Investment 
Company  is,  and  has  been  ever  since  the  20th  day  of  September,  1902, 
a  corporation  organized  and  existing  nnder  the  laws  of  the  State  of 
Delaware;  that  the  Hazard  Powder  Company  is,  and  was  during  the 
times  hereinafter  mentioned,  a  corporation  organized  and  doing  busl- 
ness  under  the  laws  of  the  State  of  Connecticut ;  that  the  defendant 
Laflln  &  Rand  Powder  Company  is,  and  was  during  the  times  herein- 
after mentioned,  a  corporation  organized  and  doing  business  under 
the  laws  of  the  State  of  New  York ;  that  the  defendant  the  Eastern 
Dynamite  Company  is,  and  was  during  the  times  hereinafer  men- 
tioned, a  corporation  organized  and  doing  business  under  the  laws 
of  the  State  of  New  Jersey;  that  the  defendant  Fairmont  Powder 
Company  is,  and  was  during  the  times  hereinafter  mentioned,  a  cor- 
poration organized  and  existing  under  the  laws  of  the  State  of  West 
Virginia;  that  the  defendant  the  Intematioiial  Smokeless  Powder  & 
Chemical  Company  la,  and  was  during  the  times  hereinafter  men- 
tioned, a  corporation  organized  and  existing  under  the  laws  of  the 
State  of  New  Jersey;  that  the  defendant  Judson  Dynamite  &  Pow- 
der Company  of  California  is,  and  was  during  the  times  hereinafter 
mentioned,  a  corporation  organized  and  existing  under  the  laws  of 
the  State  of  California;  and  the  defendants  and  each  of  them  are, 
and  were  during  the  times  hereinafter  mentioned,  engaged  in  inter- 
state trade  and  commerce  in  the  shipment  and  sale  of  gunpowder 
and  other  high  explosives  among  the  States  and  Territories  of  the 
United  States  and  in  foreign  countries. 

Third.  That  the  individual  defendants,  Thomas  Coleman  Du  Pont, 
Pierre  S.  Du  Pont,  Alexis  I.  Du  Pont,  Alfred  I.  Du  Pont,  E«agene  Du 
Pont,  Eugene  E.  Du  Pont,  Henry  F.  Du  Pont,  Iren^e  Du  Pont,  Frau- 
ds P.  Du  Pont,  Victor  Du  Pont,  Jr.,  Arthur  J.  Moxham,  Hamilton  M. 
Barksdale,  Edmond  G.  Buckner,  Frank  L.  Connable,  and  Jonathan 
A.  Haskell,  are  and  each  of  tUem  is  a  citizen  and  resident  of  the 
State  and  district  of  Delaware,  and  said  individual  defendants,  and 
each  of  them  as  officers  and  directors  of  the  defendants  mentioned 
in  the  last  preceding  paragraph,  or  some  oi  them,  have  participated 
in,  directed,  and  managed  their  afCaies  in  the  conduct  of  the  inter- 
state trade  aforesaid. 

Fourth.  Plaintiff  shows  that  fbr  a  loag  time  previous  to  the  year 
1902,  to  wit,  for  a  period  of  more  than  30  years  and  by  means  of 
many  agreements  and  the  adoption  of  many  forms,  certain  manu- 
ffeicturers  and  vendors  of  powder  and  other  explosives  in  the  United 
States  and  foreign  countries,  indtnding  some  of  the  defendants  above 
mentioned,  had  attempted  to  establlsli»  and  in  a  measure  had  suc- 
ceeded in  establishing,  a  more  or  leas  complete  monopoly  of  said 
trade  in  their  own  hands;  that  by  forcing  their  competitors  out  of 
business  or  coerdng  them  into  a  union  with  them,  by  imposing  lines 
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and  p«aaltle8  for  TioUitkm  of  said  agreements  to  monopoUaEe  [l»27] 
said  trade,  by  Hmltlng  the  ontiNit  of  the  yarious  iwrtles  to  aald 
agreements,  by  apportionUig  the  share  of  business  among  the  said 
parties,  and  by  diyiding  tlie  said  trade  among  themselves,  by  fixing 
the  prices  of  said  powder  and  other  eaq[»losiTes  arbitrarily  and  not 
according  to  any  law  of  supply  and  demand,  the  said  mao'ifacturers 
and  vendors  became  and  continued  to  be  an  unlawful  combination 
for  tiie  purpose  of  restraining  interstate  trade  and  commerce  within 
the  United  States  and  foreign  countries;  that  on  or  about  the  dth 
day  of  February,  1902,  the  defendants  Thomas  Ck>leman  Du  Pont  and 
Pierre  S.  Du  Pont,  with  the  intent  and  purpose  of  securing  a  more 
complete  monopoly  and  a  more  eifectiye  control  of  the  powder  trade 
in  the  United  States  and  foreign  countries,  caused  the  defendant 
SL  L  Du  Pont  de  Nemours  &  (3ompany  to  be  organized  under  the 
laws  of  the  State  of  Delaware  as  a  corporation  under  the  name  of 
the  B.  I.  Do  Pont  de  Nemours  Company  (which  name  was  subse- 
quoitly  changed  to  the  name  now  borne  by  said  defendant) :  and 
thereupon  the  said  defendant  £1  L  Du  Pont  de  Nemours  &  Company 
entered  upon  the  policy  of  securing  the  actual  physical  or  legal 
ooatrol  and  ownership  of  ail  the  plants,  manufactories,  and  tangible 
property  theretofore  partially  controlled  by  them,  or,  theretofore  co- 
operating with  them,  to  monopolise  the  powder  trade  aforesaid,  and 
to  vest  the  atMK)lute  ownership  thereof  in  said  B.  I.  Du  Pont  de 
Nemours  4  Ck>npany  and  to  dissolve  and  destroy  their  entity,  so 
that  there  could  not  be  any  interference  with  the  plans  of  said  de- 
fendant to  completely  monopolise  the  powder  trade  in  the  United 
States  and  foreign  countries;  tliat  in  pursuance  of  said  policy  and 
purpose  the  said  defendant  E.  L  Du  Pont  de  Nemours  &  Company 
thereafter  succeeded  in  absorbing  or  aoquiring  control  of  a  large  num- 
ber of  said  plants,  manufactories,  and  tangible  property  and  of  the 
corporations  owning  and  operating  the  same.  And  plaintiff  further 
shows  that  notwithstanding  the  success  of  said  defendant  £.  I.  Du 
Pont  de  Nemours  k  Company  in  its  efforts  to  monopolise  the  said 
trade,  not  being  satisfied  with  the  completeness  of  its  monopoly,  and 
seeking  to  make  said  control  absolute,  on  the  19th  day  of  May,  1903, 
caused  the  defendant  B.  I.  Du  Pont  de  Nemours  Powder  Company 
to  be  organised  under  the  laws  of  the  State  of  New  Jersey  with  a 
capital  stock  of  fifty  million  ($50,000,000)  dollars  to  act  as  a  holding 
company  of  the  various  properties,  manufactories,  and  pla/its  which 
bad  already  been  or  might  thereafter  be  acquired  by  it ;  and  there- 
upon the  said  def^mlant  B.  I.  Du  Pont  de  Nemours  &  Company,  in 
consideration  of  the  issuance  to  it  of  thirty  million  two  hundred 
tlMHwand  (180,200,000)  doUars  par  value  of  the  capital  stock  of  the 
said  B.  L  Du  Pont  de  Nemours  Powder  Company,  sold,  assigned,  and 
transferred  to  said  B.  I»  Du  Pont  de  Nemours  Powder  Company,  all 
the  right,  title,  and  Interest  which  it  possessed  In  or  to  any  of  the 
plasts,  niaaulaetoiiesy  or  pc«verties  mtherto  acqi^ed  by  it,  and 
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thereby  placed  within  the  absolute  control  of  the  said  B.  I.  Da  Pont 
de  Nemours  Powder  Company  the  property,  plants,  and  manufactories 
and  the  business  of  the  following-named  corporations,  and  thereupon 
caused  said  corporations  to  be  dissolTed  and  destroyed  and  removed 
from  the  business  of  manufacturing  and  selling  powder  and  other 
explosives,  to  wit:  Blue  Ridge  Powder  Company,  U.  S.  Dynamite 
Company,  Laflin  Powder  Manufacturing  Company,  Hudson  River 
Powder  Company,  Acme  Powder  Company,  Columbia  Powder  Com- 
pany, Dittmar  Powder  &  Chemical  Company,  Mr.  Wolf  I>ynaniite 
Company,  Rock  Glycerine  Company,  Sterling  Dynamite  Company, 
Atlantic  Dynamite  Company  of  New  Jersey,  Atlantic  Dynamite  Com- 
pany of  New  York,  Hecla  Dynamite  Company,  Hercules  Powder 
Company,  Repauno  Chemical  Company,  Repauno  Manufacturing  Com- 
pany, Clinton  Dynamite  Company,  A.  Kirk  &  Son  Company,  Robina 
Fuse  Company,  Weldy  Dynamite  Company,  Oliver  Dynamite  Com- 
pany, Monarch  Powder  Company,  Forcite  Powder  Company  of  New 
Jersey,  Forcite  Powder  Company  of  New  York,  New  York  Powder 
Company  of  New  Jersey,  New  York  Powder  Company  of  New  York, 
Electric  Powder  Company,  Joplin  Powder  Company,  Shenandoah 
Powder  Company,  Brooklyn  Glycerine  Manufacturing  and  Refining 
Company,  Pennsylvania  Torpedo  Company,  A.  S.  Speece  Powder 
Manufacturing  Company,  Giant  Manufacturing  Company,  Standard 
Exporting  Company,  Limited,  Metropolitan  Powder  Company,  Climax 
Powder  Manufacturing  Company,  Explosives  Supply  Company,  [588] 
American  Stor.  and  Deliv.  Company,  Atlantic  Manufacturing  Com- 
pany, Hudson  River  Wood  Pulp  Manufacturing  Company,  National 
Torpedo  Company,  Producers'  Powder  Company,  Chattanooga  Pow- 
der Company,  Lake  Superior  Powder  Company,  Ohio  Powder  Com- 
pany, American  Forcite  Powder  Manufacturing  Company,  Heda 
Powder  Company,  Anthracite  Powder  Company,  Gl<A>e  Powder  Com- 
pany, Marcellus  Powder  Company,  H.  Julius  Smith  Electric  Fuse 
Company,  James  Macbeth  &  Co.,  Phoenix  Powder  Manufacturing 
Company,  Conemaugh  Powder  Company,  Enterprise  High  Explosive 
Company,  Schaghticoke  Powder  Company,  California  Yig  Powder 
Company,  California  Powder  Works,  Western  Torpedo  Company, 
Oliver  Powder  Company,  Thompson  Torpedo  Company,  B.  I.  Du 
Pont  Company,  King  Mercantile  Company,  and  Mahoning  Powder 
Company ;  and  thereupon  the  said  E.  I.  Du  Pont  de  Nemours  Powder 
Company  became  possessed  of  a  controlling  interest  in  the  capital 
stock  of  each  of  the  defendants  herein,  to  wit :  Hazard  Powder  Com- 
pany, the  Laflin  &  Rand  Powder  Company,  the  Eastern  Dynamite 
Company,  the  Fairmont  Powder  Company,  the  International  Smoke« 
less  Powder  &  Chemical  Company,  the  JudSon  Dynamite  k  Powder 
Company,  the  Delaware  Securities  Company,  the  Delaware  Invest- 
ment Company,  the  California  Investment  Company,  the  E.  L  Du 
Pont  de  Nemours  Company  of  Pennsylvania,  and  the  International 
Powder  Company.    And  plaintiff  further  shows  that  the  defendants 
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Tliomas  Gol«mmn  Dq  Pont,  Pierre  S.  Da  Pont,  AlexiB  I.  Da  Pont, 
Alfred  I.  Da  Pont,  Bogene  Da  Pont,  Bugene  B.  Du  Pont,  Henry  F. 
Da  Pont,  Irente  Da  Pont,  Francis  L  Du  Pont,  Victor  Da  Pont,  jr., 
Jonathan  A.  Haskell,  Arthur  J.  Moxbam,  Hamilton  M«  Barksdale, 
and  Frank  L.  Ck>nnable,  as  officers  and  directors  of  the  said  de- 
fendants E.  L  Da  Pont  de  Nemoars  Jc  Company,  and  E.  I.  Du  Pont  de 
Nemours  Powder  Ck>mpany,  and  the  defendant  International  Smoke- 
less Powder  Jc  Chemical  Company,  or  one  of  them,  and  the  defendant 
Edmond  G.  Backner,  as  a  director  of  the  said  defendant  International 
Smokeless  Powder  &  Chemical  Company,  and  each  and  all  of  them, 
have  Instituted,  directed,  ratified,  or  approved  of  the  various  un- 
lawful and  wrongful  acts  hereinbefore  and  hereinafter  complained  of. 
And  plaintilK  further  shows  that  by  reason  of  the  matters  and  things 
alleged  and  set  forth  in  this  paragraph  the  defendants  succeeded  in 
establishing  within  themselves,  and  have  ever  since  maintained,  a 
practically  complete  monopoly  in  interstate  trade  in  powder  and 
other  explosives  amounting  to  about  ninety-five  per  cent  (95%)  of 
said  entire  trade,  and  ever  since  have  been  and  now  are  engaged  in 
a  combination  and  conspiracy  to  unreasonably  restrain  and  monopo- 
lise said  trade  throughout  the  United  States  and  foreign  countries, 
and  have  suppressed  competition,  and  have  fixed  prices  of  powder 
and  other  explosives  arbitrarily  and  unreasonably,  and  have  driven 
independent  competitors  out  of  business,  or  have  coerced  them  into 
a  sale  to  or  union  with  said  unlawful  combination,  and  have  un- 
reasonably restrained  trade  and  commerce  among  the  several  States 
of  the  United  States  and  with  foreign  nations,  and  have  committed 
various  other  unlawful  and  wrongful  acts  as  hereinafter  set  forth, 
all  in  contravention  of  the  laws  of  the  United  States  and  particularly 
the  act  of  Congress  of  July  2, 1890,  and  in  derogation  of  the  rights  of 
plalntifT,  to  Its  great  damage,  as  hereinafter  set  forth. 

Fifth.  Plaintiff  shows  that,  a  short  time  previous  to  the  date  when 
plaintiff  was  incorporated  and  organized  as  hereinbefore  set  forth, 
one  R.  S.  Waddell,  who  afterwards  became  its  president  and  general 
manager,  conceived  the  idea  of  organising,  and  afterwards  perfected 
the  organization,  of  plaintiff  for  the  purpose  of  entering  into  the 
business  of  the  manufacture  and  sale  of  blade  blasting  powder,  and 
his  active  experience  and  acquaintance  with  the  powder  trade  in  the 
United  States  and  foreign  countries  for  a  period  of  more  than  30 
years  enabled  him  to  determine  with  scientific  accuracy  the  best  and 
most  practical  field  for  successful  operation  of  a  plant  with  which 
to  conduct  such  business;  that  the  defendants  well  knew  of  the  ex- 
perience and  ability  of  said  Waddell  as  a  powder  expert  and  sales- 
man, and  well  knew  that  his  aoQualnanoe  with  the  iK>wder  trade 
was  wide  and  accurate;  that  as  soon  as  the  said  defendants  became 
aware  of  the  purpose  of  the  said  Waddell  to  organize  plaintiff  and 
engage  in  the  manufacture  and  sale  of  black  blasting  powder,  and 
with  the  intent  and  purpose   [629]   to  perpetuate  the  monopoly 
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which  they  had  already  ftoquired  as  a£oM0aiil,  entered  into  a  con- 
spiracy to  prevent  him  from  oorryinip  out  his  said  purpose,  and  the 
ofiBcers  aad  agents  of  the  defendant  B.  I.  Du  Pont  de  Nemours  & 
Company  endeavored  to  dissuade  the  said  Waddell  from  carrying 
out  his  said  purpose,  failing  in  which  they  thai  offered  to  join  him 
In  conducting  said  hosiness  upon  tlie  condition  that  he  would  place 
the  said  defendant  B.  I.  Du  Pont  de  Nemours  &  Company  In  control 
of  said  plaintiff's  business  and  affairs,  and  failing  to  obtain  the  con- 
sent of  the  said  Wadd^l  ttiereto,  the  said  ofilcers  and  agents  then 
endeavored  to  influence  him  to  cause  the  plant  of  the  plaintiff  to  be 
located  fn  a  sparsely  settled  region,  where  the  deveioprnMit  of  the 
market  for  black  blasting  powder  had  beea  comparatively  slow  and 
not  of  sufficient  consequence  to  Justify  the  hope  of  prosperous  re- 
turns. Finding  that  the  said  Waddell  oould  not  be  moved  in  his 
purpose  to  select  a  location  and  site  for  the  plant  and  mills  at  a 
point  where  the  powder  triule  was  already  largely  developed  and 
rapidly  developing,  the  said  oflioevs  and  agents  thereupon  immedi- 
ately formed  a  plan  to  prevent  him  from  carrying  out  his  .purpose 
of  organising  your  plaintiff  and  engaging  In  the  business  of  manu- 
facturing and  selling  powder  and  other  explosives,  thus  planning 
to  retain  the  monopoly  of  said  trade,  and  with  this  end  in  view 
they  placed  detectives  on  the  track  of  the  said  Waddell  to  shadow 
him  tiiroughoot  the  United  States  as  he  should  Journ^  from  place 
to  place  in  search  of  a  location,  to  ke^  them  advised  of  his  move- 
ments, and  to  enable  tiiem  through  their  emissaries  to  forestall  him 
in  obtaining  a  location,  and  to  create  opiiosition  to  the  location  of 
•plaintiff's  plant  in  such  place  as  mig^  be  decided  upon,  by  instilling 
fear  into  the  minds  of  the  people  tiiereabout,  and  also,  if  need  be, 
by  entering  into  competition  with  tbe  plaintiff  for  the  purchase  of 
sites  and  bidding  up  the  price  of  said  property,  not,  however,  with 
any  purpose  to  make  use  of  the  same  themselves,  but  to  prevent  the 
entrance  of  an  independent  omnpetitor  fbr  the  powdtf  trade  in  the 
States,  Territory,  and  foreign  couhtry  aforesaid,  and  with  a  view 
of  altogether  preventing  plaintiff  from  finding  a  site  for  its  mills 
and  plant ;  that  by  reason  of  the  matters  and  things  set  forth  in  this 
paragraph  the  said  Waddell  was  compelled  to  travel  from  place  to 
place  with  great  secrecy,  and  sometimes  under  assumed  names,  and 
to  adopt  various  disguises  to  avoid  being  interfered  with,  and  the 
said  Waddell  was  thereby  compelled  to  spend  much  time  and  money 
In  an  effort  to  avoid  the  unjustifiable  surveillance  to  which  the  said 
defendants  subjected  him  while  in  the  pursuit  of  a  lawful  caUIng 
and  while  engaged  in  the  rightful  exercise  of  the  privileges  guaran- 
teed to  citizens  of  the  United  States  by  the  laws  of  the  land. 

Sixth.  Plaintiff  shows  that,  by  neason  of  the  dangerous  nature  of 
powder  and  other  explosives,  the  matter  of  freigbt  rates  and  trans- 
portation facilities  are  important  and  often  cootrc^Ung  factors  in 
^terminlng  the  price  or  prices  jU  which  the  sajue  can  be  deUvened  to 
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tbe  ooQsumer  pnoAtably  and  econamlcally ;  and  for  tbla  reafion  tbe 
powder  trade  of  the  United  States  and  adjoining  countries,  if  left 
free  to  adjust  itself  naturally,  would  tend  to  tbe  establishment  of 
many  local  plants  and  to  active  conq;>etitlon  between  manufacturers, 
and  would  thereby  result  in  great. benefit  to  the  consumer,  and  would 
thereby  tend  to  maintain  prices  at  such  figures  as  would  produce 
reasonable  and  living  profits  to  the  manufacturer ;  that  this  is  par- 
ticularly true  of  black  blasting  powder,  which  is  most  commonly  used 
in  coal  mining  operations;  that  long  experience  has  demonstrated 
that  one  pound  of  aueh  powder  will  be  consumed  on  the  average  to 
each  ten  of  coal  mln«d.  Plaintiff  further  shows  that  by  reason  of 
the  matters  and  things  set  forth  in  this  paragraph,  and  by  reason  of 
the  fact  that  there  was  previous  to  the  year  1903  a  great  extension 
of  coal  mining  operations  and  a  larse  and  rapidly  developing  trade 
in  black  blasting  powder  in  the  States  of  Illinois,  lowa^  Indiana, 
Ohio,  Michigan,  Minnesota,  Missouri,  Montana,  Kansao,  Nebraska, 
Colorado,  Wyoming,  West  Virginia,  and  Indian  Territory,  and  the 
foreign  country  of  Metico,  the  promoters  of  the  business  in  which 
plaintiff  w^as  organized  to  engage,  with  the  intent  and  purpose  to 
supply  a  natural  market  and  demand  and  to  conduct  a  legitimate  and 
profitable  business  in  the  manufacture  and  sale  of  black  blasting 
powder,  selected  a  point  near  the  dty  of  Peoria,  State  of  Illinois,  as 
the  most  favorable  location  for  its  plant  and  [680]  mills  and  con- 
structed the  same  at  said  paint;  that  said  city  of  Peoria  was. at  said 
time  and  ever  since  has  been  favorably  situated  with  r^asfect  to  rail- 
road facilities  and  transportation,  and  has  had  and  still  has  the  bene- 
fit of  favorable  freight  rates  due  to  competitive  tranq;)ortatlon  con- 
ditions; that,  by  reason  of  the  superior  transportation  facilities  and 
freight  rates  thus  afforded,  plaintiff  was  assured  of.  a  vast  market 
for  its  product  as  aforesaid.  And  plaintiff  further  shows  that  the 
natural  and  xu>rmal  increase  of  tbe  consumption  of  black  blasting 
powder  in  said  States,  Territory,  and  foreign  country,  for  a  long  time 
previous  to  the  location  and  construction  of  its  said  plant  and  mills, 
was  much  nM>re  than  sufficient  to  have  absorbed  the  entire  output 
thereof,  working  at  their  full  capacity,  without  diverting  any  of  the 
trade  already  established  from  the  usual  channels  of  su]M>ly  and  with- 
out disturbing  any  existing  business  of  any  other  manufacturer 
thereof. 

Seventh.  Plaintiff  shows  that  by  reason  of  the  favorable  location  x>f 
its  mills  and  plant  as  hereinbefore  alleged,  and  by  reason  of  the 
superior  facilities  of  transportation  and  freight  rates  afforded  there- 
by, it  was  able  to  meet  the  reauirements  of  consumers  of  black 
blasting  powder  in  the  States,  territory,  and  fioreign  country  above 
mentioned,  at  the  lowest  price  at  whidi  the  same  could  be  made  and 
supplied  and  leave  a  fair  and  living  profit;  that  It  was  willing  and 
able  to  engage  in  fair  and  open  conuatltlon  for  the  said  trade  with 
any  other  manufacturer  or  manufacturers  of  black  blasting  powder ; 
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that  defendants,  well  knowing  tbla  fact,  but  being  deslroas  to  pre- 
vent fair  and  open  competition,  or  in  fact  any  competition  at  all, 
and  with  the  design  and  intent  to  coerce  plaintiff  into  a  combination 
with  said  defendants,  or  to  drive  it  out  of  business,  and  thereby 
stifle  competition  in  said  district,  entered  into  a  conspiracy  with  each 
other,  whereby  all  the  other  defendants  except  the  E.  I.  Da  Pont  de 
Nemours  Powder  Cknnpany  agreed  to  retire  from  the  business  of  sup- 
plying or  competing  for  the  trade  In  said  States,  territory,  or  fbreign 
country,  and  thus  leave  the  said  E.  I.  Du  Pont  de  Nemours  Powder 
Ck)mpany  a  clear  field  to  carry  on  a  war  of  extermination  against 
plaintiff  and  drive  it  out  of  business ;  and  in  pursuance  of  said  agree- 
ment and  as  part  thereof  an  arrangement  was  made  between  said 
conspirators  whereby  all  losses  were  to  be  apportioned  among  them 
ratably,  and  whereby  the  said  defendant  E.  I.  Du  Pont  de  Nemours 
Powder  (Company  should  be  compensated  for  all  losses  which  it  might 
incur  or  suffer  in  carrying  on  such  war  of  extermination.  Thereupon 
the  said  defendant  E.  I.  Du  Pont  de  Nemours  Powder  Company  ap- 
pointed a  committee  (known  and  designated  as  *'the  Peoria  Ck>m- 
mittee*')  to  have  charge  of  and  conduct  said  fight  against  plaintiff, 
and  in  further  pursuance  of  said  arrangement,  for  the  purpose  of 
enabling  the  defendant  E.  I.  Du  Pont  de  Nemours  Powder  Company 
to  conduct  a  more  effective  campaign  against  your  petitioner,  all  of 
the  other  defendants  withdrew  their  agencies  from  said  city  of  Peoria 
and  ceased  all  effort  to  secure  any  of  the  trade  in  black  blasting 
powder  for  themselves  within  said  States,  territory,  and  foreign  coun- 
try, taking  in  lieu  thereof  certain  allotments  of  trade  elsewhere  to 
compensate  them  for  the  trade  thus  yielded ;  that  thereupon  the  said 
defendant  K  I.  Du  Pont  de  Nemours  Powder  Company  began  and 
continued  a  most  determined,  bitter,  and  disastrous  warfare  against 
plaintiff  to  destroy  its  business  and  prevent  it  from  acquiring  any 
new  business  and  to  drive  it  out  of  business  entirely,  as  more  particu- 
larly hereinafter  set  forth. 

Eighth.  Plaintiff  further  shows  that  the  defendant  E.  t.  Du  Pont 
de  Nemours  Powder  Company  instituted  shortly  after  the  organization 
of  said  company,  and  maintained  and  still  maintains  as  a  part  of  its 
organization  for  the  more  effective  prevention  and  suppression  of  com- 
petition, a  department  or  bureau  known  as  the  "  Bureau  of  Information  '* 
(sometimes  called  "Trade  reports  Bureau") ;  that  the  headquarters  of 
said  bureau  was  established  and  has  since  been  kept  at  the  head 
office  of  said  defendant  in  the  city  of  Wilmington,  Delaware;  that 
said  bureau  has  maintained  and  still  maintains  a  system  of  agents, 
emissaries,  spies,  and  detectives  throughout  the  various  States  and 
Territories  of  the  United  States  and  in  some  foreign  countries  for 
the  purpose  of  collecting  and  reporting  all  facts,  rumors,  and  infor- 
mation of  every  kind  concerning  the  trade  In  powder  and  other 
explosives,  and  concerning  the  various  consumers  and  manufactuiv 
era  of  the  [6S1]  same;  that  said  agents,  ttnissaries,  spies,  and  detde- 
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tires  are  from  time  to  time  instmcted  and  required  to  collect 
such  facta,  mmora,  and  Information  in  any  manner  whidi  they  may 
deem  necessary  for  that  purpose  and  wlthont  regard  to  the  means 
employed;  that  hy  reason  of  said  instructions  and  requirements  the 
said  agents,  emissaries,  spies,  and  detectives  liave  resorted  to  Tarlons 
questionable  and  corrupt  practices  for  the  purpose  of  obtaining  such 
facts,  rumors,  and  information,  and  said  defendant  has  thereby  built 
up  and  maintained  a  system  of  espionage  upon  the  business  and 
private  aftairs  of  persons,  corporations,  and  associations  engaged  In 
legitimate  occupations  throughout  the  United  States  and  foreign 
countries  entirely  at  variance  with  the  genius  of  the  Qovemment  of 
the  United  States  and  In  contravention  of  the  statutes  and  laws  of 
the  land ;  that  from  time  to  time  a  vast  amount  of  facts,  rumors,  and 
other  information  has  been  collected  and  forwarded  to  said  bureau 
of  Information,  and  the  same  has  been  tabulated  and  arranged  Into 
three  divisions,  designated  as  white,  yellow,  and  red  divisions;  that 
the  white  division  contains  reports  concerning  consumers  and  manu- 
facturers who  are  classed  as  loyal  to  the  said  defendant  E.  I.  Du 
Pont  de  Nemours  Powder  Company  and  whose  loyalty  may  be  de- 
pended upon  under  all  circumstances;  that  the  yellow  division  con- 
tains reports  of  consumers  and  manufacturers  who  are  considered  as 
friendly  to  said  defendant,  but  untrustworthy,  and  whose  move- 
ments must  be  watched,  and  who  must  be  dealt  with  as  the  circum- 
stances may  seem  to  require  from  time  to  time,  and  who  are  kept 
undar  close  surveillance  and  espionage  to  prevent  the  loss  of  their 
trade,  support,  and  cooperation;  that  the  red  division  contains 
reports  of  consumers  and  manufacturers  known  to  be  Independent, 
and  who  are  ready  and  willing  at  all  times  to  enter  the  open  market 
and  encourage  competition  in  the  powder  trade,  and  who  are  there- 
fore classed  as  enemies  to  said  defendant  and  dangerous  to  its 
numopoly,  and  who  are  marked  for  the  most  vigorous  methods  which 
can  be  brought  to  bear  to  coerce  them  Into  a  union  with  the  defend- 
fuits  or  to  complet^y  drive  them  out  of  business,  and  the  agents, 
emissaries,  spies,  and  detectives  of  the  B.  I.  Du  Pont  de  Nemours 
Powder  Oompany  are  required  to  Increase  their  vigilance  and  espion- 
age and  seize  upon  every  opportunity  to  annoy,  embarrass,  and  injure 
them  in  such  business ;  and  for  this  purpose  such  agents,  emissaries, 
spies,  and  detectives  are  authorized  to  stir  up  strife  between  em- 
ployers and  onployees,  to  encourage  creditors  to  Institute  legal  pro- 
ceedings, to  create  false  and  malicious  rumors  concerning  their  sol- 
vency, and  generally  do  any  and  every  thing  which  would  tend  to 
discredit  and  embarrass  them,  and  to  make  full  reports  of  alt  such 
false  and  fictitious  conditions  thus  sedulously  and  wickedly  created 
by  themselves ;  that  it  has  long  been  the  practice  with  said  bureau  of 
Information  to  select  certain  fbcts,  rumors,  and  other  information 
and  spread  fheifl  broadcast  among  the  powder  trade,  where  they 
would  produce  the  greatest  damage  to  such  consumers  and  manufae- 
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tnr^rs  lachidad  within  the  elan  known  aa  the  red  OMiion,  In  order 
to  force  them  to  ally  themselves  with  said  defendant  and  co-operate 
with  it  in  maintaining  its  monopoliatic  control  of  the  powder  trade 
or  drive  them  out  of  hosinesB  entirely.  And  plaintiff  further  shows 
that  plaintiff  and  its  customers  were  classed  by  said  bureau  with  the 
division  known  as  the  red  division,  and  that  every  method  and  device 
known  to  the  said  bureau  and  its  agents,  emissaries,  spies,  and 
detectives  was  employed  to  prevent  it  from  acquiring  any  portion  of 
the  powder  trade  and  to  prevent  consumers  of  black  blasting  powto* 
from  purchasing  the  same  from  it,  and  to  induce  its  customers  to 
abandon  it,  and  to  injure  and  destroy  its  credit  by  creating  distrust 
among  its  creditors,  and  by  circulating  false  and  malicious  rumors 
regarding  its  solvency,  and  by  circulating  false  and  malicious  state- 
ments concerning  the  quality  of  the  powder  manufactured  by  peti- 
tioner, and  by  stirring  up  strife  between  miners  and  operators, 
thereby  to  induce  said  miners  to  refuse  to  use  the  powder  asanufac- 
tured  by  plaintiff,  and  by  circulating  false  and  malicious  reports 
concerning  the  solvency  of  customers  of  the  plaintiff,  for  the  purpose 
of  embarrassing  them  among  their  creditors  and  forcing  them  to 
abandon  plaintiff,  and  by  secretly  sending  its  emissaries  and  aptes 
into  plaintiff*s  mills  and  plant  to  learn  the  secrots  of  its  business  and 
tany;)ering  with  its  processes,  and  to  dest&oy  its  buildings  [4ft2]  and 
machinery,  and  by  employing  the  agents  of  various  transportation 
companies  to  furnish  information  of  the  consignments  from  idaintiff*s 
mills  and  the  names  and  addresses  of  the  consignees,  and  thereafter 
inducing  said  consignees  to  reject  said  consignments  by  offering  to 
furnish  them  black  blasting  powder  below  the  price  contracted  with 
the  plaintiff,  and  below  any  price  which  plaintiff  might  see  fit  to  offer, 
and  below  the  actual  cost  of  said  powder  if  necessary  to  secure  said 
trade,  all  as  naore  particularly  hereinafter  set  forth. 

Ninth.  Plaintiff  shows  that  there  was,  during  the  period  while 
plaintiff  was  engaged  in  the  manufacture  and  sale  of  powder,  an 
association  known  as  the  "Goal  Operators'  Association,"  composed 
of  the  owners  and  operators  of  coal  mines  in  the  State  of  Illinois 
and  other  States,  and  another  association  known  as  the  "Miners* 
Union,"  composed  of  miners  engaged  in  niinlng  said  mines;  that 
annually,  or  as  often  as  might  appear  to  be  necessary,  an  agreement 
was  regularly  entered  into  between  said  associations  to  the  effect  that 
the  members  of  the  Operators'  Association  should  originally  purchase 
all  powder  necessary  to  be  used  in  the  mining  operations  to  becaccled 
on  in  all  mines  owned  or  opiated  by  them,  and  that  the  members 
of  the  Miners'  Union  would  buy  of  the  <4[»erat<NrB  all  the  powder  used 
by  them  in  performing  the  work  in  such  mines,  at  die  agreed  price 
of  one  deUar  and  seventy-flve  cents  (|1J6)  per  keg ;  that  said  price 
was  fixed  and  unchangeable  during  the  life  of  saidiagveement,  re- 
gardless of  title  price  at  which  the  operators  might  :be  ahte  to  pnr- 
chase  saJ14  .powder ;  that  these  agreements  have  sometimes  predneed 
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dlMord  between  the  members  of  the  two  aaseciatlons,  and  have  some- 
times led  to  claims  of  injustice  on  the  part  of  the  miners  asain>t 
tiie  operators  by  reason  of  the  variation  In  Hie  prices  at  which  the 
operators  may  have  been  enabled  to  purchase  the  powder  from  the 
mannfticturer.  And  plaintilT  shows  that  the  defendant  B.  I.  Du  Pont 
de  Nemours  Powder  Company,  at  various  times  after  plalntiiTs  plant 
went  into  operation,  ^nployed  evilly  diq^osed  persons  to  enter  the 
mines  of  operators  who  had  made  purchases  of  blaclc  blasting  powder 
of  plaintiff,  for  the  purpose  of  stirring  up  disconteet  among  the  miners 
and  to  instill  into  th^  minds  prejudice  against  said  powder,  and  to 
cause  them  to  refuse  to  use  the  same,  so  as  to  induoe  the  purchaser 
to  reject  the  same,  intending  end  plaonlng  thereby  to  secure  to  itself 
tbe  business  of  said  operators;  and  in  some  instances  tiiese  methods 
succeeded  in  producing  boycotts  by  said  mineors  aeainst  the  powder 
manufactured  by  plaintiff,  and  by  reason  of  such  wrongful  and  wicked 
conduct  certain  consignments  of  powder  from  plaintiff's  miUs  were 
from  time  to  time  rejected  and  returned,  and  further  purchases  were 
discontinued  through  fear  of  causing  disagreements  and  disturbances 
which  would  lead  tx)  shut-downs  and  idleness.  Plaintiff  further 
shows  that  such  a  condition  was  the  more  easily  created  by  reason 
of  the  fact  that  the  Miners'  Union  always  reserved  the  right  under 
said  agreements  to  select  the  grade  and  malce  of  powder  which  the 
operator  was  bound  to  purchase;  and  in  order  to  foment  unjust 
opposition  and  strife,  certain  persons  were  employed  by  said  de- 
.fendant  fiL  I.  Du  Pont  de  Nemours  Powder  Company  to  travel  from 
place  to  plaoe  and  mingle  with  the  miners  of  the  various  coal  mines 
to  insidiously  induce  them  to  believe  that  it  was  for  their  interest 
to  reject  the  powder  nmnufactured  by  the  plaintiff,  and  certain  in0u- 
ential  miners  were  employed  to  maJce  use  of  their  influence  with  their 
fellow  workmen  to  induce  them  to  boycott  such  pow.der ;  that  in  some 
cases  intoxicating  lloaofs  were  distributed  among  said  miners,  some- 
times clothing,  food,  and  household  articles  were  distributed  among 
said  miners  and  their  families,  and  sometimes  cash  was  paid  to 
various  of  said  miners  to  obtain  their  co-operation  and  influence  with 
their  fellow  workmen  as  aforesaid;  that  these  methods  were  some- 
times carried  to  such  an  extent  as  to  become  open  and  public  scandals, 
and  from  time  to  time  various  committees  of  said  miners  waited 
mKMi  the  officials  of  plaintlfl  with  propositions  to  desist  in  their  oppo- 
sitlOQ  If  plaintiff  would  increase  the  compensation  which  they  were 
already  receiving  from  said  defendant,  its  agents,  and  emissaries; 
that  by  reascm  of  the  matters  and  things  aU^^l  in  this  parAgraph 
the  good  order  and  peace  of  the  community  was  disturbed  and  set 
at  nsmght,  and  the  morals  of  said  employte  corrupted,  and  the  coal 
mining  business  ^  said  [M8]  operators  was  disturbed,  and  serious 
loas  was  oeoasiooed  and  threatoned  to  them,  and  the  said  operators 
ahnost  invariably ,  yielded  to  the  demands  thus  flctitionaly  created 
and  refused  to  make  further  purchases  Xrom  plaintiff.. 
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Tenth.  Plaintiff  shows  that  the  defendant  B.  I.  I>a  Pont  de  Nemours 
Powder  Company  on  various  occasions  caused  varioas  persons  to  seek 
employment  with  plaintiff  for  the  purpose  of  entering  its  mills  and 
plant  and  obtaining  its  manufacturing  and  business  secrets,  and  plain- 
tiff, being  ignorant  of  the  purpose  of  said  persons  in  seeking  employ- 
ment and  not  suspecting  their  duplicity  and  fraud,  and  being  de- 
sirous of  obtaining  their  services,  gave  employment  to  some  of  such 
persons,  and  particularly  to  one  Golbum,  who  was  onployed  as  a  com- 
petent and  trustworthy  person  to  act  as  superintendent  ol  its  plant 
and  mills;  that  subsequently  plaintiff  ascertained  that  said  Golburn 
prepared  frequent  reports  of  its  business,  and  of  the  yarious  processes 
used  by  it,  and  of  the  amount  of  powder  manufactured  and  shipped 
by  it,  and  of  tlie  names  and  addresses  of  the  consignees,  all  of  which 
were  regularly  transmitted  to  the  defendant  B.  L  Du  Pont  de  Nemours 
Powder  Company  at  Wilmington,  Delaware;  and  in  other  instances 
the  said  defendant  B.  I.  Du  Pont  de  Nemours  Powder  Company  suc- 
ceeded in  enlisting  the  services  of  employ^  of  various  railway  com- 
panies receiving  powder  ftom  piaintiff  for  transportation  to  its  cus- 
tomers (particularly  certain  employ^si  of  the  Chicago,  Burlington  & 
Quincy  Railroad  Company)  to  furnish  said  defendant  with  daily 
telegraphic  reports  of  all  shipments  made  by  plaintiff  from  its  mills 
and  passing  throng  th^r  hands;  that  sometimes  in  consideration  of 
said  services  said  defendant  agreed  to  pay  and  did  pay  said  railway 
employes  one  dollar  ($1)  for  each  telegram  and  five  dollars  ($5)  for 
each  letter  sent  to  the  said  defendant  or  any  of  its  agents  or  emlsi 
Wri^  land  carrying  any  such  information ;  and  said  defendant  agreed 
to  and  did  pay  others  of  said  employ^  various  sums  of  money  by  way 
of  salary.  And  plaintiff  further  shows  that  immediately,  and  contin- 
uously for  a  long  period  of  time,  the  information  so  obtained  was 
made  use  of  by  the  said  E.  I.  Du  Pont  de  Nemours  Powder  Company 
in  various  ways  to  induce  said  consignees  to  reject  shipments  fk^m, 
and  to  abandon,  plaintiff  and  thereafter  to  purchase  black  blasting 
powder  of  said  defendant  exclusively,  and  in  some  cases  such  cus- 
tomers were  thereby  induced  to  desert  plaintiff,  and  in  other  cases  to 
reject  the  shipment  already  consigned. 

Bleventh.  Plaintiff  shows  that  the  said  B.  I.  Du  Pont  de  Nemours 
Powder  Company,  as  a  part  of  Its  plan  to  create  and  maintain  a 
monopoly  in  the  powder  trade  of  the  United  States  and  foreign  coon- 
tries,  and  intending  to  ruin  plaintiff  and  drive  it  out  of  business, 
sought  to  make  it  impossible  for  plaintiff  to  secure  any  trade  what- 
soever in  said  States,  Territory,  or  foreign  country  by  inducing  each 
consumer  of  black  blasting  powder  therein  to  enter  into  a  secret 
contract  with  said  defendant  whereby  said  consumer  bound  himself 
to  give  the  said  defendant  his  exclusive  trade  In  said  powder  for 
a  term  of  years,  varying  from  one  to  five  years ;  that  said  contracts 
were  secured  sometimes  by  promises  of  special  privileges  and  prior 
right  over  other  persons  for  delivery,  sometimes  by  threats  to  de- 
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priTtt  Midi  Gonsmiier  of  the  right  to  imrchase  other  grades  of  powder 
and  exploeiTes  not  manufactured  by  the  plaintiff,  sometimes  by  mis- 
representing the  capacity  of  plaintiff's  mills  and  plant,  sometimes  by 
circnlating  false  and  damaging  statements  through  its  agents  and 
emissaries  concerning  accidents  at  piaintiff*s  mills  and  plant,  some- 
times by  false  and  malidous  statements  oonceming  the  quality  of 
plaintiff's  powd«r,  sometimes  by  threats  to  discredit  such  consumer's 
solvency  among  his  creditors,  sometimes  by  offers  of  financial  assist- 
anoe  to  such  consumers,  sometimes  by. stirring  up  strife  among  the 
employte  of  such  consumer  as  hereinbefore  alleged,  and  by  various 
other  unlawful  and  wicked  conduct.  And  plaintiff  further  shows  that 
tibe  terms  of  said  contracts,  and  even  the  existence  thereof,  were  in 
all  cases  made  strictly  confidential,  for  the  reason  that  the  said  de- 
fendant well  knew  that  said  contracts  were  unjust,  unfair,  unlawful, 
and  that  they  were  especially  contrary  to  the  act  of  Congress  known 
as  the  "  Sherman  Act,"  and  made  in  defiance  of  said  act  and  with  de- 
liberate purpose  to  evade  its  provisions ;  that  said  contracts  provided 
for  secret  rebates  based  upon  a  schedule  of  the  amount  of  powder 
purchased  annually  as  follows,  to  wit :  A  purchase  of  more  than  five 
hun{684]dred  (500)  and  less'  than  one  thousand  (1,000)  kegs  an* 
nually  entitled  the  purchaser  to  a  rebate  of  five  (5)  cents  per  keg; 
more  than  one  thousand  (1,000)  and  less  than  twenty-five  hundred 
(2,500)  kegs,  a  rebate  of  ten  (10)  cents  per  keg;  more  than  twenty- 
five  hundred  (2,500)  and  less  than  five  thousand  (5,000)  kegs,  a 
rebate  of  fifteen  (15)  cents  per  keg;  more  than  five  thousand  (5,000) 
and  less  than  ten  thousand  (10,000)  kegs,  a  rebate  of  seventeen  and 
one-half  (17^)  cents  per  keg;  more  than  ten  thousand  (10,000)  and 
leas  than  twenty-five  thousand  (25,000)  kegs,  a  rebate  of  twenty 
(20)  cents  per  keg;  over  twenty-five  thousand  (25»000)  kegs,  a  rebate 
of  twenty-two  and  one-half  (22^)  cents  per  keg.  And  plaintiff  fur^ 
ther  shows  that  in  cases  where  the  consumer  could  not  be  induced  to 
contract  as  aforesaid,  a  "  special  cut  price  "  was  issued  for  his  benefit, 
of  which  he  was  permitted  to  take  advantage  at  any  time  he  desired, 
to  the  same  effect  as  if  he  had  signed  such  contract,  and  by  reason 
of  the  fact  that  such  special  price  was  far  below  a  fair  and  living 
price  for  said  powder  and  did  not  afford  a  fair  profit  therefor,  or 
in  fact  any  profit  whatsoever,  it  was  impossible  for  plaintiff  to  com- 
pete for  the  trade  of  such  consumer,  and  his  trade  went  to  said 
defendant  as  effectively  as  if  covered  by  a  formal  contract  And 
plaintiff  further  shows  that  in  those  cases  where  a  customer  was 
already  under  contract  with  the  said  defendant  at  the  time  when 
plaintiff  began  business,  the  said  deftodant,  realizing  the  insufficiency 
of  said  contracts  to  bind  said  consumer  lawfully,  and  In  order  to 
forestall  plaintiff  in  its  efforts  to  secure  the  trade  of  said  consumer 
in  open  and  free  competition,  voluntarily  increased  the  secret  rebates 
specified  therein  and  made  such  increases  effective  immediately  and 
to  continue  for  the  unexpired  term  of  the  contract,  upon  the  condition 
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that  said'  exdiuilTe  contract  sboold  and  would  be  exUmuML  and  con^ 
tinned  at  its  expiration  for  a  further  term  of  years ;  that  tlie  amount 
of  the  rebate  and  the  increase  of  rebate  was  not  regulated  or  deter- 
mined by  any  law  of  supply  and  demand  but  was  determined  solely 
by  the  necessity  of  aMOdng  a  price  whidi  would  be  sufficient  to  Induce 
the  consumer  to  give  all  his  trade  to  the  said  defendant  and  take  him 
out  of  the  open  marlcet  for  a  long  period  of  time,  at  least  until  plain- 
tiff hnd  been  coerced  into  submission  or  forced  to  retire  from  busi- 
ness ;  that  said  defendant  was  able  to»  and  in  some  cases  did,  contract 
to  supply  said  powder  at  less  than  the  actual  cost  thereof,  without 
any  regard  whatsoever  to  a  fair  and  living  profit  or  any  profit 
thereon,  which  said  defendant  was  enabled  to  do  by  reason  of  the 
fact  that  all  losses  wtddi  it  might  thereby  sustain  should  and  would 
be  apportioned  among  and  made  up  to  it  pro  rata  by  the  other  de- 
fendants herein. 

Twelfth,  maintiif  shows  that,  in  furtheranoe'of  the  purpose  of  the 
defendants  to  monopolize  and  control  the  trade  of  powder  and  other 
explosives,  the  defendant  E.  I.  Du  Pont  de  Nemours  Powder  Oompany 
shortly  after  its  incorporation  created  a  board,  Imown  as  the  "  Sales 
Board  "  and  composed  of  a  director  of  sales  and  assistant  directors, 
who  exercised  the  power  to  fix  prices  and  establish  policies  which  all 
the  other  defendants  and  parties  to  the  unlawful  combination  and 
conspiracy  were  compelled  to  observe;  that  no  regular  or  fixed  price 
list  was  issued,  but  the  prices  which  were  established  from  time  to 
time  were  purely  arbitrary;  that  in  those  States,  Territories,  or 
foreign  countries  ^^iiere  the  defendants  were  hi  full  control  ot  tbe 
powder  trade  such  prices  were  always  fixed  so  as  to  leave  substantial 
and  sometimes  excessive  margins  of  profit,  but  that  in  those  States, 
Territories,  and  foreign  countries  where  the  defendants  or  some  of 
them  were  conducting  business  in  competition,  or  in  danger  of  com- 
petition, such  prices  were  regulated  and  determined  sol^y  with  the 
object  in  view  of  preventing  all  manufacturers  not  parties  to  the 
conspiracy  from  obtaining  a  fair  proportion  or  any  of  the  powder 
trade,  and  not  with  a  view  of  obtaining  business  for  itself  at  a  fair 
margin  of  profit,  so  that  said  defendant  might  have  a  clear  field  to 
make  any  prices  it  should  thereafter  see  fit,  and  without  regard  to 
the  interest  of  the  consumer.  And  plaintiif  further  shows  that  for  a 
period  of  more  than  five  years  it  was  oontinuousiy  forced  to  meet 
the  prices  thus  fixed  by  said  defendant  in  an  endeavor  to  obtain  and 
retain  enough  business  to  keep  its  mills  and  plant  operating  and 
to  obtain  its  fair  share  of  the  powder  trade  in  said  States,  Territory, 
and  foreign  country;  but  plaintiif  was  unable  to  offer  to  supply 
such  powder  at  nny  [M6]  price  below  which  said  defendant  would 
not  go,  and  wherever  and  whenever  the  business  of  the  consumer 
was  siibmitted  ftir  bid,  or  to  competition,  in  almost  every  case  the 
said  deflendant  would  underMd  plaintiff  by  persistently  redueing  its 
price  St  from  five  to  tea  cents  per  keg;  and  tbm  not  only  depriving 
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pHtintlff  of  said  buslnesc^  bat  flometimes  making  sales  at  an  actual 
loss;  that  in  this  manner  plaintiff  would  ultimately  be  compelled  to 
surrender  the  business  of  such  consumer  and  leave  the  said  defendant 
a  dear  field  to  make  up  its  losses  by  fixing  any  price  it  might  there- 
after see  fit ;  and  by  reason  of  the  matters  and  things  alleged  in  this 
paragraph  plaintiff  suffered  irreparable  losses,  not  only  in  the  loss 
of  the  fair  profits  which  would  have  come  to  it  from  each  contract 
which  it  was  thus  prevented  from  securing,  but  from  the  extension 
of  its  business  so  as  to  keep  its  mills  and  plant  continuously  operating. 
And  plaintiff  further  shows  that  the  said  defendant  E.  I.  Du  Pont 
de  Nemours  Powder  Company,  in  pursuance  of  the  policy  and  prac^ 
tices  in  this  paragraph  set  forth,  has  in  most  cases  ultimately  suc- 
ceeded in  inducing  the  purchasers  of  black  blasting  powder  to  enter 
into  contracts  with  it  for  a  period  of  years  according  to  the  tenor  and 
^f^ect  hereinbefore  in  the  last  preceding  paragraph  set  forth,  and 
has  thereby  gradually  removed  the  danger  of  competition  in  the 
powder  trade  in  said  States,  Territory,  and  fbreign  country  by 
absorbing  more  than  nlnety-ftve  per  cent  thereof. 

Thirteenth.  Plaintiff  shows  that  on  or  about  the  10th  day  of  Ja»- 
uary,  1004,  an  explosion  occurred  at  its  said  plant  and  mills  whereby 
a  large  part  thereof  was  totally  destroyed,  entailing  a  heavy  direct 
loss  upon  the  plaintiff  on  account  of  the  destruction  of  said  prop- 
erty, and  further  serious  losses  on  account  of  the  enforced  idleness 
of  the  remainder  of  said  plant  and  mills  during  the  time  required  for 
reft>uildlng;  and  your  plaintiff  farther  i^ows  that  said  explosion 
occurred  in  this  wise,  namely:  During  the  noon  hour  on  said  day, 
while  the  employees  who  had  been  assigned  to  work  in  that  portion 
of  said  plant  which  was  destroyed  were  absent  therefrom  at  luncheon, 
some  person  or  i>ersons  unknown  to  plaintiff  entered  the  said  build- 
ing and  distributed  matches  which  had  been  previously  colored  with 
black  ink  along  the  fioor  and  walks  where  powder  dust  had  settled, 
and  where  they  would  ignite  If  cttepped  upon;  that  upon  the  return 
of  said  employees  they  immediately  discovered  that  the  doors  to  said 
buildings  had  been  opened,  and  upon  entering  also  discovered  some 
of  the  matches  distributed  as  aforesaid ;  that  immediately  upon  the 
matter  being  reported  to  the  official  in  charge  of  said  buildings,  in- 
structions were  given  to  the  said  employees  to  remo^re  their  shoes  and 
make  a  careful  search  for  said  matches  upon  their  hands  and  knees ; 
that  while  thus  engaged  an  explosion  occurred,  and  two  of  said  em- 
ployees were  killed  and  others  seriously  injured.  And  plaintiff  fur- 
ther shows  that  immediately  after  said  explosion  the  agents  of  said 
defendant  caused  to  be  printed  and  distributed  among  Its  own  and 
plaintiffs  customers  Ikrge  numbers  of  exaggerated  reports  of  the 
extent  of  the  damage  done  by  said  explosion,  and  endieavored  to  create 
a  feeling  of  uncertainty  among  consumers  generally,  tfnd'  among 
plaintiff's  customei^  in  particular,  concerning  p^aintttt^s  ability  to 
meet  their  future  i^uiremtots  for  black  blastiag  powder,  with  a 
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Tlew  to  inducing,  and  in  some  caaes  thereby  auoceeded  in  inducing, 
said  consumers  to  enter  into  exclusive  contracts  with  said  defendant 
to  supply  them  with  black  blasting  powder,  said  contracts  being  of 
the  tenor  and  effect  hereinbefore  in  paragraph  eleventh  particularly 
set  forth. 

Fourteenth.  Plaintiff  shows  that  the  defendant  E.  I.  Du  Pont  de 
Nemours  Powder  Company,  in  order  to  forestall  and  prevent  the  con- 
struction of  powder  mills  throughout  the  United  States  and  foreign 
countries,  and  to  prevent  competition,  and  with  the  purpose  of  secur- 
ing to  Itself  and  its  associates  in  said  unlawful  combination  and  con- 
spiracy to  monopolize  the  powder  trade,  further  conspired,  combined, 
confederated,  and  agreed  to  and  with  various  persons,  corporations, 
and  associations  engaged  in  the  manufacture  of  powder-making  ma- 
chinery for  the  purpose  of  obtaining  the  exclusive  use  and  control  of 
powder-making  machinery,  and  thereby  to  limit  the  sale  and  use  of 
such  machinery  to  themselves  and  their  associates;  and  by  threaten- 
ing to  refuse  to  purchase  powder-making  machinery  of  any  maker 
who  would  not  give  it  and  them  such  exclusive  right  the  said  B.  L 
Du  Pont  de  Nemours  Powder  [&S6]  Company  succeeded  in  intimidat- 
ing many  powder  machinery  makers,  and  thereby  induced  them  to 
refuse  to  s^  such  machinery  to  any  person,  corporation,  or  associa- 
tion not  a  party  to  the  said  combination  and  conspiracy.  And  plain- 
tiff shows  that  at  the  time  when  plaintiff  decided  upon  the  construc- 
tion of  its  plant  as  aforesaid,  plaintiff  sought  to  purchase  the  neces- 
sary machinery  for  use  in  said  plant  from  various  manufacturers  of 
high-grade  powder-making  machinery,  to  wit:  The  Prox-Brinkman 
Manufacturing  Company,  of  Terre  Haute,  Indiana,  and  Olin  Scott  of 
Bennington,  Vermont,  and  I.  &  £1  Qreenwald  Co.,  of  Cincinnati,  Ohio, 
and  others;  that  at  the  behest  of  the  said  defendant  B.  I.  Du  Pont  de 
Nemours  Powder  Company,  and  in  pursuance  of  said  unlawful  agree- 
ment, said  manufacturers  declined  to  supply  such  machinery  to  plain- 
tiff upon  the  ground  that  the  said  defendants  had  insisted  generally, 
and  particularly  in  the  case  of  plaintiff,  opon  a  strict  compliance  with 
the  terms  of  the  said  agreement,  under  penalty  of  the  loss  of  future 
patronage  of  the  said  defendant  and  its  associates  in  said  combination 
and  conspiracy ;  and  thereby  plaintiff  was  compelled  to  and  did  con- 
tract for  the  manufacture  of  said  machinery  especially  for  its  pur- 
poses with  other  persons,  and  paid  therefor  a  much  higher  price  than 
the  usual  and  customary  cost  of  similar  powder-making  machinery, 
and  largely  in  excess  of  the  cost  of  similar  powder-making  machinery 
to  the  said  defendant  and  its  assodates,  and  largely  in  excess  of  what 
plaintiff  could  have  obtained  said  machinery  for,  but  for  the  threats. 
Intimidation,  and  unlawful  conduct  hereinbefore  in  this  paragraph 
set  forth,  to  the  damage  of  plaintiff  in  the  sum  of  five  thousand  dol- 
lars (15,000). 

Fifteenth.  Plaintiff  shows  that,  being  unable  to  withstand  the 
great  and  continuing  losses  forced  upon  it  b^  reason  of  the  unlawful 
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and  wrongful  acts  of  the  defendants  as  h^elnbefore  set.  forth,  It 
was  finally  compelled  to  offer  Its  mills,  plant,  and  business  for  sale; 
that  the  methods  and  conduct  of  the  defendants  toward  plaintiff  had 
become  generally  known  among  powder  manufacturers  and  dealers 
throughout  the  United  States  and  foreign  countries,  as  well  as 
among  the  usual,  investors  in  property  owned  and  used  for  the  manu- 
facture and  sale  of  powder,  and  it  was  generally  known  that  the 
methods  employed  by  the  defendants,  and  particularly  by  the  de- 
fendant E.  L  Du  Pont  de  Nemours  Powder  Ck>mpany  against  plain- 
tiff, were  the  methods  that  had  long  been  similarly  employed  against 
other  manufacturers  and  vendors  of  powder  who  had  attempted  to 
operate  independently  of  the  defendants,  or  some  of  them,  from  time 
to  time  engaged  in  the  conspiracy  to  monopolise  the  trade  in  ex- 
plosives, and  that  generally  independent  operators  had  been  unable 
to  survive  the  combined  assaults  of  said  defendants,  and  for  this 
reason  there  was  no  market  for  such  property,  except  among  the 
defendants,  or  some  of  them,  and  among  investors  who  had  been  ac- 
customed to  invest  only  in  such  properties  as  were  operated  or  con- 
trolled by  the  defendants,  or  some  of  them ;  and  plaintUE,  not  being 
able  to  find  a  purchaser,  or  in  fact  to  obtain  any  bid  or  offer  from 
any  source,  finally  solicited  the  defendants,  or  some  of  them,  to  pur- 
chase its  mills  and  plant  at  the  fair  value  thereof,  and  also  to  pur- 
chase its  business,  good  will,  and  stock  on  hand,  for  the  fair  and 
reasonable  value  thereof,  but  all  efforts  to  induce  any  of  said  de- 
fendants to  consent  to  purchase  said  properties,  or  any  of  said 
properties,  at  the  fair  and  reasonable  value  thereof  totally  failed, 
and  plaintiff  was  then  compelled,  in  order  to  keep  said  properties 
from  going  to  waste,  and  in  order  to  avoid  suffering  a  total  and 
irretrievable  loss  of  the  entire  value  of  said  properties,  to  accept  any 
offer  that  it  might  be  able  to  obtain  therefor,  without  any  regard 
whatsoever  to  the  true  and  fair  value  thereof;  and  thereafter,  to 
wit,  on  or  about  the  19th  day  of  September,  1806,  plaintiff  sold  and 
disposed  of  its  entire  plant,  mills,  business,  and  good  will  for  the 
total  sum  of  seventy  thousand  dollars  ($70,000),  and  the  stock  on 
hand  for  five  thousand  five  huxulred  and  four  and  Va»  dollars 
($5,504.06)  additional.  And  plaintiff  further  shows  that  the  nomi- 
nal purchaser  of  said  property  was  one  Franklin  W.  Olln,  of  the  city 
of  Alton,  State  of  Illinois;  but  plaintiff  states  that  the  said  Olln 
purchased  the  same  at  the  instance  and  request  of  the  defendant 
B.  I.  Du  Pont  de  Nemours  Powder  Company  and  others  of  the  de- 
fendants herein,  and  under  and  in  pursuance  of  a  contract  with  the 
defendant  B.  I.  Du  Pont  de  Nem<Hir8  Powder  Ck»9pany  [4S7]  and 
others  associated  with  it  at  said  time  in  said  unlawful  combination 
and  conspiracy,  whoreby  the  said  B.  L  Du  Pont  de  Nemours  Powder 
Oompany  and  said  associates  agreed  to  purdiase  ninety-five  per  cent 
(05  per  cent)  of  the  futujio  entire  output  of  said  miUs  and  plant  for 
a  lOBg  period  of  time;  that  immediately  aftnr  the  said  properties 
5«^rat.4— 17 86 
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were  so  Forchaied  by  said  Clin,  a  corporatfon  was  organised  for  the 
imrpose  of  taking  over  and  operating  the  same,  said  corporation  being 
designated  tlie  Western  Powdtf  Manufacturing  Company,  and  the 
said  properties  were  thereupon  transferred  to  said  Western  Powder 
Manufacturing  Oompany,  and  it  has  ever  since  held  the  title  to  the 
same.  And  plaintiif  farther  shows  tliat  the  said  Pranlclin  W.  Olln 
was  at  the  time  the  president  of  the  Equitable  Manufacturing  Ck>m- 
pany,  forty-nine  per  cent  (49  per  cent)  of  the  stock:  of  which  said 
company  was  then  and  is  now  held  by  the  said  defendant  B.  L  Du 
Pont  de  Nemours  Powder  Oompany,  and  which  said  Equitable  Manu- 
facturing  Company  had  been  theretofore  for  a  long  period  associa- 
ated  with  the  said  B.  I.  Du  Pont  de  Nemours  Powder  Company  in  the 
said  unlawful  combination  and  conspiracy;  that  immediately  after 
said  purchase  and  transfer  of  said  mills,  plant,  and  business  to  the 
said  Western  Powder  Manufacturing  Company,  the  same  began  op- 
erating to  the  full  capacity  thereof,  and  have  so  conthsued  down  to 
the  present  time ;  that  the  entire  output  of  said  mills  and  plant  was 
at  once  allotted  and  apportioned  to  the  said  B.  I.  Du  Pont  de 
Nemours  Powder  Company  and  its  associates  under  said  contract, 
and  has  ever  since  been  and  is  being  disposed  of  at  the  fair  value 
thereof,  and  the  business  of  said  company  at  once  became  and  ever 
since  has  been  very  profitable;  that  plaintiff  farther  shows  that  at 
the  time  when  it  was  so  wrongfully  compelled  to  sell  and  dispose  of 
its  plant,  mills,  business,  and  good  will,  as  hereinbefore  in  this  para- 
graph set  forth,  the  true  and  fair  value  thereof  was  the  sum  of  five 
hundred  thousand  dollars  ($500,000),  and  plaintiff  has  suffered  dam- 
age on  account  thereof  in  the  sum  of  four  hundred  thirty  thousand 
d<dl«rs  ($480,000). 

Sixteenth.  Plaintiff  shows  tlmt  its  mills  and  plant  were  equipped 
and  designed  to  do  a  large  and  profitable  business  witli  users  and 
dealers  in  explosives,  and  particularly  black  blasting  powd^;  that, 
when  operating  at  full  capacity,  it  employed  a  large  force  of  men  in 
tiie  manufacture  of  such  powder,  and  was  capable  of  producing  one 
thousand  (1,000)  kegs  daily;  that  the  total  annual  capacity  of  said 
mills  and  plant,  based  upon  three  hundred  (800)  working  days  per 
year,  was  three  hundred  thousand  (800,000)  kegs  of  black  blasting 
powder;  that  plainttfl  began  the  manufacture  of  such  powder  on 
or  about  the  1st  day  of  October,  1006;  that  during  the  year  19M,  it 
manufactured  and  sold  a  total  of  only  one  hundred  eight  thousand 
seven  hundred  ninety-elglkt  (108,786)  kegs,  and  during  the  year  1906 
a  total  of  one  Irandred  flfty-elght  thousand  one  hundred  sbt  (158,100) 
kegs,  and  during  the  year  190T  a  total  of  elghtyniix  thousand  tliree 
Irandred  seventy-five  (80,875)  kegs,  and  from  January  1  to  Angnst  81; 
1906,  a  total  of  thirty^wo  thousand  and  fifty-nine  (82,009)  kegs ;  th«t 
the  inability  of  plaintiff  to  keep  its  plant  and  mills  working  at  tlie  fnil 
capacity  thereof  was  due  to  and  was  tlie  natural  and  proximate 
esdsequence  of  the  wrongful  and  «olawf^i  aetS'  of  the  d«Ceikiant« 
lis  hereinbefore  set  forth;  that  every  effort*  was-  made  iQr  flaintiff 
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dwringr  aH  ot  Mid  period,  not  only  to  increase  its  aalet  and  kee^ 
Its  mills  and  plant  oporating  to  the  fall  capacity  thereof,  but  to  maliv- 
tain  its  customers  and  prevent  the  falling  off  of  said  sales,  hnt  by 
reason  of  the  unfair,  unlawful,  and  wrongful  conduct  of  the  de- 
fendants, and  particularly  of  the  defendant  E.  I.  Du  Pont  de  Nemours 
Powder  Company,  its  agents,  officers,  and  employte,  as  hereinbefore 
alleged*  i^Intlff  was  prevented  from  obtaining  a  fair  share  of  the 
trade  ia  black  blasting  powder  and  other  explosives  in  said  States, 
Territety,  and  foreign  countries,  and  was  prevented  from  making  a 
fair  and  reasonable  profit  on  the  powder  manufactured  and  sold  by 
it  as  above  set  forth.  And  plaintiff  shows  that  it  was  especially 
well  eauipped  to  secure  a  fair  and  reasonable  portion  of  the  said 
powder  trade  in  fftir  and  open  competition;  that  said  R.  S.  Waddell 
had  full  charge  of  the  sales  department  of  plaintiff,  and  that  he  car- 
ried on  a  persistent  and  energetic  campaign,  during  the  entire  period 
aforesaid,  for  a  fair  share  of  [&S81  the  powder  trade  in  said  States, 
Territory,  and  foreign  country,  and  the  business  of  plaintiff  would 
have  grown  and  increased  from  year  to  year,  instead  of  decreasing 
as  above  staled,  but  for  the  acts  of  the  defendants,  and  particularly 
the  defendant  B.  I.  Du  Pont  de  Nemours  Powder  Company,  as  afore- 
said ;  that  the  natural  demand  for  black  blasting  powder  within  said 
States,  Terrltovy,  and  foreign  country  was  sufllclent  to  enable  plain- 
tiff to  keep  its  mills  and  plant  working  to  liie  full  capacity  thereof 
and  its  employes  steadily  employed.  And  plaintiff  shows  that  its 
fnilare  to  iseep  its  mills  and  plant  working  to  the  full  capacity  there- 
of, and  to  prevent  a  falling  off  of  its  business  from  year  to  year, 
instead  of  an  Increase  thereof,  was  the  natural  and  proximate  con- 
sequence of  the  said  acts  of  said  defendants.  And  plaintiff  shows 
ttaat  by  reason  of  said  unlawful  and  wrongful  acts  it  sustained  fur- 
ther losses  as  follows,  to  wit,  the  loss  of  the  fair  and  reasonable 
profits  on  one  hundred  ninety-one  thousand  two  hundred  and  two 
(191,202)  kegs  of  black  blasting  powder,  which  it  was  prevented 
from  manufacturing  and  selling  during  the  year  1904,  and  one  hun- 
dred forty-one  thoussnd  eight  himdred  and  ninety-four  (141,894) 
kegs  during  the  year  1900,  and  two  hundred  twenty-five  thousand 
two  hundred  and  fourteen  (2254214)  kegs  during  the  year  1906, 
and  two  hundred  thirteen  thousand  six  hundred  and  twenty-five 
(218^625)  kegs  daring  the  year  1907,  and  one  hundred  sixty-five  thou- 
sand four  bandred  and  forty-one  (165,441)  kegs  durlng<  the  period 
eaUending  from  January  1  to  August  81,  1906,  making  a  total  of 
nine  hundred  ttilrty-seven  thousand  three  hundred  and  seventy-stx 
(937^6)  kegs,  which  it  was  thus  prevented  from  manufacturing  and 
selliiM?  previous  to  the  time  when  it  was  forced  by  the  defendants  to 
dispose  of  its  mills  sod  plant  and  retire  ttam  business;  that  the 
fair  and  reasonable  profits  of  said  business  which  it  was  thus  pre< 
vented  from  aoiair^  was  the  sum  of  thirty  (30)  cents  per  keg^ 
after  de<1ucting  all  eiEpensea  conneeled  with  the  manufacture,  sals^ 
and  transportation,  or  a  total  of  two  hundred  eighty-one  thousand 
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two  hundred  and  twelve  and  ^  dollars  (|281»212j80).  And  plain- 
tiff further  shows  that  if  it  had  not  been  driven  out  of  bnsiness  by 
the  defendants  as  aforesaid,  and  if  it  liad  not  been  unjustly  and  un- 
lawfully interfered  with  in  its  right  to  continue  in  business  and  make 
fair  and  reasonable  profits  from  the  manufacture  and  sale  of  black 
blasting  powder  to  the  full  capacity  of  its  mills  and  plant  from  tbe 
10th  day  of  September,  1908,  to  the  present  time,  it  would  have  manu- 
factured and  sold  during  the  said  period  three  hundred  thousand 
<800,000)  kegs  per  annum,  or  a  total  of  nine  hundred  thousand 
(900,000)  kegs  additional,  upon  which  it  would  have  made  a  profit 
of  thirty  (30)  cents  per  keg,  or  a  total  6t  two  hundred  seventy  thou- 
sand dollars  ($270,000)  more.  And  plaintiff  further  shows  that  the 
fair  profit  on  the  powder  which  it  actually  manuftictured  and  sold* 
as  hereinbefore  stated,  and  which  it  wholly  lost  by  reason  of  the 
unjust  and  unlawful  and  wrongful  acts  of  the  defendants,  as  afore- 
said, amounted  to  the  sum  of  thirty  (30)  cents  per  keg  on  four  hun- 
dred sixty-seven  thousand  one  hundred  and  sixty-seven  (467,187) 
kegs,  or  a  total  of  one  hundred  thirty-nine  thousand  one  hundred  and 
forty*nlne  and  ^  dollars  ($189,140.10),  making  a  total  loss  of  profits 
resulting  as  the  natural  and  proximate  consequence  of  the  acts  of 
the  deftodants,  as  hereinbefore  in  this  paragraph  set  forth,  in 
the  sum  of  six  hundred  ninety  thousand  three  hundred  sixty-one  and 
M  ($690,361^)  doUars. 

Seventeenth.  That  with  the  intent  to  impede,  impair,  injure,  and 
destroy  the  business  of  plaintiff,  the  defendants,  and  particularly  the 
defendant  SL  I.  Du  Pont  de  Nemours  Powder  Oompanyf  maliciously, 
wantonly,  willfully,  oppressively,  and  widcedly,  through  their  ofllcers 
and  agents,  acting  within  ttie  scope  of  their  employment  and  by  direc- 
tion of  and  with  the  approval  of  the  defendants,  and  partictdarly  the 
defendant  B.  L  I>a  Pont  de  Nemours  Powder  Company,  committed 
the  wrongs  herein  set  forth,  whereby  the  business  and  property  of 
plaintiff  was  injured  and  impaired  and  totally  destroyed,  to  its  further 
damage,  and  by  reason  thereof  plaintiff  is  entitled  to  recover  punitive 
or  vindictive  damages  against  said  defendants,  and  particularly 
against  the  defendant  B.  I.  Du  Pont  de  Nemours  Powder  Oompany, 
in  the  sum  of  five  hundred  thousand  dollars  (1000,000). 

Wherefore  plaintiff  prays  that,  by  reason  of  the  matters  and  things 
hereinbefore  set  forth,  it  do  have  and  recover  Judgment  of  and  from 
the  defend[ftt9]ants  herein,  and  each  of  them,  for  threefold  the 
damages  suffered  by  it,  itmounting  to  the  sum  of  one  million  one  hun- 
dred nineteen  thousand  nine  hundred  and  fifty^seven  and  ^  dollars 
($1,119,957.82),  as  actual  damages,  and  the  sum  of  five  hundred 
thousand  dollars  ($500,000),  as  vindictive  or  punitive  damages,  or  the 
total  sum  of  four  million  eight  hundred  and  flfty^nln^  thousand  nine 
hundred  seventy-three  and  ^Vlr  dollars  ( $4,899,973.46 >,'  for  a  reason- 
able attorney's  fee,  and  for  its  costs  and  dis(bursements  herein,  as 
avthorieed  by  law  In  such  cases  made  and  provided. 
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BUCKEYE  POWDER  CO.  v.  E.  I.  DU  PONT  DE 
NEMOUES  POWDEE  CO-  ET  AL.« 

(OlTGiiit  Ck>iirt  of  Appeals*  Third  Circuit    July  2»  1915.) 
[228  Fea.  Bep.,  881.] 

MoNOPOLiEA  28 — ^A.nti-Tbu8T  Act — ^Actions  vos  Damags8 — ^Pboof. — 
A  plaintiff,  to  BustaiD  an  action  under  Anti-Truat  Act  July  2,  1890, 
e.  647,  I  7,  26  Stat  210  (€k>mp.  St  1913,  I  8829),  for  damages  for 
violations  of  sections  1  and  2  of  tbe  act  brought  prior  to  act  Oct. 
15,  1914,  c.  821,  I  5,  88  Stat  731,  declaring  that  a  final  judgment 
hereafter  rendered  In  any  suit  brought  by  the  United  States  under 
the  Anti-Trust  laws,  to  the  effect  that  a  defendant  has  violated  the 
laws,  shall  be  prima  facie  evidence  against  the  defendant  in  any 
suit  brought  by  any  other  person  against  the  defendant  under  the 
laws,  must  prove  that  defendants  have  violated  the  Anti-Trust  Act 
and  that  by  such  violation  they  have  so  injured  plaintiff  that  dam- 
ages should  be  awarded,  and  the  fact  that  defendants,  in  a  suit 
by  the  United  States,  had  been  adjudged  guilty  of  violating  the 
act,  was  not  available  to  plaintiff.* 

[Bd.  Note.— For  other  cases,  see  Monopolies,  Cent.  Dig.  I  18; 
Dec.  Dig.  28.] 

Apfbal  and  Sbbob  1003— Questions  REyiswABiA—VisDicT— Conglu- 
siVBNSSS.— The  United  States  Circuit  Court  of  Appeals  may  not 
determine  whether  a  verdict  is  in  accord  with  the  weight  of  the 
evidence  or  review  the  verdict  on  any  disputed  fact,  but  may  only 
inquire  whether  assignments  of  error,  properly  taken,  disclose  any 
material  mistake  in  the  triaL 

[Ed.  Note. — For  other  cases»  see  Appeal  and  Brror,  Cent.  Dig. 
II  8988-3943;  Dec.  Dig.  1008.] 

Aphbal  and  Bbbob  889-~QrfssnoNa  Rkviewabijb—Dkfensks.— Where 
the  verdict  for  defendant  relying  on  two  defenses  might  have  been 
given  under  either,  plaintiff,  on  writ  of  error  to  review  the  Judg- 
ment thereon,  was  entitled  to  raise  legal  rulings  relevant  to  either 
defense. 

[Ed.  Note.— For  other  cases,  see  Appeal  and  Error,  Cent.  Dig. 
II  2915,  827&-3280»  3286-8288,  3290^3298,  3297-3300,  3377;  Dec. 
Dig.  839.] 

MoNOPOuxs  28~>Anti-Tbust  Act — ^AcmoN  vqb  Damaobs — Evidbnge. — 
The  mere  fact  that  the  majority  of  the  stock  of  corporations  en- 
gaged in  the  manufacture  and  sale  of  powder,  other  than  black 

«For  opinion  of  the  District  Court    (196  Fed.,  514),   see  ante, 
page  560. 
^  Syllabus  copyrighted,  1916,  by  West  Publishing  Company. 
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blasting  powder,  was  owned  or  controlled  by  a  coq^ration  engaged 
in  manufacturing  black  blasting  powder  did  not  alone  show  tbat  the 
former  corporations  participated  in  a  conspiracy  by  the  latter  to 
injure  the  trade  and  business  of  another  manufacturing  black 
blasting  powder,  suing  all  the  corporations  for  damages  under 
Anti-Trust  Act,  §  7. 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Cent.  Dig.  f  18; 
Dec.  Dig.  2a] 

Appeal  and  BSbbob  679 — Questions  Re\^ikwabijd — Rxtcinqs  on  Plbad- 
iNQS.— The  action  of  the  trial  court  in  requiring  plaintiff,  suing  for 
damages  under  Anti-Trust  Act,  f  7,  for  violati<ms  of  sections  1  and 
2  of  the  act,  to  elect  on  which  violation  it  will  rely,  is  not  reviewable 
where  all  the  evidraice  is  not  in  the  record. 

[Ed.  Note. — For  other  cases,  see  Appeal  and  Brror,  Cent.  Dig.  If 
2878-2879;  Dec.  Dig.  679.] 

Pleading  869— Elbctino  Cause  of  Action — ^Surr  undeb  Anti-Trust 
Act. — ^Where  the  declaration,  in  an  action  for  damages  under  Anti- 
Trust  Act,  i  7,  sought  a  recovery  for  violations  of  sections.!  and 
2  of  the  act  the  [888]  court  was  justified  In  requiring  plaintiff  to 
elect  on  which  section  it  would  rely. 

[Ed.  Note. — For  other  cases,  see  Pleading,  Cent.  Dig.  if  1199- 
1209;  Dec.  Dig.  369.] 

Appeal  and  Eshob  1089 — ^Rulings  on  Pleadings — Habmlbss  Eiiob. — 
Where,  in  an  action  for  damages  under  Anti-Trust  Act,  9  '7,  plain- 
tiff's case  depended  on  the  truth  of  the  charge  to  which  practically 
all  the  evidence  was  directed,  that  defendants  had  unlawfully  at- 
tempted to  monopolize  a  large  part  of  the  trade  In  an  article  of 
commerce,  and  the  case  was  tried  on  the  merits,  the  ruling  re- 
quiring plaintiff  to  elect  whether  he  would  rely  on  a  violation  of 
section  1  or  of  section  2  was  harmless. 

[Ed.  Note. — For  other  cases,  see  Appeal  and  Error,  Cent  Dig. 
§  §  4075-4088 ;  Dec.  Dig.  1039.] 

Judgment  644 — ^Anti-Teust  Act — Actions  toe  Damages — Evidence — 
Admissibilitt. — ^Where  an  action  under  Anti-Trust  Act,  1 7,  for  dam- 
ages for  violations  of  sections  1  and  2  of  the  act,  was  brought  prior 
to  act  Oct.  15,  1914,  making  a  final  Judgment  in  any  siilt  by  the 
United  States  under  the  trust  law,  to  the  effect  that  defendant  has 
violated  the  law,  prima  facie  evidence  against  defendant  in  any 
suit  by  any  other  person,  a  decree  adjudging  defendants  guilty 
of  violations  of  the  Anti-Trust  Act,  rendered  in  a  suit  by  the  United 
States,  was  inadmissible,  because  the  parties  in  the  two  suits  and 
the  subject  matter  thereof  were  different 

[Ed.  Note.—For   other  cases,  see  Judgment,  Cent.  Dig.  i  1157; 
Dec.  Dig.  644.] 

Appeal  and  Esros  274 — Questions  Reviewable — ^Instbuctions — 
Exceptions. — Where  the  court,  in  response  to  a  party's  requested 
instructions,  stated  that  it  had  touchy  on  every  one  of  the  requests, 
and  did  not  charge  them  in  the  language  requested,  but  counsel 


Digitized  by  VjOOQIC 


BUCKEYE  POWmUt  00«  V.  DU  PONT  POWDER  00.      ifiM 

Statement  of  tfae  Oase. 

DMgbt  take  an  exception  tbat  U  did  not  tpectflcaUy  cbaiw  in  ttie 
precise  language  requested,  and  the  party  only  excepted  to  that 
portion  of  the  charge  which  refused  to  give  the  requested  instruc- 
tions, except  as  charged,  did  not  call  the  trial  court's  attention  to 
what  was  objected  to,  and  was  insufficient  to  call  for  a  review  of 
tte  ruling. 

[Bd.  Note. — For  other  cases,  see  Appeal  and  Error,  Gent  Dig. 
If  1591,  1592,  1905-1607,  162i,  1081-0^5;  Dea  Dig.  274.) 
Trial  261 — Instructions — Rxqubsts. — It  is  not  error  to  refuse  a 
'.  series  of  requested  instructions  wh^e  one  of  the  instructions  is 
erroneous. 

[Bd.  Note.— For  other  cases,  see  Trial,  Gent  Dig.  If  484,  eao, 
en,  673,  675;  Dec.  Dig;  261.] 
MoNOFOUBs  28— AcnoNs  voa  Damaaics  itndxr  Anti-Txctst  Act— In- 
structions.— In  an  action  for  damages  under  Anti-Trust  Act,  §  7» 
for  violations  of  sections  1  and  2  of  the  act,  instructions  which 
state  that  a  defendant  at  the  time  of  the  organization  of  plaintiff 
company,  and  during  the  time  plaintiff  carried  on  its  business,  was 
acting  In  yiolation  of  the  Anti-Trust  Act  as  attempting  to  monopo- 
lise trade,  but  that  the  status  of  defendant  did  not  make  It  liable 
to  plaintiff,  and  plaintiff,  to  recover,  must  show  that  defendant 
used  its  power  in  the  trade  oppressive,  at  least  generally,  and 
thereby  obstructed  the  free  flow  of  commerce,  and  that,  if  plaintiff 
was  sufficiently  capitalized  to  carry  on  a  struggle  under  normal 
oondltioBS,  it  was  Immaterial  whether  it  was  or  was  not  sufficiently 
capttallied  to  meet  a  competition  forced  on  it  by  unlawful  means, 
were  not  objectionable  as  equivalent  to  charging  that,  after  a  mo* 
nopoly  had  obtained  a  foothold,  competitors  entered  the  field  at 
their  peril. 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Cent.  Dig.  f  18; 
Dec.  Dig.  2&] 
(88ft]  Aftbal  and  Bibob  978-'Nbw  Tkull  44 — Misoonvuct  ov 
JusT-~FiNDiNGS*-Di6GBBnoN  QW  OouKT. — ^Befussl  of  uew  trial  on 
the  ground  of  misconduct  of  the  Jury,  because  having  in  their 
possession,  during  their  deliberation,  papers  not  in  evidence,  is  dis- 
cretionary, and  will  not  be  disturbed,  except  for  abuse  of  discretion. 

[Sd.  Note. — ^For  other  cases,  see  Appeal  and  Error,  Cent  Dig. 
%%  8866-3870;  Dec  Dig.  978;  New  Tfeial,  Cent  Dig.  §1  8IK^  105; 
Dec  Dig.  44.] 

In  error  to  tibie  Districfc  Court  of  the  United  States  for  the 
District  of  New  Jersey;  Jolm  Bellstab,  judge. 

Action  by  the  Buckeye  Powder  €k>mpany  against  the  E.  I. 
Du  Pont  de  Nemours  Powder  Company  and  others.  There 
was  a  judgment  for  defendants,  and  plaintiff  brings  error. 
AiBrmed. 

See,  also,  19«  Fed.  614. 
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Twyman  O.  Ahbottj  of  New  York  City,  for  plaintifF  in 
error. 

William  E.  Button,  oi  New  York  City,  and  Frank  S. 
Katsenbachj  jr^  of  Trenton,  N.  J.,  for  defendants  in  error. 

Before  HvvrDn&sos^  MgPhkrsok,  and  Woollby,  Circuit 
Judge& 
McPherson,  Circuit  Judge. 

In  this  action  at  law,  which  is  brought  under  section  7  of 
the  Anti-Trust  Act  of  1890,  the  Buckeye  Powder  Company, 
an  Ohio  corporation,  is  the  plaintiff,  and  three  New  Jersey 
corporations  are  defendants — ^the  E.  I.  Du  Pont  de  Nemours 
Powder  Company,  the  Eastern  Dynamite  Company,  and  the 
International  Smokeless  Powder  &  Chemical  Company.  In 
essence  the  declaration  charged  that  the  plaintiff's  business 
(the  manufacture  of  black  blasting  powder)  had  been 
greatly  injured  and  finally  destroyed  by  the  defendants' 
imlawful  conduct,  in  violation  of  sections  1  and  2  of  the  act. 
Treble  damages  were  asked  for,  amounting  to  nearly 
$4,000,000,  although  this  demand  was  mudi  reduced  at  the 
end  of  the  trial,  and  the  dispute  occupied  the  time  of  a  court 
and  jury  during  nearly  all  the  working  days  between  Sep- 
tember 24,  1913,  and  February  25  of  the  following  year. 
The  case  was  submitted  in  a  comprehensive  charge  marked 
by  great  ability  and  painstaking  care,  and  the  jury  returned 
a  verdict  of  "  no  cause  of  action  as  to  all  the  defendants.'* 
So  far  as  the  Dynamite  Company  and  the  International 
Company  are  concerned,  this  was  a  directed  verdict,  the  trial 
judge  holding  that  the  evidence  did  not  establish  tiieir  par- 
ticipation in  any  unlawful  act;  but  the  liability  of  the  Du 
Pont  Company  was  submitted  to  the  jury  and  was  passed  on 
by  that  tribunal.  Nearly  70  errors  are  assigned  on  the  pend- 
ing writ,  but  20  of  them  are  not  pressed,  and  some  that  relate 
to  the  measure  of  damages  are  not  now  importaat.  Those 
that  still  need  attention  can  be  considered  more  satis&ctorily 
by  taking  up  the  subjects  to  which  they  relate  than  by  taking 
them  up  seriatim.    A  short  preliminary  statement  may  be 
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desirable  in  order  to  explain  some  of  the  questions  that  were 
presented  to  the  conrt  and  jury. 

[1]  First,  the  relevant  datea  The  Buckeye  Company 
was  incorporated  in  January,  1906.  It  began  business  the 
following  September  and  abandoned  the  field  five  years  later, 
in  September,  1908.  The  Du  [884]  Pont  Company  was 
incorporated  in  May,  1903,  succeeding  a  number  of  earlier 
enterprises.  The  other  defendants  are  older,  the  Eastern 
Dynamite  Company  going  back  to  1895,  and  the  Inter- 
national Company  to  some  date  we  have  not  found  in  the 
record,  but  apparently  several  years  at  least  before  1908. 
The  defendants  admitted  their  participation  in  an  illegal 
trade  association  as  late  as  June  80,  1904,  but  denied  that 
such  participation  continued  thereafter.  In  June,  1911,  tiie 
three  def endants^  in  company  with  25  other  corporations  and 
individuals,  were  adjudged  to  have  violated  the  Anti-Trust 
Act.  Ufiited  States  v.  Du  Pont  Co.  (C.  C.  8d  Circ.)  188  Fed., 
127.  But,  as  the  Government's  object  in  that  suit  was  merely 
to  dissolve  an  unlawful  combination,  we  need  hardly  say 
that,  under  the  long-established  rules  of  evidence  that  were 
in  force  until  a  few  months  ago  the  Buckeye  Company  (a 
stranger  to  that  proceeding)  could  not  avail  itself  in  the 
present  suit  either  of  the  evidence  then  giVen  or  of  the  decree. 
It  is  true  that  these  rules  have  since  been  changed  by  section 
5  of  the  act  of  October  15, 1914  (88  Stat.,  731,  c.  821),  which 
provides  that: 

"A  final  Judgment  or  decree  hereafter  rendered  •  •  •  In  any 
salt  or  proceeding  in  equity  brought  by  or  on  behalf  of  the  United 
States  under  the  Anti-Trust  laws  to  the  eflteet  that  a  defendant  has  vio- 
lated said  laws  shall  be  prima  facie  evidence  against  such  defendant  in 
any  suit  or  proceeding  brought  by  any  other  party  against  such 
defendant  under  said  laws  as  to  all  matters  respecting  which  said 
Judgment  or  decree  would  be  an  estoppel  as  between  the  parties 
thereto.*' 

But  as  this  statute  had  not  been  passed  when  the  trial 
took  place,  and,  moreover,  as  the  express  terms  of  the  section 
confine  it  to  future  judgments  or  decrees,  the  Buckeye  Com- 
pany was  obliged  to  offer  evidence  to  prove  the  affirmative 
of  the  issues  in  the  present  suit:  (1)  That  the  defendants 
had  violated  the  Anti-Trust  Act;  and  (2)  that  by  such  viola- 
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tion  thffy  had  so  injured  the  plamtiff  that  duaageB  diould  be 
awarded.  Voluminous  evidence  on  these  issues  in  many  of 
their  aspects  was  oiffered  by  both  parties^  and  the  verdict 
has  settled  numerous  qu^ions  of  fact  in  favor  of  the 
defendants.  • 

[2]  We  need  not  dwell  upon  the  point  that  we  have  no 
power  to  determine  (as  we  are  asked  to  do)  whether  the 
verdict  was  in  accord  with  the  weight  of  the  evidence,  or 
to  review  the  finding  of  the  jury  on  any  disputed  fact.  Our 
only  business  is  to  inquire  whether  the  assignments  of  error 
that  were  properly  taken  disclose  any  material  mistake  in 
the  trial.  For  this  reason  much  of  the  plaintiff's  argument 
must  be  laid  aside  as  irrelevant;  indeed,  the  brief  contains 
so  much  that  is  nothing  more  than  a  conscious  or  uncon- 
scious attack  on  the  verdict  that  we  have  not  always  found 
it  easy  to  disentangle  the  questions  of  law  that  lie  within 
our  province  from  the  questions  of  fact  that  lie  outside. 

In  a  few  words,  the  situation  below  was  this:  The  plain- 
tiff charged,  and  attempted  to  prove,  that  an  unlawful  and 
extensive  combination  in  several  forms  had  existed  for  more 
than  30  years,  the  object  of  the  evidence  being  to  establish 
the  fact  that  a  more  or  less  complete  monopoly  had  been 
created  of  the  trade  in  powder  (especially  in  black  blasting 
powder)  and  other  explosives;  that  this  attempted  monop- 
oly and  consequent  restraint  of  trade  had  been  substantially 
successful,  and  was  maintained  from  Januaiy,  1903,  to  the 
end  of  1908,  the  whole  [885]  period  covered  by  the  suit; 
that  R.  S.  Waddell,  a  man  with  large  experience  in  the 
trade,  who  had  been  employed  by  the  defendants  for  more 
than  20  years,  had  undertaken  to  organize  the  plaintiff  cor- 
poration for  the  purpose  of  making  and  selling  black  blast- 
ing powder;  that  the  defendants  thereupon  began  to  inter- 
fere with  his  project  in  various  unlawful  ways;  and  that 
these  attempts  to  injure  the  business  continued  after  the 
Buckeye  Company  had  been  incorporated  and  after  its  plant 
had  been  built  near  Peoria,  111.  Charges  of  oppressive  con- 
duct were  set  forth  in  great  detail;  some  of  such  act9  being 
directed  specifically  against  the  plaintiff,  and  other  acts 
being  directed  against  the  plaintiff  in  company  with  other  of 
the  defendant's  rivals.   As  a  result  the  Buckeye  Company  al- 
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teged  that  its  eDterprise  suffered  injury  from  the  beginning, 
and  was  finally  sold  out  and  aband<Hied  at  a  serious  loss. 

Hie  defendants  denied  tliese  charges,  and  the  plaintiff 
(having  the  burden  of  proof)  undertook  to  prove  some  of 
them,  but  by  no  means  all.  Mudi  conflicting  eyidence  was 
taken,  filling  a  record  of  several  thousand  pages.  Among 
other  matters  the  defendants  contended  that  they  had  done 
nothing  to  bring  about  any  abnormal  conditMms  in  the  trade, 
and,  if  the  plaintiff  had  suffered  loss  from  such  conditions, 
its  misfortune  should  not  be  laid  at  their  door.  On  the  con- 
trary, they  insisted  that  the  plaintiff's  troubles  were  due  to 
its  own  faults  or  blunders,  such  as  improper  organisation, 
lack  of  capital,  insufficient  experience,  inattention  to  busi- 
ness, misrepresentations  to  customers,  inability  to  fill  orders, 
and  furnishing  bad  powder.  A  great  deal  of  the  record  is 
devoted  to  this  branch  of  the  dispute,  and  many  witnesses 
testified  that  the  defendants  did  not  interfere  with  the  plain- 
tiff's customers  or  entice  them  away.  When  they  left,  it  was 
because  the  plaintiff  had  not  satisfied  them.  To  refute  the 
charge  that  the  defendants  had  oppressively  and  illegally 
lowered  prices,  evidence  was  offered  that  during  the  period 
in  question  there  was  much  independent  competition,  led  t^ 
the  plaintiff  itself,  and  that  this  competition  was  the  prevail- 
ing, if  not  the  sole,  factor  in  lowering  prices.  There  was  also 
.  evidence  that  the  Du  Pont  Company's  hold  on  the  trade,  and 
the  volume  of  its  business,  continually  diminished  during  the 
whole  period  of  the  suit. 

[3]  Two  distinct  defenses  were  therefore  set  up:  (1)  A 
denial  that  the  Anti-Trust  Act  had  been  violated  by  the  de*- 
fendants  after  June  30, 1904;  and  (2)  an  assertion  that,  even 
if  such  violation  had  taken  place,  the  plaintiff  had  suffered 
no  injury  therefrom,  but  had  met  with  loss  and  final  failure 
because  its  equipment  had  not  been  adequate,  and  its  man- 
agement had  not  been  competent.  Each  defense  raised  nu- 
merous  questions  of  fact,  and,  as  the  verdict  in  favor  of  the 
Du  Pont  Company  may  have  been  founded  as  well  upon  one 
defense  as  upon  the  other,  the  legal  rulings  that  are  relevant 
to  either  defense  are  open  to  the  plaintiff^s  attack.  Let  us 
torn  to  sadt  of  the  legal  questions  as  we  think  it  neoessany  to 
notice. 
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[4]  1.  In  our  opixiion  the  dineetion  to  find  a  Yer<£Gt  in 
favor  of  the  Dynamite  Company  and  of  the  International 
Company  was  correct.  Neither  of  these  corporations  manu- 
factured or  traded  in  black  blasting  powder  (which  was  the 
particular  business  the  defendants  were  charged  with  re- 
straining or  mdnopoliadng),  and  their  indirect  connection 
with  the  alleged  unlawful  combinati<m  was  rested  almost 
wholly  [886]  on  the  fact  that  a  majority  of  the  stock  in  each 
was  owned  or  controlled  by  the  Du  Pont  Company.  Obvi- 
ously, however,  this  fact  alone  did  not  prove  their  partici- 
pation in  a  conspiracy,  and,  as  there  was  almost  nothing  else 
to  support  the  allegation,  we  need  not  take  further  time  to 
discuss  it.  Moreover,  only  selected  portions  of  the  evidence 
are  before  us,  and  the  district  judge  very  properly  called 
attention  to  this  fact  when  he  granted  the  exception  now 
being  considered,  saying: 

**In  my  Judgment  tlds  ezoeptlo&  to  be  considered  should  have 
behind  it  the  entire  record,  but  it  is  allo^i^  and  signed  that  the 
plaintiff  may  have  the  benefit  of  it  in  case  I  am  in  error  in  that  view." 

[6]  2..  The  plaintiff  complains  also  because  the  trial  judge 
required  it  to  elect  whether  it  would  insist  before  the  jury 
on  a  violation  of  section  1  of  the  Anti-Trust  Act,  or  on  a 
violation  of  section  2.  Manifestly,  the  correctness  of  this 
ruling  also  can  only  be  satisfactorily  reviewed  upon  the 
whole  record,  and  what  we  have  just  said  applies  to  this_ 
assignment  as  well. 

[6,  7]  Moreover,  we  may  take  note  of  the  fact  that  this 
subject  had  evidently  been  a  source  of  contention  from  the 
beginning  of  the  suit,  as  will  appear  from  Judge  Rellstab's 
opinion  in  (D.  C.)  196  Fed.  514,  where  the  original  dec- 
laration is  printed.  The  question  of  duplicity  was  thus 
raised  at  an  early  stage,  and  as  a  result  of  that  decision  an 
amended  declaration  was  afterwards  filed.  But  this  also 
contained  only  one  count,,  and  as  Judge  Lanning  (sitting 
in  the  Circuit  Court  for  the  District  of  New  Jersey)  had 
already  decided  in  Bice  v.  Standard  OH  Co.  (C.  C.)  184 
Fed.  464,  that  a  declaration  in  a  similar  suit  under  the  same 
section  was  bad  for  duplicity  because  it  combined  two  causes 
of  action  in  one  count,  we  think  the  trial  judge  was  suffi- 


Digitized  by  VjOOQIC 


BUOKETE  FOWDBB  00.  V.  DU  POHT  POWDER  00.      60S 

Ofiliiion  of  the  Oonit: 

cieatly  justified  in  requiring  the  plaintiff  to  elect.  But,  in 
any  event,  we  do  not  see  how  the  ruling  could  have  done 
harm.  If  the  declaration  did  not  support  alternative 
charges,  and  if  such  charges  were  regarded  as  important 
to  the  case,  ihe  easy  remedy  by  amendment  was  at  hand. 
It  is  not  surprising,  however,  that  the  plaintiff  did  not  ask 
to  amend,  for  we  cannot  conceive  it  possible  that  anyone 
could  doubt,  at  the  end  of  this  five  months'  trial,  that  the 
plaintiff's  case  depended  for  success  upon  the  truth  of  the 
charge  (to  which  practically  all  the  evidence  was  directed) 
that  the  defendants  had  unlawfully  attempted  to  monopolize 
a  large  part  of  the  trade  in  black  powder.  The  case  was 
certainly  tried  on  the  merits,  and  the  ruling  complained  of 
was  harmless,  even  if  it  were  formally  erroneous. 

[8]  3.  If  we  are  to  understand  that  the  plaintiff  is  seri- 
ously insisting  that  the  court  erred  in  refusing  leave  to 
offer  the  decrees  in  evidence  that  were  entered  in  the  Gov- 
ernment's suit  ([C.  C]  188  Fed.  127),  we  shall  only  say 
in  reply  that  we  are  not  aware  of  any  rule  of  evidence  in 
force  at  the  time  of  the  trial  that  would  have  warranted 
the  court  in  making  a  different  decision.  The  parties  in 
the  two  suits  were  different;  the  subject  matter  was  dif- 
ferent; and  the  trial  judge's  ruling  is  so  fully  justified  by 
the  well-established  law  th^n  existing  that  no  supporting 
authority  need  be  cited. 

[9]  4.  Some  of  the  assignments  are  not  the  subject  of  a 
proper  exception.  At  the  close  of  the  evidence  the  plaintiff 
submitted  a  series  [887]  of  27  requests  for  instruction,  and 
the  trial  judge  did  not  answer  them  specifically,  believing 
that  he  had  substantially  answered  them  in  his  general  in- 
structions, as  of  course  he  had  a  right  to  do.  This  is  evident 
from  what  he  said  at  the  end  of  the  charge : 

"As  to  the  plaintiff's  requests,  as  I  recall  it,  I  have  touched  upon 
every  one  of  these  requests,  and  I  therefore  will  not  charge  them  in 
the  language  requested,  but  counsel  may  take  an  exception,  of  coarse, 
to  the  fact  that  I  do  not  specifically  charge  in  the  precise  language 
requested." 

This,  of  course,  invited  counsel  to  point  out  which  instruc- 
tions, if  any,  they  did  not  regard  as  sufficiently  answered  in 
the  general  charge.    Many  decisions  declare  that  fairness 
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to  the  court  requiiw  this  to  be  done ;  but  tills  plaintiflTs  coun- 
sel, instead  of  specifying  errors  or  omissions  or  insufficient 
answers,  asked  for  an  exception  in  the  most  general  language 
possible :  "  We  also  except  to  that  portion  of  your  honor's 
charge  which  refuses  to  give  our  instructions,  except  as 
charged."  The  Supreme  Court  has  several  times  decided 
that  such  an  exception  does  not  call  the  court's  attention 
properly  to  what  is  objected  to,  and  is  therefore  insufficient. 
Beaver  v.  Taylor,  93  U.  S.  56,  28  L.  Ed.  797;  JJfton  v.  Uc- 
LaugkUnj  105  U.  S.  646,  26  L.  Ed.  1197;  Janes  v.  Bailroady 
157  U.  S.  682,  16  Sup.  Ct  719,  89  L.  Ed.  856;  Thiede  v. 
Utah,  169  U.  S.  521, 16  Sup.  Ct.  62, 40  L.  Ed.  287. 

[10]  And,  as  the  fourth  request  of  the  series  is  not  sound, 
the  action  of  the  trial  judge  is  also  supported  by  Maular  v. 
InsuraTiee  Co.,  Ill  U.  S.  337,  4  Sup.  Ct,  466,  28  L.  Ed.  447, 
and  Bogk  v.  Gassert,  149  U.  S.  26,  13  Sup.  Ct.  738,  87  L. 
Ed.  631. 

[11]  5.  The  plaintiff  also  complains  of  certain  parts  of 
the  charge  as  erroneous  on  the  ground  that  the  court's  lan- 
guage was: 

u*  ^  «  Tantamount  to  saying  that  monopoly  needs  bnt  to 
obtain  a  foothold,  and  thereafter  competitors  must  enter  the  field 
at  their  peril.  It  was  a  virtual  direction  of  a  verdict  for  the  de* 
fendants,  because  it  was  equivalent  to  saying  that  long-eontinned 
violation  of  the  law  may  ripen  into  privilege  and  may  become  a 
vested  right.  It  is  a  most  dangerous  doctrine  that  monopoly  can 
gain  the  right  to  perpetuate  itself  by  prescription ;  that  one  who  may 
venture  into  the  field  occupied  by  it  must  do  so  at  his  peril*  and. 
If  he  does  so  with  knowledge  of  its  existence,  can  claim  no  protec- 
tion from  its  unlawful  methods." 

It  is  almost  needless  to  say  that  the  instructions  of  the 
learned  judge  carry  ^o  such  meaning,  and  could  have  had  no 
such  effect.  After  a  preliminary  statement  outlining  the 
previous  history  of  the  powder  trade,  he  told  the  jury  dis- 
tinctly that : 

"The  defendant  (the  Du  Pont  Powder  Company)  therefore,  at  the 
time  of  the  organisation  of  the  plaintiff  company,  *  *  *  and  dnr- 
ing  the  entire  time  the  plaintiff  carried  on  its  business,  was  acting' 
in  violation,  of  the  Anti-Trust.  Act  as.  attenqitfaig ,  to  mooBpoUce  tbe 
trade  in  powder,  which  subjected  it  to  be  dissolved  as  such  liy  direct 
attack  on  the  part  of  the  United  States  Government" 
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He  added,  however,  the  quBlification  that  was  called  for  by 
the  nature  of  the  case  on  trial : 

**  The  fact  that  the  status  of  the  defendaut  was  such,  however,  that, 
under  a  direct  attack  by  the  Qovemment,  it  would  be  dissolved  as  an 
unlawful  combination  in  restraint  of  trade  and  an  attempt  to  monopo- 
lize, would  not  alone  make  it  liable  in  an  action  for  damages.  Such 
a  suit  can  be  maintained  only  for  injuries  sustained  by  reason  of  such 
attempted  monopolization,  so  that,  in  a  suit  tor  damages,  the  defend* 
ant  is  entitled  to  more  defenses  than  would  [888]  be  available  in  a 
suit  brought  by  the  Government  for  dissolution,  and  the  plaintiff  in 
such  a  suit  has  more  to  prove  than  is  necessary  to  obtain  a  decree  in 
the  Government  suit  It  becomes  important,  therefore,  to  inquire  into 
the  relationship  which  the  defendant  bore  to  the  powder  trade  gen- 
erally at  the  time  when  the  plaintiff  asserts  its  promoter  first  de- 
clared his  intent  to  engage  in  the  powder  business,  and  its  subsequent 
relationship  toward  such  trade  generally,  and  to  the  plaintiff  in  par- 
ticular, during  the  years  1908  to  1906,  within  which  period  the  plain- 
tiff claims  it  was  being  injured  by  reason  of  the  acts  of  the  defendant, 
and  which  it  alleges  were  unlawful  and  within  the  operation  of  the 
Anti-Trust  Act,  as  attempts  to  monopolize  the  powder  trade." 

He  then  snmmarized  the  foregoing  paragraph,  repeating 
that  the  mere  fact  that  the  defendant  owed  much  of  its 
growth  and  power  in  the  trade  to  unlawful  acta  in  tiie  past, 
and  that  it  continued  to  enjoy  the  fruits  of  some  of  such  un- 
lawful actS)  did  not  make  it  liable  in  damages.  Then  f  oUows 
immediatdly  one  of  the  passages  attacked  in  the  words  al- 
ready quoted  from  the  plaintiff's  brief : 

"  This  suit  is  unique  ta  many  respects.  The  plaintiff,  as  a  corpo- 
ration and  as  a  competitor  in  the  powder  business,  is  due  to  the 
efforts  of  B.  S.  Waddell,  its  chief  witness  in  the  suit.  He  organized 
it  shortly  after  btd  separated  himself  from  his  employment  with  the 
defendant,  with  which  and  its  predecessors  he  had  been  identified 
for  about  20  years.  His  s^vices,  while  in  the  emptoyment  of  the 
Dn  Pont  interests,  brought  him  In  touch  with  their  business  policies 
and  operations  in  the  vending  of  powder.  He  knew  of  the  existence 
of  the  trade  assoeiationB,  and  of  sach  of  the  restraints  and  limitations 
put  upon  its  members  as  related  to  the  apportionment  of  the  trade 
and  the  fixing  of  prices.  The  comparative  size  of  the  defendant's 
capacity  for  output  in  relatimi  to  other  powder  manufticturers,  and 
its  influence  as  a  factor  in  the  trade  generally,  were  known  to  him 
when  he  severed  his  connection,  and  when  he  conceived  and  began  to 
carcy  out  his  pfurpose  o(  entering  into  sucfet  powder  field  as  a  com* 
petiter.  The  plaintiff  does  not  occupy  tibe  aame  tMWitldn  as  a  cora- 
petiSor  im  existeiioe  during  the  period  that  ttiis  influ^ace  was  beinir 
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developedt  and  who  may  have  heoi,  during  the  comae  of  Buch  develop- 
ment, as  well  as  after  It  had  reached  the  height  of  its  power,  injnred 
in  Its  business  or  property  by  reason  thereof,  but  is  here  as  one 
entering  the  competitive  field  when  such  growth  and  influence  have 
been  established.  To  it  (the  plalntiir)  this  influence  and  power  of 
the  defendant  when  it  (the  plaintiff)  was  launched  Into  the  powder 
fleld  is  not  in  itself  actionable,  even  though  that  status  is  due  in  part 
to  methods  which  are  prohibited  by  the  Antl-Trust  Act,  and,  before  the 
plaintiff  can  recover,  it  must  establish  that  the  defendant  used  its 
power  in  the  trade  oppressively,  not  necessarily  against  the  plaintiff 
alone,  but  at  least  in  the  conduct  of  Its  business  generally;  that  is, 
that  it  used  such  methods  as,  backed  by  its  influential  position,  tended 
to  the  suppression  of  open  competition  and  to  obstruct  the  free  flow 
of  commerce  (the  trade  conditions  sought  to  be  secured  and  protected 
by  the  prohibition  of  the  Anti-Trust  Act),  and  that  it  (the  plaintiff) 
was  injured  by  reason  thereof." 

We  confess  our  inability  to  see  anything  objectionable  in 
this  language.  It  states  nothing  but  indisputable  facts, 
and  does  not  take  on  a  harmful  character,  even  when  it  is 
bracketed  with  the  second  passage  complained  of.  This  is 
taken  out  of  its  plaoe  in  another  portion  of  the  charge,  where 
the  learned  judge  was  dealing  with  a  wholly  different  sub- 
ject, namely,  with  the  question  whether  the  plaintiff  had 
been  properly  equipped  and  capitalized;  this  matter  having 
a  direct  bearing  on  the  defendants'  allegation  that  the  Buck- 
eye enterprise  was  organized  merely  to  be  sold  out,  and  was 
not  intended  to  be  a  bona  fide  factory  at  all : 

"  Mr.  Waddell,  as  already  stated,  was  well  advised,  when  he  pro- 
moted the  plaintiff  company,  of  the  def«idant*s  business  capacity 
and  policies.  He  [889]  had  been  its  agent  for  a  long  period,  during 
which  several  severe  competitive  struggles  took  place,  and  he  knew 
the  outcome  thereof,  and  which  was,  generally  speaking,  the  talting 
over  in  one  form  or  another  of  sudi  newcomers,  and  at  least  in  one 
Instance  (that  of  the  Indiana)  at  a  oonsiderable  profit  to  the  own- 
ers of  that  company.  Of  course,  Mr.  WaddeU,  or  the  company  which 
he  formed,  had  a  right  to  go  into  bvsineas,  and  the  motive  fior  enter- 
ing Into  such  business  Is  of  little  moment,  so  far  as  their  rights  were 
concerned;  but*  if  he  was  actuated  by  the  belief  that  his  company 
would  meet  with  a  like  experience  after  some  competitive  straggles, 
it  may  have  a  bearing  upon  the  question  whether  the  plaintiff  was 
sufficiently  capitalised  to  engage  in  the  struggle  for  the  market 
already  occoiftled.  Of  course,  if  yon  find  that  it  was  auAcieatly 
capitalized,  or  that  It  had  sufficient  financial  backiBg*  to  weather  a 
struggle  carried  on  under  normal  or  lawful  oompetittve  condltioBs, 
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that  is  a  sufficient  answer,  and  it  would  make  no  difference  whether 
it  was  or  was  not  sufficiently  capitalized  to  meet  a  competition  forced 
upon  it  by  unlawful  means." 

Certainly,  as  we  think,  no  sound  criticism  can  be  made  of 
these  passages,  either  taken  singly  or  placed  side  by  side, 
and  we  shall  make  no  further  comment  upon  them. 

6.  With  one  exception,  we  do  not  think  it  necessary  to  take 
up  separately  any  other  subject  embraced  in  the  assign- 
ments of  error.  They  have  all  been  examined  and  consid- 
ered, and  in  our  opinion  none  of  the  rulings  and  instructions 
complained  of  could  have  been  materially  harmful,  even  if 
a  minute  scrutiny  might  disclose  an  occasional  lapse  from 
an  ideal  standard.  No  record  could  come  unscathed  through 
such  an  ordeal  after  a  five  months'  trial,  and  it  is  greatly  to 
the  credit  of  the  district  judge  that  so  little  of  importance  is 
now  urged  for  reversal.  Many  of  the  assignments  seem  to 
be  of  very  slight  importance,  indeed,  and  may  be  passed 
without  discussion. 

[12]  7.  The  only  subject  that  may  need  a  few  words  of 
separate  consideration  is  the  refusal  to  grant  a  new  trial. 
The  principal  ground  of  complaint  pressed  upon  us  is  the 
fact  that,  while  the  jury  were  deliberating  on  their  verdict, 
they  had  in  their  possession  two  papers,  whose  contents  are 
said  to  have  been  of  such  a  nature  as  to  influence  them  im- 
properly. This  matter,  however,  has  already  been  heard  and 
decided  by  the  district  court,  and  we  find  nothing  in  the  rec- 
ord to  make  the  present  situation  exceptional.  The  facts  are 
these:  After  the  verdict  was  rendered  a  motion  for  a  new 
trial  was  made  and  entertained.  It  assigned  the  usual  gen- 
eral and  formal  reasons  (that  the  verdict  was  against  the 
law  and  against  the  weight  of  the  evidence,  and  that  the 
charge  was  erroneous  both  in  what  it  said  and  in  what  it 
failed  to  say),  and  then  added  a  special  reason  to  the  effect 
that  the  jury  had  had  before  it  certain  letters  and  other 
papers  that  were  not  in  evidence.  Manifestly  this  reason 
required  the  taking  of  testimony,  and  accordingly  a  number 
of  witnesses  were  examined.  On  April  10  the  motion  was 
fully  argued  before  the  court,  and  was  refused  after  what 
was  evidently  a  thorough  consideration.  The  rule  in  the 
95825^— VOL  4—17 8» 
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Federal  courts  being  well  settled  that  such  a  refusal  is  a  mat- 
ter of  discretion  that  will  not  be  reviewed  except  for  abuse, 
we  shall  only  add  that  we  have  read  and  considered  every- 
thing contained  in  the  record  on  this  subject  and  can  see  no 
sufficient  ground  for  interfering  with  what  was  done  by  the 
court  below.  Indeed,  we  incline  to  think  that  the  subject 
may  perhaps  have  been  brought  before  us  under  a  misap- 
prehension, for  it  was  argued  as  if  the  district  judge  had  re- 
fused to  [890]  hear  and  entertain  the  motion  at  all,  except 
upon  the  special  reason  referred  to  above,  although  (as  we 
understand  the  record)  the  facts  do  not  support  such  a  posi- 
tion. On  the  contrary,  the  motion  was  made,  and  was 
promptly  entertained,  the  court  made  an  order  for  the  tak- 
ing of  testimony,  witnesses  were  examined,  argument  was 
heard,  and  on  April  10  the  whole  subject  was  disposed  of  by 
an  order  discharging  the  rule  that  had  been  granted  and 
refusing  the  motion.  We  see  nothing  reviewable  in  such  a 
proceeding. 

On  the  whole  case  we  are  of  opinion  that  the  plaintiff  had 
a  fair  and  patient  trial,  and  that  whatever  complaint  he  may 
have  should  be  directed  to  the  verdict  rather  than  the  action 
of  the  court 

The  judgment  is  affirmed. 


LOCKER  ET  AL.  v.   AMERICAN  TOBACCO  CO. 
ET  AL.« 

(District  Ooort,  S.  D.  New  York.    January  22, 1»12.) 

[194  Fed.  Rep.,  28&] 

Pleadiitq  (I  320)— Bnx  of  PABncuLAB8.-T-Where,  in  an  action  for 
damages  for  injuries  sustained  by  an  alleged  unlawful  combination 
in  restraint  of  trade,  the  complaint  aUeged  a  combination,  whidi 
was  not  against  plaintiffs  apecificaUy,  the  pooedC  of  wmdi  migbt  be 
founded: on  inferences  to  be  drawn  from  .tlie  coucse.of  busioess^ 
and  two  of  the  defendants  had  alceady  been  held  to  have  parttci^ 

•  For  later  opinions  <197  Fsd.  405)  see  po9i,  page  6E12;  (220-  FM. 
978)  see  po9t,  page  614;  (218  Fed.  447)  see  pos#,  page  618. 


Digitized  by  VjOOQIC 


LOOKXE  i;«  AIOEBHUN.TOBAOOO  CO.  611 

Opinion  of  the  Court 

pated  in  the  illegal  combination  In  a  proceeding  brought  .by  the 
United  States  on  behalf  of  the  public,  and  the  other  had  knowledge 
of  its  own  relation  to  the  defendants  and  wherein  it  participated 
In  any  combination,  defendants  were  not  entitled  to  a  bill  of  par* 
ticulara,  alleging  specific  details  of  the  combination  and  its  effect 
on  plaintiffs.* 

[Ed.  Note.— For  other  cases,  see  Pleading,  Cent.  Dig.  f  972 ;  Dec. 
Dig.  9  320.] 
Pleading  (I  317) — ^Biix  of  Pabticulabs — SraciAL  Injtjet. — Where, 
in  an  action  to  recover  damages  for  injuries  due  to  an  alleged 
unlawful  combination  in  restraint  of  trade,  the  damages  claimed 
were  very  larger  and  were  In  the  nature  of  special  damages,  de- 
fendants were  entitled  to  a  bill  of  particulars  with  reference 
thereto. 

[Bd.  Note. — ^For  other  cases,  see  Pleading,  Dec.  Dig.  f  817.] 

At  Law.  Action  by  John  A.  Lodcer  and  another,  trading 
as  E.  Locker  &  Co.,  against  the  American  Tobaeoo  Company, 
the  Metit^politan  Tobacco  Company,  and  others.  On  appli- 
cation fop  billof  particularsk    Grai^ted  in  part. 

Charles  DuahMnd  for  plaintiffa 

NicoUj  AnaAle,  Lindsay  &  FTdlerior  defendants  Ameri* 
can  Tobacco  Co.  and  others* 

Goldsmith^  Cohere,  Cole  <&  Weiss  for  defendant  Metro- 
politan Tobacco  Co. 

Wabd,  Circuit  Judge. 

The  court,  when  asked  to  order  a  bill  of  particulars,  has 
to  steer  between  two  evils,  namely,  unreasonably  restricting 
the  plaintiff's  case  or  exposing  the  defendant  to  surprise  at 
the  trial. 

[1]  The  combination  alleged  in  the  complaint  is  not  one 
against  the  plaintiff  specifically,  in  which  case  greater  par- 
ticularity might  be  required,  but  againat  the  public  gener- 
ally. The  proof  of  it  may  be  founded  an  inferences  to  be 
drawn  from  the  course  of  business,  and  the  plaintife  may 

•  Syllabus  copyrighted,  19X2,  by  West  Ptkbllshing  Oorapany. 
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be  unable  to  state  specific  details.  The  other  defendants, 
the  American  Tobacco  Company,  the  American  Snuff  Com- 
pany, and  BlackweU's  Durham  Tobacco  Company,  have  al- 
ready been  held  to  have  participated  in  an  illegal  combina- 
tion in  a  proceeding  brought  by  the  United  States  on  be- 
half of  the  public.  The  defendant  the  Metropolitan  To- 
bacco Company,  which  asks  for  the  bill  of  particulars,  of 
course  has  knowledge  of  its  own  relation  to  its  co-defend- 
ants, and  whether  it  had  participated  in  any  combination, 
especially  in  relation  to  the  charges  in  articles  32  to  40  of 
the  complaint,  in  which  it  is  specifically  named.  Its  co- 
defendants  may  be  [233]  relied  on  to  meet  other  charges 
in  the  complaint  of  which  it  has  no  direct  knowledge. 

[2]  In  view  of  all  the  circumstances,  I  think  the  pleading 
sufficiently  apprises  the  Metropolitan  Tobacco  Company  of 
what  it  will  have  to  meet  at  the  trial;  but  the  damages 
claimed  being  very  large,  and  being  in  the  nature  of  special 
damages,  I  think  the  defendants  are  entitled  to  a  bill  of 
particulars  showing  the  amount  and  kind  of  damage  the 
plaintiffs  have  suffered  since  the  year  1905,  and  how  the 
same  resulted  from  the  conspiracy  alleged  in  the  (iomplaint. 

To  that  extent  the  motion  is  granted. 


LOCKEE  ET  AL.  v.   AMERICAN  TOBACCO  CO. 
ET  AL.« 

(District  Court,  S.  D.  New  York.    July  18,  1912.) 

[197  Fed.  Rep.,  495.] 

MONOPOLIXS     (I    28) — TtDtBAL    ANTI*TbU8T    AGV — ^VlOLATTON — TtOBt^ 

Damages — Right  of  Action. — ^To  give  a  private  right  of  action 
under  Anti-Trust  Act.  July  2,  1890.  c.  647,  I  7,  ?8  Stet.,  210  (U.  S. 
Ck)mp.  St  1901,  p.  3202),  for  treble  damages  for  injury  done  to 
plaintiff's  business  through  a  combination  hy  defendants  tn  restraint 
of  trade,  the  cause  of  action  must  be  complete  vrhen  suit  is  brought ; 
the  Gorernment  alone  having  power  to  check  future  contemplated 
unlawful  acts,  and  hence^  in  an  action  against  sevcFal  defendants^ 

•For  prior  <^nion  (194  Fed.,  2S2)  see  ante,  page  610.  For  later 
opinions  (200  Fed.,  978),  see  post,  page  614 ;  (218  Fed.,  474),  see  po9t, 
page  618b 
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plaintifC  is  not  entitled  to  bring  in  as  defendants  corporations  which 
were  organized  after  the  action  was  bronght* 

[Ed.  Note. — ^For  other  cases,  see  Monopolies,  Gent  Dig.,  I  18; 
Dec.  Dig.,  f  28.1 

Action  by  John  A.  Locker  and  another  against  the  Ameri- 
can Tobacco  Company  and  others.  On  motion  for  leave  to 
amend  summons  by  inserting  the  names  of  the  Liggett  & 
Myers  Tobacco  Company  and  the  P.  Lorillard  Company  as 
co-defendants  and  to  amend  the  complaint  by  inserting  vari- 
ous allegations  as  to  acts  done  by  them.   Motion  overruled. 

See;  also,  194  Fed.,  232. 

[i96]    Lacombe,  Circuit  Judge. 

This  is  an  action  against  the  four  named  defendants  to 
recover  treble  damages  for  injury  alleged  to  have  been  done 
to  plaintiff's  business  by  reason  of  said  defendants  having 
entered  into  a  combination  in  restraint  of  trade  and  car- 
ried on  such  combination  in  such  a  way  that  plaintiff's  busi- 
ness sustained  the  injury  complained  of.  The  action  is 
brought  under  the  seventh  section  of  the  Federal  Anti-Trust 
Act  July  2,  1890.  Its  gravamen  is  tortious  action,  and  it 
is  elementary  that  the  cause  of  action  must  be  complete 
when  suit  is  brought.  Until  the  wrong  is  done  and  the 
injury  suffered,  there  is  no  cause  of  action  under  this  sec- 
tion. Threatened  wrong  and  apprehended  loss  are  not 
within  its  provisions.  To  the  Federal  Government  alone 
does  the  Anti-Trust  Act  confide  the  power  to  check  future 
contemplated  unlawful  acts  by  injunction.  The  relief  ac- 
corded to  the  individual  is  an  action  at  law  for  treble  dam- 
ages when  he  can  show  that  the  act  has  been  violated,  and 
that  such  violation  has  injured  him  in  his  business  or  prop- 
erty. He  cannot  maintain  such  an  action,  if  his  complaint 
fails  to  show  that  at  or  prior  to  the  time  when  the  action 
is  begun  defendant  had  done  any  act  in  violation  of  the 
statute.  This  analysis  of  the  seventh  section  sufficiently  an- 
swers the  present  application.  The  action  was  begun  June 
10,  1910.  The  two  corporations  which  plaintiff  now  asks 
to  include  as  defendants  were  not  incorporated  until  No- 
vember, 1911.    Since  they  were  not  in  existence  on  and  prior 

•  Syllabus  covyri|^ted«  1012,  by  West  PaMiahing  Oompaiiy* 
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to  June  10,  1910,  it  is  impossible  that  they  could  by  that 
time  have  V  done  any  act  in  violation  of  the  statute.  If  sub- 
sequent to  their  creation  they  have  violated  the  statute, 
and  by  reason  of  such  violation  plaintiff  has  been  injured  in 
•his  business  or  property,  he  may  have  a  good  cause  of  action 
against  th^oi  for  such  tortious  act,  but  that  is  a  new  and 
independent  tort  and  a  separate  cause  of  action  from  the 
one  declared  on  here. 
The*motiim  is  denied. 


LOCKEE  ET  AL.  v.  AMERICAN  TOBACCO  CO. 
ET  AL.« 

(District  Court,  8.  D.  New  York.    N<yvember  29,  1912.) 

(20O  Fed  Rep.»  973.] 

Abpbat.  and  Ebbor  (I  1039) — Habkixss  Ebbob— Bill  of  Pabtic- 
IXLABS.— Under  Code  Civ.  Proc.  N.  Y.  I  581,  which  authorizes  courts 
to  require  bills  of  particulars  and  to  preclude  a  party  failing  to 
compiy  with  such  an  order  from  introducing  evidence  of  the  matCera 
*to- wliidi  the  order  relates,  the  faralshlng  of.  a  bill  of  particolara  la 
in  itself  a  limitation  of  claim  tx)  the  particulars  stated,  and  while  it 
is  not  necessary  to  express  the  limitation  in  the  order,  such  a  pro- 
vision is  not  prejudicial.^ 

[Ed.  Note.^For  other  cases,  see  Appeal  and  Error,  Cent  Dig. 
fl  4075-4088;  Dec.  Dig.  I  1039.] 

Pleading  (I  317) — ^Bill  or  Pabticulabs. — ^In  an  action  to  recover 
special  damages  in  a  very  large  sum,  alleged  to  have  been  caused 
by  an  iHegal  combination  by  defendants  in  restraint  of  trade,  a 
defendant  is  entitled  to  a  bill  of  particolars,  stating  in  <  what  sach 
damages  consist,  and  In. what  way  they  were  caused  to  plaintiff  by 
the  alleged  conspiracy. 

[Ed.  Note.— For  other  cases,  see  Pleading,  Cent.  Dig.  II  954>-9Q2; 
Dec.  Dig.  I  317.1 

At  law.  Action  by  John  A.  Locker  and  Ebna  Locker, 
trading  as  B.  Locker  &  Co.,  against  the  American  Tobacco 
Company,  the  Amexican  Snuff  Company,  the  Blackwell's 

•fbr  prior  opinions  (194  Ped.,  282),  see  «n«e,  page  610;  (197  Fed., 
495),  see  tnie,  page  612.  For  later  opMon  (218  Fed.,  447) ;  see  po9t, 
page  618. 

>8l«lab«i  oopyflglMd,  IIU8,.by  imst  IlMMitag  Ooapaay. 
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'DuriMiD  Tobacoo  Oompany,  amd  the'MetropoHtan  Tdbaoco 
Compsmy.  On  motion  to  resettle  order  requiring  bill  of 
particulars.    Overruled. 

See,  also,  197  Fed.,  495. 

[♦74]  Jacob  C.  Brand,  of  tfew  York  City,  for  plaintiffs. 

CJuM.  Rt.  Sheaf e J  of  New  York  City,  for  defendants. 

Wahd,  Circuit  Judge. 

This  is  a  motion  by  the  plaintiffs  to  resettle  an  order  re- 
(fuiring  them  to  furnish  a  bill  of  particulars  to  the  Metro- 
politan Tobacco  Company,  one  of  the  defendants.  January 
27,  1912,  the  court  entered  the  following  order: 

'*  Ordered,  that  witlilii  ten  (10)  days  after  the  service  of  a  copy 
ot  this  ordtf  upon  the  plaintiff^  or  plaintifTs  attorney,  the  plainttffB 
serve  upon  the  attorneys  for  the  defendant  Metropolitan  Tobacco 
Ck>mpany,  at  their  office,  a  verified  bill  of  particulars  showing  the 
amount  and  kind  of  damage  the  plaintiffs  liave  suffered  since  the 
year  1905,  and  how  the  same  resulted  from  the  conspiracy  alleged 
in  the  complaint*' 

March  11  the  plaintiffs  furnished  a  bill  claiming  $85,000 
for  loss  of  good  will,  sums  aggregating  over  $75,000  for  loss 
of  profits  in  the  years  from  1905  to  1911,  inclusive,  eidiaiiced 
prices  paid  for  goods  during  the  same  years,  aggregating 
over  $34,000,  and  additional  expenses  incarred  during  the 
same  period,  aggregating  over  $^,000,  together  with  a  state- 
ment as  to  the  way  in  which  these  losses  were  connected 
with  the  conspiracy  complained  of. 

March  18  the  court  ordered  a  further  bill  of  particulars 
as  follows: 

"Ordered,  that  the  plaintiffs  be,  and  they  hereby  are,  prectaded 
from  Introducing  at  the  trial  of  this  action  any  evidence  concerning 
thei^  damages,  sustained  since  1905,  other  than  the  items  set  forth 
In  the  further  bill  of  particulars,  heretofore  furnished  and  dated 
March  11,  1912,  and  that  in  proving  such  damages  they  be  precluded 
from  computing  the  same  by  any  other  method  than  the  one  set 
forth  In  said  further  MU  of  particulars ;  and  it  Is 

**  Further  ordered,  that  the  plaintiflto  be,  aad  tfaey  hereby  are,  di- 
rected-to  serve  upon  tiie  attorneys  for  tiie  defendant  (Bfetrc^IUan 
Tobaoco  Company,  within  ten  (10)  days  after-  service  of  a  copy  of 
this  order,  with  notice  of  entry  thereof,  a  second  further  verified  bill 
of  particulars,  Itemising  and  particulariziilg  the  additional  expenses 
necessarily  Incurred  by' plalnCffCi  for  each  of  the  following  purposes, 
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nameir:  In  employing  (1)  extra  MUesmoi;  (2)  extra  hnyen;  (8) 
extra  drivers;  (4)  extra  horses;  (5)  extra  wagons;  and  (6)  In 
granting  extra  inducements,  presents,  premiums,  and  gratuitieB.** 

The  plaintiffs  apply  to  resettle  this  order,  by  striking  out 
the  first  paragraph,  which  it  will  be  noted  incorporates  the 
similar  provision  contained  in  the  order  of  January  27. 

It  is  said  that  the  foregoing  order  may  be  understood  by 
the  trial  judge  to  prevent  the  plaintiffs  from  proving  dam- 
ages sustained  before  1905.  It  does  not,  because  the  defend- 
ant Metropolitan  Tobacco  Company  asked  only  for  particu^ 
lars  of  damage  occurring  after  that  date,  apparently  because 
it  thought  earlier  damages  would  be  barred  by  the  statute 
of  limitations. 

It  is  also  said  that  the  order  may  preclude  the  plaintiffs 
from  offering  evidence  of  damages  sustained  between  the 
beginning  of  the  suit  and  the  trial.  Assuming  that  they  have 
sustained  damages  which  could  be  proved  down  to  the  time 
of  trial,  in  accordance  with  the  case  of  P<irk  <6  Sons  Co.  v. 
Eubbard,  198  N.  Y.  186,  91  N.  E.  261,  it  will  be  their  own 
fault  if  they  are  not  allowed  to  do  so,  because  in  their  bill 
of  particulars  they  only  alleged  damages  sustained  down  to 
[975]  and  including  1911,  without  claiming  prospective 
damages  after  that  date* 

[1]  The  plaintiffs  quite  truly  say  that  the  provision  con- 
tained in  section  531  of  the  Code  of  Civil  Procedure  as  to 
preclusion  applies  only  where,  a  bill  of  particulars  having 
been  ordered,  none  at  all  has  been  furnished;  also  that  the 
proper  practice  is,  not  to  include  the  provision  as  to  preclu- 
sion in  the  order  granting  the  bill  of  particulars,  but  to  re- 
quire a  separate  independent  order  to  that  effect  if  no  bill 
is  furnished.  This  gives  the  party  in  default  a  locus  poeni- 
tentiae.  Reader  v.  Hoggin,  114  App.  Div.  112,  99  N.  Y. 
Supp.  681;  Foster  v.  Curtis,  121  App.  Div.  689,  106  N.  Y. 
Supp.  388;  Hein  v.  Honduras  Syndicate,  138  App.  Div.  786, 
123  N.  Y.  Supp.  431.  But  the  furnishing  of  a  bill  of  particu- 
lars  is  in  itself  a  limitation  of  claim  to  the  particulars  stated 
in  the  bill.  There  is  no  need  to  express  the  limitation  in  the 
order,  although  I  think  it  is  oftein  done.  All  that  can  be 
said  is  that  such  a  provision  is  superfluous.  Bowman  v. 
Earle,  8  Duer  (N.  Y.)  691;  Cochrane  Co.  v.  HoweOs,  81 
Hun,  610,  80  N.  Y.  Supp.  1029. 
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[2]  The  final  objectum,  and  the  really  imptNrtant  one,  is 
that  the  order  should  not  have  required  the  plaintiffs  to 
state  how  their  alleged  damages  were  caused  by  the  con- 
spiracy complained  of,  and  should  not  have  restricted  them 
to  proof  in  accordance  with  the  particulars  so  furnished. 
This  latter  restriction,  as  pointed  out  above,  was  unneces- 
sary; for,  if  the  plaintiffs  were  properly  required  to  state 
how  the  damages  they  claimed  were  connected  with  the  con- 
spiracy, the  bill  of  particulars  itself,  without  more,  would 
have  restricted  their  proof  at  the  trial  to  the  method  of  con- 
nection stated  in  it 

Bills  of  particulars  have  grown  from  very  small  and 
technical  beginnings  into  most  important  instruments  of 
justice.  Originally  they  were  confined  to  accounts,  then  ex- 
tended to  contracts  generally,  and  finally  to  torts.  Section 
531  of  the  Code  of  Civil  Procedure  authorizes  courts  to 
grant  them  ^^  in  any  case."  While  they  are  not  intended  to 
advise  a  party  of  his  adversary's  evidence  or  theory,  they 
will  be  required,  even  if  that  is  the  effect,  in  cases  where 
justice  necessitates  it.  F<Mr  instance,  in  actions  f ot  damages 
caused  by  the  negligence  of  servants,  the  plaintiff  is  con- 
stantly required  to  name  the  servant  alleged  to  have  been 
negligent,  and  to  state  the  particulars  in  which  he  was 
negligent.  Likewise,  where  the  master's  works,  ways,  or 
machinery  are  complained  of  as  defective,  the  plaintiff  will 
be  required  to  state  the  defects  and  the  way  in  which  they 
caused  his  injuries.  One  of  the  main  purposes  is  to  prevent 
surprise,  and  to  advise  the  party  of  what  he  is  to  meet  at 
the  trial.  Dwyer  v.  Slattery^  118  App.  Div.  345,  103  N.  Y. 
Supp.  433;  Bjark  v.  Post^  126  App.  Div.  813,  110  N.  Y. 
Supp.  206.  Very  interesting  cases,  more  applicable  to  the 
one  now  under  consideration,  are  Shaw  v  Stone^  124  App. 
Div.  624, 109  N.  Y.  Supp.  146;  Mesaer  v.  Aaran^  101  App. 
Div.  169,  91  N.  Y.  Supp.  921;  Mayor  v.  MarreneTy  49  How. 
Prac  (N.  Y.)  86;  Leigh  v.  Almater,  2  Abb.  N.  C.  (N.  Y.) 
419. 

The  claim  in  this  case  is  unusual.  It  is  for  damages  in  a 
very  large  sum,  which,  if  proved,  will  be  trebled.  The 
damages  claimed  are  not  general,  such  as  are  necessarily  to 
be  expected,  but  special.    There  is  no  necessary  connection 
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between  the  plaintiff's  loss  of  good  will,  ^of  [976]  prbfits, 
and  of  trade,  and  increase  of  expenses,  and  the  conspiracy 
complained  of.  Suok  rescdts  might  haye  bem  due  to  a  mnl- 
titade  of  other  causes.  It  is  f  fur  that  the  defendant  should 
be  advised  in  what  way  the  conspiracy  comi^ained  of  re- 
sulted in  these  large  losses,  so  that  it  will  be  able  to  meet 
the  claim  at  the  trial. 
The  motion  is  denied. 


LOCKER  ET  AL.  v.  AMERICAN  TOBACCO  CO.  ET 

AL.* 

(Gircalt  Ooart  of  Appeals,  Second  Circuit    November  10,  1^14^) 

[218  Fed.  Kep.,447.] 

MoNOPOUKB  (I  28)— Sbdbkast  Anit-Tbvst  Aci^^Damaobs.— Proof 
that  defendants  have  violated  the  Sherman  Anti-Trnst  Act  July  2, 
1890,  c  647,  26  Stat  209  (Comp.  St  1913,  H  8820-8830),  wiU  not 
establish  a  cause  of  action  for  damages  to  plaintifls'  bustneis,  re- 
coverable uadw  section  7  (8829),  anless  it  is  proved  that  tte-ae- 
fendants*  acts  have  injured  plalntUEs  aad  caused  them  damsges 
recoverable  at  law.* 

[Bd.  Note. — For  other  cases,  see  Monopolies,  Gent  Dig.  I  18 ;  Dec 
Dig.  I  28.] 

MoNOPOuxs  (I  17) — Shchman  Anti-Tiitst  Law — ^Injushss-^-Sohsmx 
OF  Busmsss — RjsrusAL  to  Skll  Jonms. — ^Where  obtain  tobaooo 
mannfacturers  had  formed  a  combination  in  restraint  of  trade  in 
violation  of  the  Sherman  Anti-Trust  Act  and  had  appointed  the 
M.  Company  their  sole  Jobbing  agent  in  Greater  New  York*  on  con- 
dition tliat  it  should  not  sell  at  more  than  list  prices,  receiving  a 
discount  on  the  goods  sold,  a  determination- on  its  part  that  it  would 
not  8^1  to  other  Jobbers  in  Its  territory,  but  only  to  retailers,  be- 
cause its  former  practice  of  seiliagto  Jobbers  resulted  in  insvffl- 
cient  service  by  its  [448  J  salesmen  to  retailers,  such  4etdrmination 
was  not  illegal,  and  did  not  constitute  a  violation  of  the  act,  lor 
which  a  Jobber,  whose  orders  were  declined,  could  recover  treble 
damages  under  section  7. 

[Bd.  Note.-^BV>r  other  cases,  see  Menopolies,  Oeht  Dig.  1 18  ;'Dec. 
Dig.  I  17.] 

•For  prior  opinions  (194  Fed.  282)  see  ante,  page  610;  (197  Fed. 
496)  see  ante,  page  612;  (HOO-  Fed.  97B>  see «ai6,  page  614. 
»  SyllalMMi  eopyriglited,  iai5»  by  West  Publlshiig  OMiNuiy. 


Digitized  by  VjOOQIC 


LOOSBB:  V.yMaSBI€AN  TOBMXO  CO.  619 

OptaWii  otthe  CSoOrt 

In  error  to  the  I^ustrict  Court  of  the  United  Steites  for  the 
Southern  Difitrict  of  New  York. 

On  writ  of  error  to  the  District  Court  for  the  Southern 
District  of  New  York  to  review*  a:  judgment  in  favor  of  the 
defendants.  The  complaint  was  dismisfled,  as  ^to  the  de- 
fendants Blackweirs  Durham  Tobacco  Company  and  the 
American  Snuff  Company  and  a  verdict  was  directed  in 
favor  of  the  American  Tobacco  Company  and  the  Metro- 
politan Tobacco  Company.  An^  acticm  similar  to  this  was 
brought  in  the  State  courts  and  the  complaint  was  dismissed. 
The  disnussal  was  sustained  by  tiie  New  York  Court  of 
Appeals.    195N.  Y.  565,  88N.E.289. 

See,  also,  200  Fed.,  978. 

Charles  Dushkind,  of  New  York  City,  Chcarles  C.  Darnels, 
and  John  S.  Wise,  of  New  York  City,  for  plai^tiiTs  in  error. 

DeUmcey  NuxUy  Junius  Parser,  and  Thomas  S.  Fuller, 
all  of  New  York  City,  for  defendants  in  error  The  Ameri- 
can Tobacco  Co.,  American  -Snuff  Ca,  and  Blackwell's  Dor- 
ham  Tobacco  Co. 

WUUam  N.  Cdhen,  Arthur  J.  Cohen,  and  TfiHiom  S. 
Weiss,  all  of  New  York  City,  for  defendant  in  error  Metro- 
politan Tobacco  Co. 

Before  Lacombe,  Coxe,  and  Wabd,  Circuit  Judges. 

CoxE,  Circuit  Judge. 

The  suit  is  brought  under  section  7  of  the  Anti-Trust  Act, 
which  is  as  follows: 

"  Sec.  7.  Any  person  who  shaU  be  injured  in  his  business  or  prop- 
erty by  any  other  person  or  corporation  by  reason  of  anything  for- 
bidden or  declared  to  be  unlawful  by  this  act  may  sue  therefor  in 
any  circuit  court  of  the  United  States  in  the  district  in  wlildi  the 
defendant  resides  or  Is  found,  without  reapect  to  ttte  amouiit  in 
controversy,  and  sliall  recever  thveefbld  tlie. damages  by  him  sus- 
tained, and  the  costs  of  the  suit,  including  a  reasonable  attorney's 
fee.-^ 

[1]  It  matters  not  that  certain  of  the  defendants  have  vio- 
lated the  provisions  of  ^  the  Sherman  Act  unless  it  be  proved 
that  such  acts  have  injured  the  plaintiffs  and  caused  them 
damjages  which  can  be  recovered  in  an  action  at  law. 
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[2]  The  plaintiffs  were  doing  business  in  Brooklyn  as 
jobbers  in  tobacco  and  its  products  and  were  not  engaged 
in  naanufiictiiring.  The  Ammcan  Tobacco  C!ompany  is  a 
manufacturer  of  cigarettes,  plug  and  smoking  tobacco.  The 
defendant  American  Snuff  C(»npany  is  a  manufacturer  of 
snuff.  The  Blackwell's  Durham  Company  is  a  manufac- 
turer of  smoking  tobacco.  The  Metropolitan  Tobacco  Com- 
pany was  engaged  in  substantially  the  same  business  as  the 
plaintiffs,  viz,  not  as  a  manufacturer,  but  as  a  jobber  of 
tobacco  and  its  products,  which  it  purchased  from  the  manu- 
facturer and  sold  to  retailers  in  New  York  and  Brooklyn. 

[449]  It  is  not  now  contended  by  the  defendants  that  the 
American  Tobacco  Company,  American  Snuff  Company, 
and  Blackwell's  Durham  Tobacco  Company  were  not  a  com- 
bination forbidden  by  the  Sherman  Law  during  the  time 
covered  by  this  action.  The  agreement  between  the  Ameri- 
can Tobacco  Company  and  the  Metropolitan  Company  was, 
it  seems  to  us,  a  legitimate  one,  viz,  to  make  the  Metropoli- 
tan Company  its  sole  agent  in  greater  New  York,  on  condi- 
tion that  it  should  not  sell  the  American  Company's  prod- 
uct at  more  than  the  list  prices.  The  Metropolitan  Company 
was  to  receive  a  discount  of  five  per  cent  on  goods  so  sold. 
The  agreement  was  not  reduced  to  writing.  The  plaintiffs 
entered  business  in  1903  after  the  foregoing  arrangement  had 
been  in  existence  for  about  five  years.  In  June,  1904,  the 
Metropolitan  Company  concluded  that  it  would  not  sell  to 
local  jobbers  but  would  sell  direct  to  the  retail  trade  in 
Brooklyn.  The  reasons  for  this  change  in  policy  are  fully 
set  out  in  the  testimony  and  seem  to  be  fair  and  reasonable. 
If  the  manufacturing  defendants  had  concluded  to  sell  their 
products  solely  through  instrumentalities  of  their  own  and 
had  organized  in  their  factories  a  selling  department  through 
which  they  supplied  their  products  to  all  who  desired  to 
purchase  them,  it  will  hardly  be  contended  that  such  ac- 
tion was  even  within  the  mischief  of  the  Sherman  law. 
How,  then,  does  an  act  which  the  defendants  might  law- 
fully do  themselves  become  unlawful  when  done  by  another 
to  whom  they  sell  or  consign  their  goods?  There  can  be  no 
pretense  that  the  Metropolitan  Company  has  received  any 
unlawful  preference  or  dandestme  favors  from  the  manu* 
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f  actnrers.  The  prices  at  which  they  sell  to  the  MetropoUtftn 
Company  are  their  own  Ust  prices  and  there  is  nothing  to 
show  that  the  manufacturers  received  an  exorbitant  profit 
by  this  arrangement.  The  Metropolitan  Company  may  seU 
for  less  than  the  list  price  but  it  can  not  sell  for  a  higher  price. 
It  is  not  prohibited  from  buying  or  selling  the  products  of 
other  manufacturers  at  any  price  which  it  may  induce  the 
manufacturer  to  take  or  the  purchaser  to  give.  We  are  un- 
able to  discover  anything  illegal  or  unfair  in  the  Metropoli- 
tan Company's  method  of  conducting  business.  It  is  not 
the  sole  agent  of  the  other  defendants  but  deals  with  the 
produce  of  many  manufacturers,  in  no  way  connected  with 
the  manufacturing  defendants,  who  are  apparently  entirely 
satisfied  with  the  Metropolitan's  methods  and  treatment. 
The  reasons  for  the  adoption  of  these  methods  are  well  stated 
by  Mr.  Bendheim,  the  president  of  the  Metropolitan  Com- 
pany, as  follows: 

"  Q.  Mr.  Bendbeim,  will  yon  now  state  to  tbe  court  and  Jury  the 
condition  that  existed  in  Brooklyn  that  led  you  to  refuse  to  seU  tlie 
jobbers  in  that  territory  during  that  period ;  that  is,  in  May,  10047 — 
A.  We  were  losing  our  hold  on  the  retail  trade,  which  we  considered 
against  our  interest  in  a  great  many  ways.  Our  salesmen  preferred 
to  seU  Jobbers,  because  it  is  easier  to  sell  a  bill  of  $100  than  40  or 
50  cents  of  assorted  goods.  They  drifted  gradnaUy  into  the  habit  of 
seUing  tbe  wholesalers  more  tlian  retailers.  We  had  promised  and 
agreed  to  call  on  retailers  once  a  week,  and  they  were  not  being  called 
on.  Systematically  it  weakened  our  power  to  introduce  the  goods. 
Our  goods  were  used  to  help  along  other  goods,  outside  goods,  and 
those  were  the  main  conditions.*' 

Under  the  method  complained  of,  the  sequence,  is  producer, 
jobber,  retailer,  consumer.  This  seems  tbe  usual,  natural, 
and  fair  way  of  [460]  getting  the  goods  from  the  manufac- 
turer to  the  consumer.  We  can  think  of  no  reason  based  on 
the  common  law  or  the  Sherman  Law  which  required  the 
introduction  of  a  second  jobber  or  wholesaler  between  the 
producer  and  the  consumer.  In  short,  we  are  convinced  that 
what  was  done  by  these  defendants  was  not  prohibited  by 
law,  but  was  a  reasonable,  common-sense  trade  arrangement 
dictated  by  the  exigencies  of  the  situation.  We  see  nothing 
forbidden  by  the  Sherman  Act  in  a  manufacturer  consign- 
ing or  seUing  his  product  to  a  jobber  for  a  particular  terri- 
tory and  placing  certain  restrictions  upon  the  prices  at 
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whidi*  the 'goods  are  'to  bo  sold.  Mioiy  of  tlie  large  miUs 
have  a  faotor  in  New  York  to  whom  their  products  are  thus 
oonsi^ied;  He  can  sell  to  A  or  B,  or  both,  as.  he  sees  fit  and 
the  consignor  is  not  concerned  with  the  transaction  so  long 
as  he  gets  his  price  and  the  terms  ol  the  consignment  are  not 
violated.  The  same  is  tme  of  the  jobber;  he  is  at  liberty  to 
sell  to  one  retailer  or  twenty  retailers  as  he  sees  fit 

We  are  unable  to  discover  anything  illegal  in  a  manufaC" 
turer  of  tobacco  disposing  of  his  goods  to  a  jobber  to  sell  to 
retailers,>  or,  if  he  deems  it  advisable,  to  change  his  policy 
and  sell  direct  to  the  retailer  himself.  Why  may  he  not  do 
so?  One  who  desires  to  foeoometa  ijobber  has  no  right  to  com- 
plain because  the  manufacturer  chooses  another  to  do  this 
work,  unless  the  manufacturer  owes  some  duty  to  consign  his 
product  OF'  a  part  thereof  to  him^  The  laws  of  trade  are 
not  wholly  altruistic,  thty  may  often' bo  hard  and  selfish,  but 
it  is  no  part  of  the  duty  of  courts  to  attempt  to  enforce  the 
pirecepte  ol  the  decalogue.  la  the  struggles  engendered  by 
fierce  competition^  losses  must  occur  and  injustice  may  be 
done,  but  this  is  fi^uently  inevitable  and  can  not  be  pre- 
vented so  long  as  the  parties  keep  within  the  law. 

Aft  we  have  thus  disposed  of  the  case  upon  the  principal 
question,  it  is  unnecessary  to  disooss  the  subsidiary  questions 
involved.  We  think  it  proper  to  say,  however,  that  we  find 
no  satisfactory  proof  of  damages;  the  matter  seems  to  be 
left  to  speculation  and  conjecture. 

The  judgment  is  afiirmed  with  costs. 


STANDARD  SANITARY  MANUFACTURING  COM- 
PANY V.  UNITED  STATES  OF  AMERICA.* 

AFFEAIi  FROM  THE  DISTRICT  CX)nRT  OF  TUE  UNITED  STATES  FOR 
THE  DISTRICT  OF   MARYLAND. 

No.  654.  Argued  €N;tober  15, 16, 17, 1912.— Decided  NoTetnber  .18, 1912. 
[226  U.  S.,  20.] 

A  trade  agreement  under:  whiefa  manufactacers^  wha  prior  tlieDolo 
were  iiMlependent  and  competittTe,  comUoed  and  Sfdijeoled  then-- 
selvea  ta  certain  rales  and  regiilations  among, others  limHlng:oatput 

•Fbr  opinion  of  tlie  Gircuit  Ckmrt  (191  Fed.,  172),  see  mile,' page 
890, 
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aod.sata  of  their  product  and  quantity,  vendeeB  and  priet,  heM 
in  this  caae  to  be  illegal  under  the  Sharman  Anti-Trust  Act  of 
July  2,  1800.    Montague  Y.  Ixnor^,  198  U.  S..  3&« 

A  trade  agreement  involying  the  right  of  all  parties  thereto  to  use  a 
certain  patent*  which  transcends  what  is  neoeasary  to  protect  the 
[21]  .use  of  the  patent  or  the  omnopoly  thereof  as  conferred  by  law 
and  controls  the  output  and  price  of  goods  manufactured  by  all 
those  using  the  patent,  is  illegal  under  the  Antik^Trust  Act  of  .1896. 
Bement  v.  National  Harrou)  Co,,  186  U.  S.  70,  and  Hmnf  t.  A,  B. 
Dick  Co,,  23A  U.  S.  1.  distinguished* 

While  rights  conferred  by  patents  are  definite  and  extensive,  they  do 
not  give  a  universal  license  against  positive  prohibitions  any  move 
than  any  other  rights  da 

The  Sherman  Anti-Trust  Act  is  a  limitation  of  rights  which  may  be 
pushed  to  evil  consequences  and  should  therefore  be  restrained. 

The  character  of  the  Sherman  Act  is  sufficiently  comprehensive  and 
thorough  to  prevent  evasions  of  its  policy  by  disguise  or  subterfuge. 

The. Sherman  Act  is  its  own  measure  of  right  and  wrong;  courts  can- 
not declare  an  agreement  which  is  against  Ita  policy  legal  because 
of  the  good  intentions  of  ttie  parties  malcing  it. 

A  party  to  an  agreement. in  restraint  of  trade  is  none  the  less  a  party 
to  the  Illegal  combination,  created  thereby,  because  it  is  not  subject 
to  all  the  restrictions  imposed  upon  all  the  other  parties  thereto. 

A  corporation  having  a  manufactory  in  one  State  and  warehouses  in 
several  other  States  held  to  be  eogaged  in  interstate  commerce 
under  the  circumstances  of  this  case. 

Quwre,  whether  one  of  the  individual  defendants  in  an  equity  case 
brought  by  the  Government  to  dissolve  an  illegal  combination  under 
the  Sherman  Act,  called  as  a  witness  by  one  of  the  other  defendants 
in  the  same  suit,  obtains  immunity  from  criminal  prosecution  as  to 
the  matters  testified  to. 

There  is  no  rule  that  civil  suits  brought  under  the  Sherman  Act  to 
dissolve  the  combination  must  await  the  trial  of  criminal  actions 
against  the  same  defendants,  and  whether  the  trial  of  the  civil 
action  shall  be  delayed  because  some  of  the  defendants  refuse  to 
testify  as  witnesses  for  other  defendants  is  a  matter  in  the  discretion 
of  the  trial  court,  and  in  the  absence  of  abuse  not  reviewable. 

191  Fed.  Bep.  172,  affirmed. 

[67  Lu  Bd.  107.»] 

[MonopoLT--*MAXfOTAOTTmR8  AND  Dbaudmh- Patentbd  DfevicB.—- Agree- 
ments'  embracing  85  per  cent  of  the  manufacturers  of,'  and  90  per 

•  SyllahuB  and  statements  of.  aiiguments  c(q;>yrlghted  1912,  1913,  by 
The^Banks  Law  Publishing  €k>mpaoy. 

^The  paragraphs  followiog,  in..brac]cetB  comprise*  the  syliabua  ot 
the  case  as  reported  in  volume  57,  page  197,  Lawyers*  Edition,  Bn-f 
preme  Court  Retorts.  8jyqabas<:opyvighted,  1912»  1913^  by  The  LAW- 
yers'  Co-operative  PubUshing  Company. 
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cent  of  the  Jobbers  In,  enameled  Ironware,  which,  In  addition  to  a 
proviBion  against  the  marlseting  of  "seconds,"  Intended  to  carry 
out  the  ostensible  object  of  the  agreements,  also  provide  for  regu- 
lating prices  through  the  instrumentality  of  a  price  and  schedule 
committee,  fix  preferential  discoonts,  confining  them  to  sales  to 
jobbers  only,  authorise  rebates  If  the  agreements  shall  be  faithfully 
observed,  and  fbrbid  all  sales  to  jobbers  not  in  the  combination, 
making  a  condition  of  their  entry  a  promise  not  to  resell  to 
plumbers  except  at  the  prices  determined  by  the  manufacturers, 
and  not  to  deal  in  the  products  of  manufacturers  not  in  the  com- 
bination—can not  escape  condemnation  under  the  Sherman  Anti- 
Trust  Act  of  July  2,  1890  (26  Stat  at  L.  200,  chap.  047,  U.  S.  Gomp. 
Stat.  1001,  p.  8200),  because  the  agreements  take  the  fbrm  of 
licenses  from  the  owner  of  a  patent  for  a  device  used  in  the  en- 
ameling process. 

[For  other  cases,  see  Monopoly,  20-28,  in  Digest  Sup.  Ot  1908.] 
Monopoly — Cobforation  Engaged  in  Interstate  Oommebce. — ^A  cor- 
poration manufacturing  its  product  in  New  Jersey,  and  buying  also 
ftom  other  mannfticturers  and  jobbers,  which  ships  from  there  to 
its  warehouses  in  Massachsuetts  and  New  Tork,  from  which  sales 
are  made  in  those  States  and  in  Connecticut,  is  engaged  in  inter- 
state commerce,  and  as  such  is  subject  to  the  prohibitions  of  the 
Sherman  Anti-Trust  Act  of  July  2,  1800,  against  restraints  of 
trade  and  monopolies. 

[For  other  cases,  see  Monopolies,  11,  b,  in  Digest  Sup.  Gt.  1906.] 
Monopoly — ^Manufactubees  ob  Dealebs — CuLPABiLrrY. — The  culpa- 
bility of  a  party  to  a  combination  of  manufacturers  and  jobbers 
which  accomplishes  a  restraint  of  trade  condemned  by  the  Sherman 
Anti-Trust  Act  of  July  2,  1890,  is  not  removed  because  it  was  re- 
stricted in  less  degree  than  the  other  jobbers,  enjoying  a  certain 
freedom  of  competition  to  meet  local  conditions. 

[For  other  cases,  see  Monopolies,  II,  b,  in  Digest  Sup.  Ot.  1908.] 
Appeal — Discbetion  Below — CoNTimiANCE  ob  Adjoubnment. — ^The 
trial  court  did  not  abuse  its  discretion  in  denying  a  motion  by  de- 
fendants in  a  civil  suit  brought  by  the  Government  under  the 
Sherman  Anti-Trust  Act  of  July  2,  1890,  for  an  enlargement  of 
time  to  take  testimony,  based  upon  the  ground  that  they  had  been 
prevented  by  the  action  of  the  Government  in  instituting  criminal 
proceedings  from  properly  presenting  their  defense,  in  that  the 
Government,  apprehending  that  the  witnesses  for  the  defense  were 
called  to  give  them  immunity  from  the  criminal  prosecation  then 
pending,  notified  them  that  if  they  testified  they  would  do  so  at 
their  peril,  as  inmranity  could  only  be  claimed  by  witnesses  for  the 
Government  whereupon,  on  the  advice  of  counsel,  they  refused  to 
testify,  leaving  the  defendants  without  the  benefit  of  the  evidence 
which  they  could  have  given. 

[For  other  cases»  see  Appeal  and  Brror,  Ym,  1^  2,  In  Dlkest  Bop. 
Co.  1908.] 
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Argument  for  AppeUantB. 

The  facts,  which  involve  the  legality  under  the  Sherman 
Anti-Trust  Act  of  July  2,  1890,  26  Stat  209,  c  647,  are 
stated  in  the  opinion. 

Mr.  Herbert  Nohle^  with  whom  lir.  Henry  Z>.  Estdbroohe 
and  Mr.  HartweU  P.  Heath  were  on  the  brief,  for  appel- 
lants other  than  Colwell  Lead  Company: 

[22]  The  gravamen  of  the  Government's  charge  is  that 
the  scheme  in  this  case  amounted  to  a  wicked  conspiracy 
to  circumvent  the  Sherman  Act  by  basing  it  on  a  patented 
invention  of  slight  or  no  importance  which  was  used  only 
as  a  subterfuge.  Whether  it  is  wicked  to  attempt  to  cir- 
cumvent the  Sherman  Act  depends  somewhat  upon  the 
meaning  of  the  Sherman  Act  as  well  as  the  meaning  of 
the  word  "circumvent."  Translated  literally,  according 
to  its  rhyme  and  not  its  reason,  the  Sherman  Act  is  a  blight 
upon  enterprise.  The  venom  of  anarchy  could  not  elabo- 
rate a  more  enervating,  paralyzing  proscription.  All  busi- 
ness would  be  under  the  ban  of  the  law;  with  the  result 
that  it  would  be  left  to  the  caprice  or  favor  of  the  Attorney 
General  to  give  immunity  to  favorites  or  punish  enemies. 
If  the  Sherman  Act  means  this,  then  we  make  bold  to  say 
that  it  is  the  righteous  duty  of  every  lawyer  to  circumvent 
the  Sherman  Act  if  it  can  be  accomplished. 

Where  a  man's  remedy  for  a  wrong  is  barred  at  law  he 
does  not  circumvent  the  law  if  he  resorts  to  equity.  If 
what  was  done  was  legal,  the  question  of  motive  is  clearly 
immaterial.  Diamond  Match  Co.  v.  Roeher^  106  N.  Y.  473 ; 
McCune  v.  Norwich  Gas  Co.y  30  Connecticut,  521;  Olendon 
Iron  Works  v.  Uhler^  15  Am.  Rep.  599;  20  Harvard  Law 
Rev.,  Nos.  4,  5,  and  6. 

Irrespective  of  patent  law  or  patent  rights,  the  acts  of 
the  defendants  did  not  in  any  reasonable  sense  create  a 
monopoly,  restrain  commerce,  limit  output,  nor  throttle 
competition,  nor  were  they  obnoxious  to  any  fair  reading 
of  the  Sherman  Act.  The  rule  of  possible  evil — ^that  the 
mere  power  to  do  evil  is  equivalent  to  the  actual  doing  of 
it  would  make  potential  bomb  throwers  of  everyone.  In 
the  very  nature  of  tilings  the  law  may  not  punidi  anyone 
for  the  wrong  he  might  do  if  he  were  so  disposed. 
96825*— VOL  4—17 40 
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Argument  for  Appellants. 

The  court  below  erred  in  not  decreeing  that  the  agree- 
ments entered  into  by  the  defendants  and  upon  which  the 
petition  is  based  were  lawful  under  the  patent  laws  of  the 
[88]  United  States  and  not  subject  to  the  provisions  of  the 
Sherman  Anti-Trust  Act. 

Similar  license  agreements  were  sustained  by  the  courts 
in  Rubber  Tire  Wheel  Co.  v.  Milwaukee  Rubber  Works  Co.^ 
154  Fed.  Bep.  858;  Indiana  Mfg.  Co.  v.  Case  Threshing 
Maoh.  Co.^  154  Fed.  Rep.  365;  Goshen  Rubber  Works  Co.  v. 
Single  Tube  Tire  Co.,  166  Fed.  Rep.  431;  Victor  Talking 
Maoh.  Co.  V.  The  FaAr,  123  Fed.  Rep.  424;  Heaton  Penin- 
sular Co.  V.  Eureka  Specialty  Co.y  77  Fed.  Rep.  294. 

The  provisions  in  the  license  agreements  as  to  prices  were 
intended  to  enable  the  licensees  to  make  a  reasonable  profit, 
so  that  they  would  be  able  to  maintain  and  improve  the 
quality  of  the  ware  and  pay  the  royalties  reserved.  The 
owner  of  a  patent  can  protect  his  invention  by  making 
agreements  controlling  the  product  of  the  use  of  his  in- 
ventidA,  and  which  admit  that  by  the  use  of  that  invention 
the  product  is  better  than  if  made  by  any  other  known 
method  of  manufacturing  the  product.  Henry  v.  A.  B. 
Dick  Co.,  224  U.  S.  1. 

The  constitutional  idea  of  a  time  monopoly  in  a  new 
coreation  is  profoundly  wise,  as  all  experience  has  demon- 
strated. The  right  to  withhold  the  use  of  an  invention 
necessarily  involves  a  right  to  attach  to  its  use  any  condi- 
tion however  arbitrary,  for  the  public  is  none  the  poorer  if 
the  invention  is  never  used,  whereas  it  may  be  benefited 
if  the  invention  is  brought  into  use  on  any  terms;  and  in 
any  event  the  monopoly  lapses  with  the  lapse  of  time,  or  is 
perhaps  made  valueless  by  a  newer  invention  inspired  by 
the  one  it  supersedes.  Cases  supra  and  Bloomer  v.  Mc- 
Quewanj  14  How.  639,  548;  United  States  v.  American 
BeU  Td.  Co.,  167  U.  S.  224;  V.  S.  Consol.  S.  R.  Co.  v. 
Oriifim,  &  SkeUey  Co.,  126  Fed.  Rep.  864;  Rupp  rf  Wittgen- 
feU  Co.  V.  EUioU,  181  Fed.  Rep.  780;  New  Jersey  Patent 
Co.  V.  Schaeffer^  159  Fed.  Rep.  171;  New  Jersey  Patent  Co. 
Y.  Schaeffer,  178  Fed.  Rq?.  276;  Fonotipia,  Ltd.,  v.  Bradley, 
171  Fe^.  Rep.  951;  National  Phonograph  Co.  v.  Sohlegel, 
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Argranient  for  Appellants. 
[24]  128  Fed.  Rep.  733;  Edison  Phonograph  Co.  v.  Pike, 
116  Fed.  Rep.  863;  Edison  Phonograph  Co.  v.  Kaufmann, 
106  Fed.  Rep.  960;  The  Fair  v.  Dover  Mfg.  Co.,  166  Fed. 
Rep.  117;  Commiercial  Acetylene  Co.  v.  Au/tolux  Co.,  181 
Fed.  Rep.  887;  ^oUan  Co.  v.  Juelg  Co.,  166  Fed.  Rep.  119; 
Crouon  Cork  Co.  v.  Brooklyn  BotHe  Stopper  Co.,  172  Fed. 
Rep.  226;  Crovm  Cork  Co.  v.  Standard  Brewery,  174  Fed. 
Rep.  252;  Crown  Cork  Co.  v.  Standard  Stopper  Co.,  186 
Fed.  Rep.  841;  Corteh/ou  v.  Lowe,  111  Fed.  Rep.  1006; 
Cortelyou  v.  Carter.  118  Fed.  Rep.  1022;  Cortelyou  v. 
Johnson,  188  Fed.  Rep.  110;  S.  C,  146  Fed.  Rep.  933; 
Broderiok  Copy  graph  Co.  v.  Roper,  124  Fed.  Rep.  1019; 
A.  B.  Dick  Co.  v.  Milwaukee  Co.,  168  Fed.  Rep.  930; 
Indiana  Mfg.  Co.  v.  Nichols  <&  Shepard  Co.,  190  Fed.  Rep. 
679;  Automatic  Pencil  Sharpener  Co.  v.  Ooldsmith  Bros., 
190  Fed.  Rep.  205;  Thomas  A.  Edison,  Inc.,  v.  Smith,  188 
Fed.  Rep.  925;  WdUham  Watch  Co.  v.  Keene,  191  Fed.  Rep. 
866;  FvUer  v.  Berger,  120  Fed.  Rep.  274;  Broderick  Copy- 
graph  Co.  V.  May  hew,  131  Fed.  Rep.  92;  affd.  137  Fed.  Rep. 
696. 

No  attack  is  or  could  be  made  upon  the  validity  of  the 
patents,  because  the  Arrott  patent  has  been  upheld  by  the 
courts.  Mott  Iron  Works  v.  Standard  Sanitary  Mfg.  Co., 
169  Fed.  Rep.  136. 

The  inventions  covered  by  the  patents  are  automatic  de- 
vices adapted  to  distribute  enamdiifg  powder  over  the  sur- 
face of  the  various  articles  of  sanitary  enameled  ironware 
while  at  a  very  high  temperature. 

Under  the  principle  of  the  Paper  Bag  Patent  case,  106 
U.  S.  766,  the  owner  of  the  letters  patent  here  might  have 
permitted  the  use  of  his  invention  for  the  purpose  of  manu- 
facturing sanitary  enameled  ironware  upon  condition  that 
it  should  not  be  sold  at  all,  and  consequently  that  it  might 
be  sold  upon  prescribed  conditions. 

The  court  below  erred  in  not  decreeing  that  the  agree- 
ments entered  into  by  the  defendants,  and  upon  which  the 
petition  is  based,  were  not  in  restraint  of  interstate  [26] 
trade  and  commerce  and  not  in  violation  of  the  Sherman 
Anti-Trust  Act,  and  that  the  use  of  the  patents  was  not  a 
subterfuge. 
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The  acts  alleged  in  the  petition  so  far  as  the  eTidenoe 
in  the  caae  tends  to  establish  them  do  not  violate  the  pro- 
visions of  the  Sherman  Act.  The  agreements  in  the  case 
at  bar  are  not  within  the  Sherman  Act.  United  States  v. 
WmslaWy  195  Fed.  Rep.  678,  592.  They  were  open  upon 
the  same  terms  to  all  who  chose  to  take  advantage  of  them. 
United  States  v.  Terminal  Association^  224  U.  S.  388,  398, 
410. 

They  were,  moreover,  based  upon  patents  which  created 
a  true  monopoly,  a  grant  from  the  sovereign — the  Consti- 
tution— ^so  that  to  hold  that  this  monopoly  was  violative  of 
the  Sherman  Act  would  be  judicial  legislation  and  an  attack 
upon  the  whole  patent  system.  Henry  v.  A.  B.  Dick  Co.^ 
224  U.  S.  16,  27,  35. 

The  Sherman  Act  and  the  patent  laws  were  passed  under 
separate  grants  of  constitutional  power  and  do  not  affect 
each  other.  Bement  v.  National  Harrow  Co.^  186  U.  S.  70, 
91 ;  Rubber  Tire  Wheel  Co.  v.  Milwaukee  R.  W.  Co.,  154  Fed. 
Bep.  358,  862. 

The  true  construction  of  the  Anti-trust  Act,  and  one 
not  in  conflict  with  any  of  the  decisions,  is  that  it  does  not 
condemn  a  fair  and  reasonable  attempt  to  avoid  loss  by 
means  of  trade  agreements  which  are  intended  to  prevent 
nothing  but  the  cutting  of  rates  below  the  reasonable  expense 
of  production  and  reasonable  profit  thereon;  nor  is  the 
monopolization  referred  to  simply  the  complete  occupation 
of  a  certain  field  if  that  occupation  may  be  fairly  accom- 
plished.   Fonotipiaj  Ltd.,  v.  Bradley,  171  Fed.  Bep.  951. 

The  legislative  history  of  the  act  and  its  construction  as 
declared  in  Standard  OH  Co.  v.  United  States,  221  U.  S.  1, 
58,  show  that  it  has  no  application  to  economic  agreements 
to  meet  market  demands.  The  agreements  in  the  [26]  case 
at  bar  are  not  within  the  Sherman  Act,  because  their  domi- 
nant purpose  was  to  promote  the  trade  of  the  parties,  and 
there  are  in  the  agreements  and  in  the  acts  under  them 
none  of  the  elements  pointed  out  in  the  Standard  OU  Case 
and  the  Tobacco  Case  as  objectionable,  such  as  enhancement 
of  prices;  limitation  of  output;  deterioration  of  quality;  or 
intimidation^  coerckm,  or  fiuud. 
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On  the  contrary,  in  these  agreements  and  acts  under 
them,  prices  were  not  enhanced,  there  was  no  limitation 
of  output,  there  was  a  great  improvement  in  quality,  and 
there  was  no  intimidation,  coercion,  or  fraud. 

For  other  cases  construing  the  act  see  United  States  y. 
Du  PorU  De  Nem&wrs  Co.,  188  Fed.  Rep.  127;  United  States 
y.  John  Reardon  dk  Sons,  191  Fed.  Rep.  454;  United  States 
V.  St.  Lome  Terminal  Assn.,  224  U.  S.  883. 

In  the  case  at  bar  all  manufacturers  were  offered,  and  any 
could  secure,  a  similar  license  agreement,  and  it  was  to  the 
pecimiary  and  selfish  interest  of  the  parties  interested  to 
grant  licenses  to  as  many  as  possible.  See  Mogul  S.  S.  Co.  v. 
UcOregoT,  28  0-  B.  D.  598,  A.  C.  [1892]  25. 

For  other  cases  holding  trade  agreements  not  to  be  ill^al 
under  the  Sherman  Act,  see  Hopkins  v.  United  States,  171 
U.  S.  578,  592;  Anderson  v.  United  States,  171  U.  S.  604; 
Fonotipia,  Ltd.,  v.  Bradley,  171  Fed,  Rep.  951,  969;  United 
States  V.  Knight  Co.,  156  U.  S.  1;  Bigelow  v.  Calumet  <6 
Heda  Co.,  167  Fed.  Rep.  721;  Camors-McConnsU  Co.  v. 
MeCowneU,  140  Fed.  R«p.  412  and  987;  Whitvyett  v.  Conti- 
nental TohoQCo  Co.,  125  Fed.  Rep.,  454;  Frame  v.  Ferreil, 
166  Fed.  Rep.  702;  Facket  Co.  v.  Bay,  200  U.  &  179;  FhH^ 
lips  V.  Cement  Works,  125  Fed.  Rep.  593;  S.  C,  certiorari 
denied,  192  U.  S.  606. 

In  this  case,  however,  the  Sherman  law  has  no  application. 
United  States  v.  Winslow,  supra;  Fire  E.  C.  Co.  v.  Hoisted, 
195  Fed.  Rep.  295. 

For  the  cases  in  which  it  has  been  held  that  a  violation  of 
the  Sherman  Act  is  no  defense  in  infringement  suits,  [27] 
see  Johns-Fratt  Co.  v.  Sachs  Co.,  176  Fed.  Rep.  788;  Otis 
Elevator  Co.  v.  Oeiger,  107  Fed.  Rep.  181 ;  National  Folding 
Box  Co.  V.  Robertson,  99  Fed.  Rep.  985;  Bonsack  Machine 
Co.  V.  Smith,  70  Ked.  Rep.  883;  Strait  v.  National  Harrow 
Co.,  51  Fed.  Rep.  819;  Brovm  Saddle  Co.  v.  Troxel,  90  Fed. 
Rep.  620;  Soda  Fountain  Co.  v.  Green,  69  Fed.  Rep.  833; 
Edison  El.  Light  Co.  v.  Sawyer-Man  Co.,  53  Fed.  Rep.  592; 
Columbia  Wire  Co.  v.  Freeman  Wire  Co.,  71  Fed.  Rep.  306. 

The  claims  made  by  the  Government  have  not  been  sus- 
tained and  the  authorities  relied  upon  by  it  can  be  distin- 
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guished.  The  license  agreements  are  entirely  beneficial  and 
have  harmed  no  one. 

The  court  below  erred  in  not  granting  the  motion  of  the 
defendants  for  an  enlargement  of  time  to  take  testimony 
and  that  the  hearing  of  the  case  be  postponed  until  the  tes- 
timony of  the  defendants  could  be  completed. 

A  motion  was  made  at  the  hearing  below  for  the  enlarge- 
ment of  the  time  of  the  defendants  to  complete  their  testi- 
mony on  the  ground  that  they  had  been  prevented,  by  the 
petitioner's  action  in  instituting  criminal  proceedings,  from 
properly  presenting  their  defense. 

In  view  of  the  warnings  against  the  individual  defendants 
testifying  as  witnesses,  and  of  the  necessity  of  standing 
trial  upon  these  indictments,  the  individual  defendants  were 
unwilling  to  voluntarily  appear  and  testify,  lest  by  so  doing 
they  should  furnish  the  Government  with  some  information 
which  might  be  used  against  them  upon  the  said  trial. 

No  matter  how  innocent  a  man  may  believe  himself  to  be^ 
or  may  be  advised  as  a  matter  of  law  that  he  is,  it  is  per- 
fectly proper  for  a  man  to  refuse  to  put  himself  in  a  posi- 
tion where  what  he  says  may  tend  to  incriminate  him  if  by 
a  reasonable  delay,  to  be  granted  by  a  court  of  equity,  he 
can  equally  well  protect  himself  and  his  property  at  a  some- 
what later  date  without  any  harm  to  the  public. 

[28]  Mr.  Robert  B.  Honeymany  with  whom  Mr.  A.  Parker 
Smith  was  on  the  brief,  for  the  Colwell  Lead  Company, 
appellant. 

Mr.  Edwin  P.  Orosvenor,  Special  Assistant  to  the  Attor- 
ney General,  with  whom  The  Attorney  General  was  on  the 
brief,  for  the  United  States:' 

This  case  presents  the  latest  contrivance  for  evading  the 
rules  prescribed  by  the  Sherman  Act  in  the  conduct  of 
interstate  commerce,  and  particularly  ^'the  rule  of  free 
competition  among  those  engaged  in  such  commerce.''  Mr. 
Justice  Harlan  in  the  Northern  Securities  Case^  193  U.  S. 
831.  Since  that  act  was  passed  in  1890  this  court  has  had 
occasion  to  consider  various  forms  of  combinations  and 
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monopolization.  The  earliest  form  was  that  of  an  unin- 
corporated association  with  a  constitution  and  by-laws  ac- 
complishing unlawful  restraints  condemned  in  the  Addystan 
Pipe  Case,  175  U.  S.  211;  Montague  v.  Lawry^  198  U.  S. 
38;  Trans-Missouri  Association  Case,  166  U.  S.  290;  and 
Joint  Traffic  Assopiation  CasCy  171  U.  S.  505.  Destruction 
of  competition  between  manufacturers  through  the  adoption 
of  a  common  selling  agency  given  the  form  of  a  State  cor- 
poration was  held  unlawful  in  the  Continental  WaU  Paper 
Case,  212  U.  S.  227.  The  holding  company  as  a  means  of 
suppressing  competition  whether  between  railroads  or  be- 
tween industrial  companies  received  the  same  judgment  in 
the  Northern  Securities  case,  supra,  and  in  the  Standard 
OH  Case,  221  U.  S.  1.    In  Miles  Medical  Co.  v.  Park  dk  Sons, 

220  U.  S.  873,  this  court  pronounced  imlawful  a  scheme  of 
so-called  agency  contracts  under  which  a  manufacturer  at- 
tempted to  establish  uniform  prices  on  all  sales  by  whole- 
salers and  retailers  of  proprietary  medicines  numufactured 
by  him.    In  the  case  against  the  Tobacco  Trust  it  was  held, 

221  U.  S.  106,  that  the  American  Tobacco  Company  and  five 
other  companies  organized  [29]  under  the  laws  of  New 
Jersey  were  unlawful  combinations,  among  other  reasons 
because  they  had  acquired  monopolistic  power  with  a  wrong- 
ful purpose  and  by  methods  inconsistent  with  a  natural 
and  normal  expansion  of  business.  In  United  States  v.  St. 
Louis  Terminal  Association,  224  U.  S.  383,  it  was  decided 
that  a  terminal  association  of  railroads  is  an  illegal  restraint 
so  long  as  it  does  not  act  as  the  impartial  agent  of  every  line 
which,  owing  to  geographic  conditions,  is  under  compulsion 
to  use  its  instrumentalities. 

The  case  at  bar  is  an  instance  of  an  attempt  to  conceal 
an  agreement  fixing  prices  and  interfering  with  competitors 
under  the  guise  of  a  legitimate  licensing  arrangement  for 
the  use  of  patent&  The  appellants  incorporated  the  un- 
lawful restraints  in  so-called  ^^  license  agreements,"  each 
corporation  defendant  entering  into  one  of  these  *^  license 
agreements  "  with  the  same  contracting  party,  to  whom  three 
patents  had  been  transferred  before  the  signing  of  the  con- 
tracts. 
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in  every  case  we  must  use  the  standard  of  reason  for 
the  purpose  of  determining  whether  or  not  an  act  or  alleged 
restraint  of  commerce  has  brought  about  the  harm  from 
which  the  Sherman  Anti-Trust  Act  is  intended  to  guard  the 
people.    Standard  Oil  Cage^  supra. 

If  the  acts  complained  of  have  caused  the  wrongs  which 
the  statute  forbade,  resort  to  reason  is  not  permissible  to 
allow  that  to  be  done  which  the  statute  prohibits.  It  mat- 
ters not  what  form  the  combination  may  take,  or  what  garb 
or  dress  it  may  put  on,  for  if  it  directly  restrain  commerce 
it  falls  within  the  operation  of  the  statute.  Standard  OH 
Oasey  p.  106;  Northern  Securities  CasSj  198  TJ.  S.,  197,  847. 

The  appellants  adopted  in  this  case  a  form  of  combina- 
tion different  from  any  heretofore  considered  by  this  court. 
But  it  is  the  form  alone  that  is  new.  Behind  the  grinning 
mask  of  the  ^license  agreement '^  is  the  common,  [30] 
vulgar  type  of  monopoly  which  many  times  has  been  con- 
demned by  this  court,  dangerous  alike  to  "  individual  liberty 
and  the  public  well-being."  American  Tobacco  Co.  Case, 
221  IT.  S.  188. 

Continental  WaU  Paper  Co.  v.  Voight,  212  XT.  S.  227, 
and  MUes  Medical  Co.  v.  Park,  220  U.  S.  873,  dispose  of 
this  case. 

In  the  first  case  the  element  of  combination  is  present 
which  is  absent  in  the  second.  In  each  case  the  contracts 
were  devised  with  the  object  of  controlling  the  resale  prices 
of  jobbers  and  of  eliminating  all  competition  between  job- 
bers as  to  prices.  The  two  cases  supplement  each  other, 
one  holding  that  manufacturers  can  not  combine  through  a 
selling  agency  and  the  other  that  a  manufacturer  can  not 
dictate  the  prices  on  all  sales  of  his  products  by  all  dealers 
at  wholesale  and  retail. 

All  combinations  obstructing  the  free  flow  of  interstate 
commerce  or  interfering  with  the  citizen's  right  to  engage 
in  commerce  or  suppressing  competition  in  commerce  are 
unlawful.    These  propositions  are  past  dispute. 

The  restraints  complained  of  by  the  Government  sub* 
stantially  and  directly  operate  upon  commerce  in  unpat- 
ented enameled  ware  and  only  indirectly  relate  to  the  use 
of  the  patented  article  or  dredger. 
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It  was  competituMi  in  commerce  in  unpatented  bathtubs 
wkich  appellants  destroyed,  and  npon  persons  engaged  in 
commerce  in  that  ware  they  imposed  their  unreasonable 
restraints. 

While  it  is  true  that  the  property  right  to  a  patented 
machine  may  pass  to  a  purchaser  with  no  right  of  use, 
or  with  only  the  right  to  use  in  a  specified  way  or  at  a 
specified  place  or  for  a  specified  purpose,  nevertheless  re- 
straints so  imposed  must  be  l^al  and  reasonable  conditions 
attached  to  the  use  of  the  patented  article.  They  can  not 
be  restrictions  inherently  violative  of  some  substantive  law. 
Henry  v.  Dick  Co.,  224  U.  S.  1, 24, 26. 

[81]  In  the  case  at  bar  the  restrictions  were  not  reasonable 
and  legal  conditions  attached  to  the  use  of  the  patented 
madiine,  for  they  restrained  trade  and  promoted  monopoM- 
zation  of  commerce  in  articles  not  patented.  Moreover,  the 
restrictions  were  not  attached  to  the  use  of  the  patented  tool, 
but  applied  to  acts  subsequent  to  the  use;  that  is,  to  what 
was  done  after  the  use  of  the  tool  embodying  the  invention. 
The  restraints  were  laid  upon  the  distribution  of  and  com- 
merce in  ware  in  the  making  of  which  the  tool  was  used. 

In  the  Dick  OaseySUfra^  the  restriction  provided  that  in 
the  use  of  the  mimeograph  the  only  paper  used  &ould  be 
paper  which  had  been  supplied  by  tiie  patentee.  Therefore 
t^e  condition  became  effective  at  the  time  of  use  of  the 
patented  article.  There  was  no  attempt  to  control  the  out- 
put of  the  mimeograph,  or  to  fix  the  priee  at  which  the  users 
of  the  mimeograph  should  sell  the  mimeographed  copies. 

Breach  of  the  conditions  in  the  Wayman  licenses  could 
occur  only  after  the  use  of  tlie  patMited  Arrott  dredger,  for 
those  conditions  applied  solely  to  acts  performed  after  the 
use.  Acts  in  interstate  commerce  subsequent  to  the  use  are 
not  related  to  the  use,  and  accordingly  conditions  attached 
to  those  subsequent  acts  do  not  qualify  the  use.  Therefore 
it  is  clear  that  sales  to  non-lioensed  jobbers  or  sales  at  prices 
different  from  the  established  prices  do  not  in  any  sense  con- 
stitute a  use  of  the  invention  in  a  ^  prohibited  way,"  but  are, 
in  fact,  violations  of  those  terms  of  the  contracts  which 
apply  to  the  disposition  of  non-patented  articles. 
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It  i8  immaterial  whether  or  not  the  patented  tool  is  i 
tial  in  producing  the  enamel  ware,  for  in  any  event  no  re- 
striction laid  upon  the  distribution  of  the  ware  in  conmieroe 
can  relate  back  so  as  to  qualify  even  remotely  the  use  of  that 
tool  during  the  manufacture  of  the  ware. 

[88]  The  license  agreement  sustained  by  the  Dick  de- 
cision created  no  monopoly  in  unpatented  things,  for  it 
left  the  whole  world  free  to  manufacture  and  sell  paper 
and  ink.  It  reserved  to  the  patentee  the  sole  right  to  sup- 
ply specified  unpatented  articles  to  specified  persons,  but 
it  did  not  prevent  any  other  persons  manufacturing  and 
distributing  those  unpatented  articles  generally  to  all  ex- 
cept to  those  who  had  bought  the  patented  mimeograph. 
It  gave  to  no  one  control  either  over  the  source  of  supply 
of  the  unpatented  articles  or  over  the  demand  tor  those 
articles,  except  in  respect  to  the  person  who  bought  the 
patented  mimeograph.  As  to  him  only  was  the  market 
curtailed  and  the  demand  controlled. 

On  the  other  hand,  in  the  case  at  bar  the  direct  object 
of  the  appellants  was  to  monopolize  commerce  in  articles 
unpatented  and  of  universal  use.  The  combination  directly 
affected  and  absolutely  controlled  every  phase  of  that  com- 
merce. It  not  only  dictated  the  prices  on  sales  from  the 
manufacturers  to  the  jobbers  and  every  term  and  condi- 
tion applicable  to  those  sales,  but  also  regulated  in  the  same 
detail  the  sales  of  the  jobbers  to  the  plumbers.  Moreover, 
every  restriction  contained  in  the  agreements  has  been  cruelly 
and  oppressively  enforced  and  maintained. 

The  patentee  who  grants  a  license  to  make  and  use  the 
patented  machine  has  no  control  by  virtue  of  his  patent 
over  the  article  made  with  the  help  of  the  patented  machine. 
KepUnger  v.  De  Tounffj  10  Wheat.  458;  MerrtU  v.  Teomans^ 
94  U.  S-  668. 

No  word  or  phrase  in  the  Sherman  Act  reveals  an  intent 
to  exempt  the  owners  of  patents  from  its  sweeping  pro- 
visions against  monopolistic  combinations.  Urdted  Shoe 
Machiner]/  Company  v.  La  ChappeUe^  99  N.  E.  Bep.  289. 

The  patent  laws  and  the  Sherman  law  are  not  conflict- 
ing, but  in  their  respective  domains  are  mutually  exclusive 
of  each  other. 
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[881  The  right  conferred  by  the  patent  laws  is  not  the 
right  to  make,  use,  and  Tend  the  thing  patented,  for  this  right 
exists  by  virtue  of  the  conunon  law  and  independently  Off 
the  patent  statutes;  this  right  to  make,  use,  and  sell  the 
patented  device  is  a  natural  right.  The  only  right  which 
the  letters  patent  grant  is  the  right  to  exclude  all  other 
persons  from  making,  using,  or  vending  the  thing  patented 
without  the  permission  of  the  patentee.  Bloomer  v.  Mc- 
Quewan,  14  How.  589,  648;  Patterson  v.  Kentucky,  »7  U.  S. 
501,  606. 

The  right  to  sell  a  patented  article  is  subject  to  the  police 
regulation  of  the  State.  Patterson  v.  Kentucky^  97  U.  S. 
501,  505;  Webber  v.  Virginiaj  103  U.  8.  844,  347;  In  re 
Brosnahan,  18  Fed.  Rep.  68, 165. 

In  the  cases  last  cited  the  exercise  of  the  police  power  of 
a  State  in  prohibiting  the  sale  of  patented  articles  was  held 
not  to  be  in  conflict  with  the  patent  laws  of  Congress.  If 
the  State  may  prohibit  altogether  the  sale  of  patented 
articles  because  of  injury  resulting  from  such  sale  to  its 
citizens,  it  follows  that  the  State  may  prohibit  the  sale  of 
patented  articles  pursuant  to  combinations  in  restraint  of 
intrastate  trade  and  commerce,  for  such  combinations  are 
equally  harmful  to  the  public.  In  the  one  case  the  State  is 
prohibiting  any  sale,  in  the  other  case  it  is  merely  regulat- 
ing the  sale  of  the  patented  article  in  so  far  as  it  declares 
that  no  such  sale  shall  be  made  under  any  unlawful  com- 
bination monopolizing  or  restraining  intrastate  commerce. 
In  either  case  the  State  is  exercising  its  police  power  to  pro- 
tect its  citizens;  neither  exercise  of  power  conflicts  with 
the  patent  laws.  The  reason  is  dear.  The  regulation  of 
the  State  is  being  applied  to  natural  rights  and  not  to 
patent  rights.  The  right  to  sell,  a  common-law  right,  is  de- 
nied by  the  State  in  the  one  case  and  regulated  in  the  other, 
the  State  acting  in  each  case  for  the  good  of  the  public. 

In  passing  the  so-called  anti-trust  statutes  Congress  and 
a  State  legislative  body  act  under  different  sources  [84] 
of  power,  but  in  each  case  the  exercise  of  the  power  arrives 
at  the  same  result,  namely,  prohibition  of  restraints  of  trade 
and  of  monopolies.  The  effect  of  the  State  act  and  of  the 
Sherman  Act  is  the  same;  that  is,  the  two  acts  relate  to. 
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and  operate  upon  the  same  subject  matter,  although  one 
is  enacted  under  the  police  power  of  the  State  and  the  other 
under  the  authority  of  Congress  to  regulate  interstate  com- 
merce. If  the  exercise  of  the  police  power  of  the  State 
does  not  encroach  upon  the  domain  of  the  patent  laws,  it 
can  not  in  reason  be  argued  that  to  include  within  the  op* 
eration  of  the  Sherman  Act  combinations  restraining  trade 
is  to  subtract  from  the  monopoly  of  the  patentee. 

Whether  appellants  were  entitled  to  further  time  for  the 
taking  of  testimony  was  a  matter  resting  in  the  discretion 
of  the  lower  court.  The  Sherman  Act  provides  four  reme- 
dies: A  crimmal  proceeding,  a  suit  in  equity,  forfeiture  of 
property,  and  an  action  in  treble  damages. 

The  wisdom  of  the  law  and  the  effect  of  rigid  enforce- 
ment are  not  matters  for  consideration  by  the  court,  but 
by  other  departments  of  the  Oovernment  Armour  Pack-- 
mff  Co.  V.  United  States,  209  U.  S.  56,  82. 

Mr.  Justice  McKenna  delivered  the  opinion  of  the  court 

Suit  by  the  Government  against  appellants  for  a  viola- 
tion by  them  of  the  act  of  July  2,  1890,  26  Stat.  209,  c.  647, 
commonly  known  as  the  Sherman  Anti-Trust  Act. 

A  decree  was  entered  in  favor  of  the  Government,  from 
which  appellants  (designated  herein  as  defendants)  have 
prosecuted  this  appeal.    191  Fed.  Rep.  172. 

There  are  sixteen  corporate  and  thirty-four  individual 
defendants,  the  latter,  with  the  exception  of  Bdwin  L.  Way- 
man,  being  the  officers,  presidents  or  secretaries,  of  the  com- 
paniea 

[86]  The  corporate  defendants  were  alleged  to  be  the 
manufacturers  of  enameled  iron  ware  in  various  places  in 
the  United  States,  manufacturifig  85  per  cent  of  such  ware 
and  engaged  in  interstate  commerce  in  such  ware  throughout 
the  United  States  and  with  foreign  countries  in  compe- 
tition with  one  another  and  with  certain  other  manufac- 
turers of  such  ware,  and  that  in  1909,  or  early  in  1910,  they 
entered  into  and  engaged  in  a  combination  and  conspiracy 
to  restrain  such  trade  and  commerce. 

The  defendants  denied  the  charges  against  them.  Way- 
man  doing  so  in  a  separate  answer.    The  Colwell  Lead 
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Company  denied  that  it  was  engaged  in  interstate  oom- 
meroe. 

A  great  deal  of  testimony  was  taken  and  the  ease  quite 
elaborately  argued,  but  in  the  view  we  take  of  it  it  is  in 
comparatively  narrow  compass,  depending  upon  the  appli- 
cation of  well-settled  principles. 

The  corporate  defendants  are  manufiicturers  of  sanitary 
enameled  iron  ware,  such  as  bath  tubs,  wash  bowls,  drinking 
fountains,  sinks,  closets,  etc.  The  enameling  consists  in 
applying  opaque  white  glass  to  iron  utensils,  first  in  the 
condition  of  a  liquid  and,  second,  in  the  fcHin  of  a  powder. 
The  process  consists  in  heating  the  utensil  to  a  red  heat  and 
then  sifting  upon  it  the  enameling  powder.  The  powder 
is  fused  by  the  high  temperature  and  forms  on  the  utensil  a 
hard,  impenetrable,  insoluble,  smooth,  and  glossy  surface. 

Prior  to  the  invention  of  James  W.  Arrott,  jr^  covered 
by  lettors-patent  issued  September  26,  1899,  the  enameling 
powder  was  applied  by  a  sieve  attached  to  a  long  handle 
which  was  held  by  the  workman  with  one  hand  and  the 
sieve  made  to  vibrate  by  the  workman  striking  the  handle 
with  his  other  hand,  thereby  sifting  the  powder  over  the 
surface  of  the  ironware.  The  implem«Qt  was  an  imperfect 
one,  not  easily  handled,  and  by  its  use  the  workmen  were 
subjected  to  intense  heat  and  physical  strain.  The  186J 
flow  of  the  powder  beside  was  not  continuous;  it  was  cast 
upcm  the  metal  in  intermittent  pulSs,  causing  in  many  in- 
stances an  unequal  distribution  of  the  powder  and  produc- 
ing defective  articles  which  either  had  to  be  thrown  away 
or  sold  as  ^^seccmds."  With  Arrott's  invention  these  evil 
results  are  lessened  or  disappear.  The  sieve  is  mechanically 
vibrated  very  rapidly,  causing,  instead  of  an  intermittent 
flow  of  the  powder  as  in  the  hand  process,  a  practically  con- 
tinuous flow.  Both  hands  of  the  workman  may  be  used  to 
guide  and  direct  the  sieve.  The  advantages  of  the  instru- 
ment over  the  hand  process  are  decided.  It  is  more  efficient 
and  more  economical.  It  makes  a  better  article  and  in  less 
time.  There  is  no  waste  in  defects  or  ^^  seconds."  The 
workman  is  relieved  to  some  esctent  from  ^  fierce  heat  con- 
ditions," to  quote  from  the  answers. 
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At  the  time  of  the  contracts  which  are  attacked  by  the 
Government  the  Standard  Sanitary  Manufacturing  (Com- 
pany was  the  owner  of  the  patent  and  manufacturer  of  50 
per  cent  of  the  ware,  and  used  in  its  production  the  pat- 
ented device.  Some  of  the  other  manufacturers  were  in- 
fringing and  controversies  existed.  Some  yielded  to  its  va- 
lidity, others  contested  it.  It  was  sustained  by  the  (»nrts  in 
several  cases. 

We  have  gone  through  this  detail  to  exhibit  the  condi- 
tions, as  asserted  by  defendants,  which  confronted  them 
and  induced  their  contracts.  In  further  display  of  it  we 
quote  Wayman's  answer  as  follows: 

^*  For  the  reasons  stated,  the  art  was  in  a  very  unsatis- 
factory condition.  No  means  had  be^i  discovered  of  accom- 
plishing the  result  produced  by  the  use  of  the  Arrott  inven- 
tion without  laying  the  user  of  such  means  open  to  a  suit 
for  infringement  by  the  owner  of  the  Arrott  patent  The 
manufacturers  using  the  process  in  use  prior  to  Arrott's 
invention  were  unable  to  successfully  compete  with  those 
using  the  Arrott  invention,  and,  moreover,  produced  a  [87] 
disproportionate  number  of  defective,  unsightly  and  sub- 
stantially unsaleable  articles.  The  consumer  was  deceived 
and  defrauded  and  the  use  of  sanitary  enameled  iron  ware 
lessened  and  its  reputation  depreciated  by  defective  articles 
being  palmed  ofF  on  the  consumer  as  not  defective." 

On  the  situation  thus  asserted  to  exist  the  defendants 
build  their  defense,  contending  that  Wayman  saw  its  evils 
and  conceived  the  way  to  correct  them;  and  insist  that  the 
following  facts  are  established  by  the  evidence:  Wayman 
was  familiar,  through  his  connection  with  another  enamel- 
ing company  called  the  Seamless  Steel  Bath  Tub  Company, 
with  the  enamd-ware  trade  and  had  become  convinced  of 
the  advantages,  indeed,  necessity,  of  the  use  of  the  Arrott 
invention.  He  tried  to  secure  it,  but  the  Standard  Com- 
pany seemed  unwilling  at  that  time  to  confer  its  utility 
upon  other  companies,  and  pending  the  negotiations  the 
Seamless  Company  failed  and  Wayman  turned  to  othei* 
plans,  one  of  which  resulted  in  the  contracts  under  review. 

As  early  as  1908,  impressed  with  the  importance  of  thie 
Arrott  patent,  he  endeavored  to  have  the  Standard  Com- 
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pany  grant  licenses  to  other  companies  in  order  to  improve 
trade  conditions,  and  to  this  end  he  tried  to  interest  other 
gentlemen  in  the  project.  The  Standard  Company  was 
unwilling  to  grant,  and  other  manufacturers  were  equally 
disinclined  to  accept  them.  He  then  conceived  the  idea  of 
a  holding  company,  but  this  failed  also,  the  Standard  still 
being  unyielding,  stating  by  one  of  its  officers  that  "his 
company  was  unwilling  either  to  seU  the  Arrott  patent  or 
to  enter  into  any  arrangement  which  would  lessen  the  ad- 
vantage which  it  had  by  reason  of  the  ownership  of  the 
Arrott  patent.''    The  plan  was,  therefore,  abandoned. 

In  August,  1909  (we  are  still  following  the  version  of 
the  testimony  given  by  counsel  for  defendants),  it  was 
suggested  to  Wayman  by  a  person  connected  with  one  [88] 
of  the  manufacturing  companies  that  he  (Wayman)  apply 
for  the  position  of  secretary  of  the  Association  of  Sanitary 
Enameled  Ware  Manufacturers  which  was  about  to  be  re- 
organized. The  position,  it  was  said,  would  give  Wayman 
an  excellent  opportunity  to  continue  his  efforts  to  buy  the 
Arrott  patent  and  establish  such  relation  with  the  manu- 
facturers of  enameled  ware  as  would  enable  him  to  present 
in  the  most  favorable  manner  his  ideas  in  regard  to  the 
advantages  of  patent  licenses  under  the  Arrott  patent. 
This  association  was  a  pure  trade  organization  and  not 
formed  to  control  or  regulate  prices.  Wayman  applied  for 
and  obtained  the  position  and  commenced  again  negotiations 
fpr  the  Arrott  patent  and  persisted,  against  the  apparent 
reluctance  of  the  Standard  Company  to  give  up  the  ad- 
vantages of  the  patent  Finally  he  impressed  the  manager 
of  the  Standard  factories  with  the  greater  advantages  which 
would  come  to  his  company  by  the  elimination  of  "  seconds  " 
and  removing  them  as  competitors  of  the  better  articles  of 
the  Standard,  confining  the  competition  to  such  articles  of 
which  the  Standard  produced  50  per  cent.  The  manager 
of  the  Standard  and  that  company  yielded  to  the  represen- 
tation of  these  advantages. 

These  advantages  are  dwelt  on  and  made  much  of  by 
counsel  and  they  quote  testimony  to  display  their  extent. 
"Seconds,"  as  we  have  said,  were  articles  of  inferior  or 
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defectiTe  manufacture,  and  as  tibeir  inferiority  ivas  not 
apparttit  they  oould  be  represented  and  sold  as  of  standard 
quality.  Such  deoepti<m,  it  is  asserted,  was  frequently 
practiced,  and  the  articles  turning  out  defective  discredited 
enamel  ware,  gave  it  a  bad  reputation,  and  there  was  a  grow- 
ing difficulty  to  maintain  or  extend  its  sale.  With  ^^  sec- 
onds "  out  of  the  way,  it  may  be  conceded,  as  it  is  contended, 
that  only  honest  articles  were  available  to  pliunbers,  job- 
bers,  and  builders. 

The  Standard  C<»npany  fixed  a  price  upon  the  Arrott 
patent  and  gave  Wayman  an  option  upon  it  He,  in  the 
[39]  following  December,  secured  also  an  option  from  the 
J.  L.  Mott  Iron  Works  upon  a  patent  called  the  Dithridge, 
and  from  the  L.  Wolff  Manufacturing  Company  an  option 
upon  the  Lindsay  patent.  These  patents  were  infringe- 
ments of  the  Arrott  device.  Thus  equipped,  Wayman  pro- 
ceeded to  engage  the  manufacturers  in  his  proposition. 

This  summary  of  the  situation  counsel  have  supplemented 
by  a  declaration  of  motives.  Counsel  say  that  Wayman  and 
the  manufacturers  were  advised  by  able  and  competent  law- 
yers of  the  legality  of  their  plan.  "Wayman's  motive,'' 
it  is  asserted,  ^'was  to  make  money  for  himself,  not  as  a 
manufacturer  but  as  the  owner  of  a  patent,  receiving  royal- 
ties from  those  whom  he  licensed  to  use  his  patented  in- 
vention." The  form  of  his  license,  it  is  further  asserted, 
followed  the  precedents  and  was  based  on  that  principle 
of  the  patent  law  which  gives  to  the  owner  of  an  invention 
the  power  to  grant  to  others  its  use  or  to  withhold  it,  or  to 
grant  it  upon  such  terms  as  he  may  choose  to  impose.  Such 
being  his  motive  and  such  being  his  right,  he,  it  is  contended, 
negotiated  with  and  contracted  with  the  manufacturers  of 
enameled  ware.  And  their  motives  also  are  attempted  to  be 
justified,  though  the  necessity  for  doing  so  is  disclaimed. 

Wayman's  right,  it  seems  to  be  contended,  is  all  sufficient, 
and  that  the  manufacturers  only  paid  the  price  that  he  could 
legally  demand.  As  the  demand  was  legal,  it  is  argued, 
the  payment  of  the  price  could  not  be  illegal.  But  the  Gov- 
ernment asserts  subterfuge,  illegal  purpose  liveried  in  legal 
forms  to  give  color  of  right  to  illegal  practices. 
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The  charge  challenges  consideration  of  the  rdation  be- 
tween that  which  the  manufacturers  engaged  to  do  and 
the  protection  of  the  exclusive  right  attached  to  the  in- 
vention. Upon  such  consideration  how  far  ihe  licenses 
transcend  such  right  and  violate  the  Sherman  Law  we  can 
then  determine.  And  we  shall  keep  in  mind  and  apply 
[40]  the  principle  expressed  in  Bement  v.  National  Harrow 
Company^  186  U.  S.  70,  92,  that  the  Sherman  Law  "  clearly 
does  not  refer  to  that  kind  of  a  restraint  of  interstate  com- 
merce which  may  arise  from  reasonable  and  legal  condi- 
tions imposed  upon  the  assignee  or  licensee  of  a  patent  by 
the  owner  thereof,  restricting  the  terms  upon  which  the 
article  may  be  used  and  the  price  to  be  demanded  therefor. 
Such  a  construction  of  the  act,  we  have  no  doubt,  was  never 
contemplated  by  its  framers." 

In  our  inquiry  we  shall  accept  arguendo  the  statement 
of  defendants  of  their  inducement  and  purpose.  We  say 
^^  arguendo  ^^  because  the  asserted  inducement  and  purpose 
are  denied  by  the  Government,  it  contending,  as  we  have 
seen,  that  the  Arrott  patent  was  but  a  pretense  and  that  the 
agreements  were  put  in  the  form  of  licenses  of  it  to  at  once 
accomplish  and  palliate  evasions  of  the  law.  The  fact  be- 
ing in  controversy,  we  place  our  consideration  and  decision 
on  other  elements.  In  other  words,  we  will  consider  the  case 
from  the  standpoint  of  defendants'  view  of  the  situation, 
with  comments  as  we  proceed  as  to  what  they  did  to  meet 
it  and  how  far  what  they  did  accorded  with  or  transgressed 
the  law. 

The  contention  of  the  defendants  then  is  that  the  Standard 
Company's  position  and  power  as  owner  of  the  patent,  and 
Wayman's  were  identical.  What  it  could  have  done,  it  is 
contended,  he  could  do,  and  its  relation  to  the  trade  and  the 
relation  of  other  manufacturers  to  the  trade  clearly  demon- 
strate, it  is  further  contended,  that  as  that  company  could 
have  made  the  contracts,  Wayman  could  do  so. 

To  support  the  contention  defendants  represent  the  Stand- 
ard as  the  dominant  (it  produced  50%  of  the  articles) 
and  the  only  honest  manufacturer  pointing  out  to  other 
manufacturers  the  worthlessness  of  their  output,  they  npt 
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haying  tbe  Arrott  patent ;  also  the  dishonesty  of  dieir  oa^nt^ 
they  putting  out  "seconds,**  the  inferiority  [41]  of  which 
was  "discemable  only  by  experts'' — thereby  defrauding  the 
public,  "  discrediting  the  ware  and  demoralizing  the  market 
and  business.**  To  avert  these  evil  results,  it  is  represented 
that  the  Standard  was  willing  to  forego  the  advantages 
which  its  ownership  of  the  Arrott  patent  gave  it  and  confer 
them  upon  the  other  manufacturers.  But  upon  terms. 
"  First  and  foremost  **  it  was  to  be  agreed  that  no  "  seconds  " 
should  be  marketed.  In  the  second  place,  a  standard  price 
must  be  agreed  to  so  that  henceforth  rivalry  should  be  "  in 
the  quality  of  the  ware  turned  out  at  a  uniform  price  or  in 
any  other  collateral  inducement  to  the  purchaser'*  that 
would  not  "affect  the  quality  of  the  ware."  Wayman's 
agency  and  office,  it  is  represented,  was  that  of  "  watching 
all  parties  and  insuring  their  fidelity  to  the  agreement  by 
the  payment  of  a  royalty  for  the  use  of  the  invention."  And 
this,  it  is  said,  is  "  all  there  is  in  substance  or  principle  to  the 
case  at  bar,  except  that  Mr.  Wayman,  instead  of  the  Stand- 
ard Company,  was  the  originator  of  the  scheme  and  that  he 
persuaded  his  co-defendants  to  enter  into  it." 

But  the  scheme  has  other  features  and  effects  which 
counsel  overlook  or  ignore.  It  is  immediately  open  to  the 
criticism  that  its  parts  have  no  natural  or  necessary  relation. 
What  relation  has  the  fixing  of  a  price  of  the  ware  to  the 
production  of  "  seconds "  ?  If  the  articles  were  made  per- 
fect their  price  in  compensation  of  them  and  by  unfettered 
competition  would  adjust  itself.  To  say  otherwise  would  be 
in  defiance  of  the  examples  of  the  trading  and  industrial 
world.  Nor  was  a  combination  of  mfinuf acturers  necessary 
to  the  perfection  of  manufacture  and  to  rivalry  in  its  quality. 
And  it  may  be  asked  if  such  perfection  and  its  protecting 
influence  against  deception  and  the  ruinous  depression  of 
prices  were  so  desirable  and  potent  as  it  is  contended  that 
they  wene,  why  were  th^  not  extended  to  "  baths,"  the  most 
important  of  the  articles  in  the  trade  t  It  is  not  an  adequate 
answer  to  say  that  [42]  there  was  a.  time  guarantee  of  tiiem 
even  though  it  was  given  to  all  of  them,  as  it  was  not.  The 
justification  of  defendants  is  based  not  on  the  responsibility 
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of  ma&ulaetures  but  on  the  integrity  of  the  artideB  aasdred 
by  the  use  of  the  Arrott  device. 

It  is  the  foundation  of  defendants'  argument  that  to 
make  the  use  of  that  device  universal  was  the  prompting 
of  Wayman's  energies  to  unite  the  manufacturers  and  to 
remove  the  evils  which  beset  the  trade  and  which  were 
^^discrediting  the  ware  and  demoralizing  the  market  and 
business."  It  was  the  representation  of  the  advantage, 
we  are  told,  of  such  residts  that  hrcke  down  the  resolu- 
tion of  the  Standard  Company  not  to  share  the  use  of  the 
device  with  other  manufacturers.  But  granting  that  there 
was  provision  or  security  against  the  production  of  '^sec- 
onds" in  all  of  the  articles,  it  seems  from  what  we  have 
said  above  that  all  of  the  substantial  good  which  is  asserted 
to  have  been  the  object  of  the  agreements  could  have  been 
attained  by  a  simple  sale  of  the  right  to  use  the  Arrott 
patent,  conceding  to  it  the  dominant  effect  which  is  attrib- 
uted to  it  Nor  is  the  justifioataon  of  defendants  made  more 
adequate  by  the  representation  tbut  ^^  Wayman's  motive  was 
to  make  money  for  himself,  not  as  a  manufacturer  but  as 
the  owner  of  the  patent,  receiving  royalties  from  those 
whom  he  licensed  to  use  his  patented  invention."  Wayman 
testified  to  another  motive.  By  fixing  prices  '^he  hoped," 
he  said,  ^^  as  one  of  the  features  of  the  license  agreements, 
to  enable  the  companies  to  abolish  ruinous  competition" 
and  to  get  a  ^^  revenue  for  each  of  the  companies  to  enable 
them  to  make  a  reasonable  profit." 

But  motives  and  inducements  may  not  be  easily  esti- 
mated, and  we  will  pass  to  a  consideration  of  the  agree- 
ments. On  March  30,  1910,  the  Manufacturers'  Associa- 
ticm  passed  a  resolution,  and' a  committee  of  five  was  con- 
stituted, to  be  known  as  the  price  and  schedule  com-  [43] 
mittee,  to  which  the  license  agreements  and  resale  agree- 
ments should  be  referred.  This  committee  was  to  inter- 
view the  various  manufacturers  and  obtain  their  consent 
to  the  agreements  which  were  to  become  effective  ^when 
the  consent  of  83  per  cent  of  the  production"  was  had. 
The  signatory  manufacturers  agreed  to  ^  give  their  prcmipt 
co-operation  to  the  matter  in  question." 
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At  the  same  time  the  following  resolntion  was  passed: 
"  Whereas,  a  proposition  is  pending  for  a  license  agreement  and  a 

resale  price  for  the  benefit  of  the  Jobbing  trade,  and 
"  Whereas,  long-term  contracts  are  a  menace  to  said  proposition, 
"We,  the  undersigned,  manufacturers  of  enameled  ware,  hereby 

agree  to  take  no  orders  for  delivery  beyond  May  81,  1910. 
"  This  agreement  is  not  binding  upon  the  signers  unless  all  members 

of  the  Enameled  Ware  Manufacturers*  Association  are  parties  thereto 

and  append  their  signatures. 
**The  within  is  agreed  to." 

At  the  same  meeting  a  memorandum  of  agreement  was 
proposed  which  was  to  be  executed  with  Wayman  as  licensor 
of  various  patents  covering  pneumatic  dredgers.  The  agree- 
ment covered  selling  schedules  of  the  ware  and  provided  for 
the  royalties  to  be  paid;  the  selling  price  to  the  jobbers  to 
be  established  by  the  licensor  through  a  committee  appointed 
by  the  various  manufacturers.  It  provided  penalties  for  the 
violation  of  the  price  regulations,  and  preferential  discounts 
(discounts  allowed  to  certain  manufacturers),  from  the  sell- 
ing prices.  Such  discounts  were  to  be  allowed  on  sales  to 
jobbers  only. 

Such  details  as  might  ^^  be  necessary  for  the  perfection  of 
the  arrangement"  were  reserved  for  the  neid;  meeting  of 
manufacturers.  After  this  meeting  a  circular  letter  was  sent 
by  Wayman  to  all  manufacturers  apprising  them  of  what 
had  transpired,  the  attention  that  had  been  [44]  given  the 
subject,  and  informing  them  that  ^'  the  final  license  agree- 
ment papers "  would  be  executed  at  the  next  meeting  to  be 
held  in  May. 

The  license  agreement  was  subsequently  executed.  It 
granted  to  the  licensee  the  right  to  use  in  the  manufacture 
of  enameled  ware  the  Arrott  patent,  also  a  patent  to  E. 
Di<liridge  for  a  pneumatic  sieve  and  a  patent  to  William 
Lindsay  for  an  '^Enameling  powder  distributor."  It  re- 
leased the  claims  for  past  infringement  so  long  as  the  licen- 
sees operated  under  the  license.  It  fixed  royalties  of  $6.00 
per  day  for  each  furnace,  subject  to  a  diminution  of  like 
amount  for  furnaces  shut  down  for  more  than  six  consecu- 
tive working  days.  It  fixed  preferential  discounts  from  the 
regular  selling  prices,  confining  them  only  to  sales  by  the 
manufactuzers  to  jobbera    And  it  was  provided  that  no 
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goods  manufactured  under  the  license  should  be  sold  unless 
they  bore  a  registered  label  (except  where  otherwise  speci- 
fied) owned  by  the  licensee  and  in  addition  thereto  a  license 
tag  or  label  approved  by  the  licensee  placed  in  a  visible  posi- 
tion thereon. 
The  provision  for  prices  was  as  follows: 

'*The  Licensor  agrees  that  he  will  employ  a  commission  of  six  (6) 
persons,  of  which  he  is  to  be  one  and  to  act  as  chairman  thereof, 
five  of  whom  shaU  be  designated  by  a  majority  of  the  parties  holding 
Ucenses  similar  to  this  license,  which  commissions  sbaU  have  super- 
vision of  aU  the  relations  and  transactions  between  the  parties  hereto 
under  this  agreement,  but  it  is  understood  that  where  a  member  of 
said  commission,  or  his  company,  shall  be  directly  interested  in  any 
question  of  a  violation  of  the  license  to  be  decided  by  the  said  com- 
mission, said  member  shaU  be  disqualified  and  a  temporary  member 
shaU  be  appointed  in  his  place  by  the  remaining  members  of  the 
commission, 

"All  terms  and  conditions  relative  to  prices  and  discounts  now 
established  by  the  Licensor  and  set  forth  in  [46]  the  annexed 
schedules  and  made  a  part  hereof,  shall  remain  in  force  and  effect 
until  other  terms,  conditions,  and  preferential  discounts  are  substi- 
tuted therefor  by  the  Licensor,  which  substitution  can  only  be  made 
by  him  with  the  approval  of  a  majority  of  the  members  of  the  com- 
mission, hereinbefore  prescribed.  Notice  of  such  changes  and  substi- 
tutions shall  be  given  from  time  to  time  in  writing  by  the  Licensor 
to  the  Licensees.  The  Licensee  covenants  to  adhere  to  and  main- 
tain such  terms,  conditions,  regulations,  prices  and  preferential  dis- 
counts as:  may  be  established  by  the  Licensor,  from  time  to  time, 
and  the  Licenaee  further  agree*  to  %eU  no  '  teoondg '  or  *B$*  covered 
hy  SchediOet  4,  4i,  5,  and  6:*     (Italics  ours.) 

The  restrictions  as  to  prices  at  which  the  goods  were  to 
be  sold  did  not  apply  to  those  sold  and  exported  to  foreign 
countries.  Such  sales  were  required,  however,  to  be  proved 
to  the  licensor. 

There  was  a  provision  for  the  return  of  80  per  cent  of  the 
royalties  paid  if  the  agreemait  should  be  complied  with. 
These  royalties,  called  in  the  agreement  ^^  Boyally  Rebates,'^ 
were  forfeited  if  the  provisions  of  the  agreement  should  be 
violated  in  any  particular. 

The  foregoing  constitute  the  essential  provisions  of  the 
manufacturers'  agreements  and  it  will  be  observed  what 
little  space  is  given  to  ^'seconds,"  though  it  is  asserted  in 
the  aignment,  as  we  have  seen^  that  to  get  rid  of  the  evils 
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of  their  production  and  sale  was  the  duef  inapulse  to  the 
agieementsL  The  covenant  as  to  ^seeonds"  waa  expressed 
by  the  wrards  which  we  have  italicised  in  the  provision  re- 
lating to  prices  and  discounts  quoted  above.  The  schedules 
referred  to  are  found  in  the  paragraph  providing  for 
preferential  discounts  and  cover  all  articles  but  baths, 
these  being  described  in  schedules  1,  2,  and  3. 

There  was  also  a  jobber's  license  agreement  that  bore 
at  the  top  the  note  that  it  >^  must  be  executed  by  the  pur- 
chaser in  order  to  purchase  licensed  sanitary  enamded 
[46]  ware.**  It  conveyed  to  the  jobber  the  right  to  buy 
and  sell  such  ware,  provided  for  certain  discounts  and  de- 
tails as  to  shipments  and  deliveries,  and  that  the  sales  were 
to  be  made  ^^  by  the  purchasers  at  prices  to  be  established 
and  prevailing  in  the  various  zones  into  which  the  goods 
were  shipped,  regardless  of  the  point  of  purchase."  There 
was  a  provision  for  the  payment  of  the  purchase  price  at 
certain  rebate  periods  if  the  agreement  should  be  complied 
with.  The  resale  prices  as  established  from  time  to  time 
were  required  to  be  maintained  by  all  jobbers  and  dealers, 
and  sales  could  not  be  made  from  one  jobber  to  another 
for  any  better  prices  than  ^  established  by  the  sheets,"  and 
the  purchaser  agreed  to  ^^  observe  and  strictly  maintain 
*  *  *  the  selling  prices  as  they  are  set  forth  in  the 
schedules  and  observe  and  adhere  to  the  rules  and  regula- 
tions as  embodied  in  the  price  sheets  "  or  embodied  in  price 
sheets  which  might  be  issued  by  or  under  the  authority 
of  the  licensor.  Articles  might  be  added  to  or  removed 
from  the  schedules  at  any  time.  The  purchaser  also  agreed 
during  the  life  of  the  contract  not  to  purchase,  sell,  adver- 
tisej  or  solicit  orders  for,  or  in  any  way  handle  or  deal  in, 
sanitary  enameled  iron  ware  of  any  manufacturer  not 
licensed  under  the  letters-patent  enumerated  in  the  agree- 
ment, except  with  the  express  written  permission  of  the 
licensor.  A  breach  of  any  of  the  conditicms  subjected  the 
contract  and  all  unfilled  orders  to  conoellation,  die  for- 
feiture of  rebates  and  the  power  to  obtain  the  ware  manu- 
factured under  the  letters-patent  from  any  of  the  licensed 
manufacturera  The  purchaser  further  agreed  not  to  sell 
aay  goods  on  hand  maauf  aetued  is  aecovdanoe  with  the 
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patents,  ircespectiTe  of  by  whom  manufactured,  except  in 
aocordajQce  with  the  prices,  conditions  and  legulationa  ci 
sale  established  by  the  licensor. 

The  price  list  contained  a  notice  to  the  jobbers'  salesmen 
that  the  agreements  executed  by  their  companies  [47]  re- 
quired them  to  resell  the  various  licensed  products  at  na 
better  prices,  terms,  or  otitier  regulations  than  therein  es* 
biblished.  And  further,  as  changes,  additions,  and  elimina- 
tion&  occurred,  new  sheets  would  be  issued  pnmiptly. 

These  are  the  main  outlines  of  the  agreeoients,  and,  as 
emphijsizing  them,  Wayman  directed  the  manufacturers  at 
the  time  they  sent  out  the  jobbers'  agreements  to  also  send 
with  them  a  letter  containing  the  following:  ^^  It  is  necessary 
for  you  [the  jobbers]  to  execute  these  contracts  before  w^ 
[the  manufacturers]  can  sell  you  licensed  sanitary  enameled 
ware."  This  provision  was  enforced,  as  indicated  by  letters 
in  the  record.  It  was  also  the. condition  expressed  by  Way* 
man  in  his  correspondence  with  other  manufacturers  whom 
he  tried  to  induce  to  accept  licenses  and  become  parties  to  the 
agreements.  In  a  letter  to  a  jobber  Wayman  expressed  the. 
hope  that  the  jobber  could  see  his  way  clear  to  execute  the 
agreement,  as  it  covered  ^^  a  matter  entirely  for  the  jobbers' 
benefit."  He  further  stated,  "  The  Cedar  Bapids  Pump 
Company  of  your  city  have  executed  the  agreement,  and  I 
hope  you  will  co-operate  immediately  with  your  local  com.- 
petitors,  which  will  be  much  more  advantageous  than  a 
continuous  cut  market." 

In  this  statement  certain  things  are  prominent.  Before 
the  agreements  the  manufacturers  of  enameled  ware  were 
independent  and  competitive.  By  the  agreements  they 
were  combined,  subjected  themselves  to  certain  rules  and 
regulations,  among  others  not  to  sell  their  product  to  the 
jobbers  except  at  a  price  fixed  not  by  trade  and  competitive 
conditions,  but  by  the  decision  of  the  committee  of  six  of 
their  number,  and  zones  of  sales  were  created.  And  the 
jobbers  were  brought  into  the  combination  and  made  its 
subjection  complete  and  its  purpose  successful.  Unless  they 
entered  the  combination  they  could  obtain  no  enameled  ware 
from  any  manufacturer  who  was  in  the  combination,  and 
the  condition  of  entry  [48]  was  not  to  resell  to  plumbers 
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except  at  the  prices  determined  by  the  manufacturers.  The 
trade  was,  therefore,  practically  controlled  from  producer 
to  consumer,  and  the  potency  of  the  scheme  was  established 
by  the  oo-operation  of  85  per  cent  of  the  manufacturers  and 
their  fidelity  to  it  was  secured  not  only  by  trade  advantages, 
but  by  what  was  practically  a  pecuniary  penalty,  not  inaptly 
termed  in  the  argument  ^  cadi  baiL"  The  royalty  for  each 
furnace  was  $5.00,  80  per  cent  of  which  was  to  be  returned 
if  the  agreement  was  faithfully  observed ;  it  was  to  be  ^^  for- 
feited as  a  penalty"  if  the  agreement  was  violated.  And 
fc»r  faithful  observance  of  their  engagements  the  jobbers, 
too,  were  entitled  to  rebates  from  their  purchases.  It  is 
testified  that  90  per  cent  of  the  jobbers  in  number  and  more 
than  90  per  cent  in  purchasing  power  joined  the  com- 
bination. 

The  agreements  clearly,  therefore^  transcended  what  was 
necessary  to  protect  the  use  of  the  patent  or  the  monopoly 
which  the  law  conferred  Upon  it.  They  passed  to  the  pur- 
poee  and  accomplished  a  restraint  of  trade  condemned  by 
the  Sherman  law.  It  had,  therefore,  a  purpose  and  accom- 
plished a  result  not  shown  in  the  Bement  Case.  There  was 
a  contention  in  that  case  that  the  contract  of  the  National 
Harrow  Company  with  Bement  &  Sons  was  part  of  a  con- 
tract and  combination  with  many  other  companies  and  con- 
stituted a  violation  of  the  Sherman  law,  but  the  fact  was 
not  established  and  the  case  was  treated  as  one  between  the 
particular  parties,  the  one  granting  and  the  other  receiving 
a  right  to  use  a  patented  article  with  conditions  suitable  to 
ptotect  such  use  and  secure  its  benefits.  And  there  is  noth- 
ing in  Henry  v.  A.  B.  Dick  Co.^  %tA:  U.  S.  1,  which  contra- 
venes the  views  herein  expressed. 

The  agreements  in  the  case  at  bar  combined  the  manu- 
facturers and  jobbers  of  enameled  ware  very  much  to  the 
same  purpose  and  results  as  the  association  of  manu-[49] 
facturers  and  dealers  in  tiles  combined  them  in  Montague  dk 
Go.  V.  Lowrjfy  198  U.  S.  88,  which  combination  was  condemned 
by  this  court  as  offending  the  Sherman  law.  The  added  ele- 
ment of  the  patent  in  the  case  at  bar  can  not  confer  im- 
munity from  a  like  condemnation,  for  the  reasons  we  have 
stated.    And  this  we  say  without  entering  into  the  consider- 
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ation  of  the  distinction  of  rights  for  which  the  Oovem- 
ment  contends  between  a  patented  article  and  a  patented 
tool  used  in  the  manufacture  of  an  unpatented  article. 
Bights  conferred  by  patents  are  indeed  very  definite  and  ex- 
tensive, but  they  do  not  give  any  more  than  other  rights  an 
universal  license  against  positive  prohibitions.  Hie  Sher- 
man law  is  a  limitation  of  rights,  rights  which  may  be 
pushed  to  evil  consequences  and  therefore  restrained. 

This  court  has  had  occasion  in  a  number  of  cases  to  de- 
clare its  principle.  Two  of  those  cases  we  have  cited.  The 
others  it  is  not  necessary  to  review  or  to  quote  from  except 
to  say  that  in  the  very  latest  of  them  the  comprehensive 
and  thorough  character  of  the  law  is  demonstrated  and 
its  sufficiency  to  prevent  evasions  of  its  policy  ^by  resort 
to  any  disguise  or  subterfuge  of  form,"  or  the  escape  of 
its  prohibitions  "by  any  indirection."  United  States  v. 
American  Tobacco  Co.^  221  U.  S.  106,  181.  Nor  can  they 
be  evaded  by  good  motives.  The  law  is  its  own  measure 
of  right  and  wrong,  of  what  it  permits,  or  forbids,  and  the 
judgment  of  the  courts  can  not  be  set  up  against  it  in  a 
supposed  accommodation  of  its  policy  with  the  good  inten- 
tion of  parties,  and  it  may  be,  of  some  good  results.  Ufwted 
States  V.  Trans-Missouri  Freight  Asso.^  166  IT.  S.  290; 
Armour  Packing  Co.  v.  United  States^  20»  U.  S.  66,  62. 

The  Colwell  Lead  Company  asserts  the  legality  of  the 
license  agreements  as  the  other  defendants  do,  and,  besides, 
urges  that  it  was  not  engaged  in  interstate  commerce  but 
that  it  only  sold  to  plumbers  and  that  none  of  the  price  re* 
strictions  was  applicable  to  it,  nor  was  it  [50]  at  any  time 
in  any  relations  whatsoever  with  the  other  defendants.  It 
asserts  that  it  was  itself  a  jobber  and  therefore  had  no  occa- 
sion to  deal  with  jobbers  and  that  it  was  not  present  nor  rep- 
resented at  any  of  the  meetings  preceding  the  license  agree- 
ments. 

It  does  appear,  however,  that  the  company  was  a  member 
of  the  association  of  manufacturers,  an  association  which, 
we  have  seen,  passed  the  first  resolution  in  regard  to  the 
license  agreement,  and  the  president  of  the  company  when 
addressed  on  the  subject  of  the  agreement  expressed  an 
appreciation  of  it  provided  all  manufacturers  should  "  sign 
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up."  He,  however^  reserved  final  judgpo^nt  until.  \m  could 
go  over  the  matter  in  detail  with  Wayman,  who  had  ad- 
dressed him,  and  declared  that  he  would  ^^be  greatly  in- 
fluenced hy  what  other  manufacturers  do." 

There  is  a  letter  in  the  record,  about  which,  however,  there 
is  SMne  dispute,  purporting  to  have  been  written  by  the 
piiesident  of  the  company  to  Wayman,  in  which  the  latter's 
interpretation  of  a  previous  letter  was  said  to  be  ^  entirely 
correct,"  and  which  contained  the  following:  ^' We  will  not 
require  any  pref erentials  below  the  lowest  price  made  by  the 
Standard  Sanitary  Manufacturing  Co."  There  can  be  little 
doubt  of  the  genuineness  of  the  letter,  and  it  is  certain  that 
tiie  company  assented  on  the  twenty-fifth  of  May,  1910.  Its 
license,  however,  was  modified  in  order  that  it  mij^t  meet 
local  competition  in  New  York,  its  business  being,  it  is  con- 
tended, mostly  local. 

It  appears  from  the  testimony  that  the  company  was  a 
manufacturer  and  a  jobber,  manufacturing  about  cmehalf 
of  what  it  sold.  As  a  jobber  it  bought  goods  from  other 
manufacturers  but  it  denies  there  was  an  agreement  as  to 
prices  with  such  manufacturera 

The  testimony  as  to  the  State  or  interstate  character  of  ita 
booiness  is  that  it  manufactures  at  Elizabeth,  N.  J.  [61], 
and  buys  also  from  other  manufacturers  and  jobbera  It 
ships  from  there  to  its  warehouses  in  New  York,  Worcester, 
Mass.,  and  Brooklyn.  The  trade  of  ita  Worcester  branch 
covers  about  two  hundred  miles  around  Worcester,  its  efforts 
being  to  localize  its  business.  It  is  doubtful,  it  is  testified, 
if  the  trade  goes  beyond  Massachusetts,  the  trade  there  being 
circumscribed.  Sales  in  Connecticut  are  made  through  the 
New  York  oflSce  from  the  ware-rooms. 

It  is  manifest  that  the  Colwell  Company  was  a  party 
to  the  combination  and  was  also  engaged  in  interstate  com- 
merce. The  fact  that  its  trade  was  less  general  than  that 
of  the  other  manufacturers  and  jobbers  does  not  take  from 
it  the  character  of  an  interstate  trader.  The  fact  that  it 
was  restricted  in  less  degree  than  tiie  other  jobbers,  given 
a  certain  freedom  of  competition  to  meet  local  conditions 
in  New  York,  diminifthes  only  the  degree  of  culpability 
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but  does  not  entirely  remove  it.  Indeed,  it  mej  be  seid 
that  such  freedom  does  not  even  diminidi  culpability.  It  is 
a  concession,  which  may  be  made  a  means  of  crushing,  com* 
petition  where  it  is  most  f  ormidabla 

Error  is  assigned  on  the  action  of  the  Circuit  Court  in 
not  granting  a  motion  made  by  defendants  for  an  enluqgt* 
ment  of  time  to  take  testimony  on  the  ground  that  they 
had  been  prevented,  by  the  action  of  the  Government  in 
instituting  criminal  proceedings,  from  properly  presenting 
their  defense. 

The  question  arose  upon  the  action  of  witnesses  wbo 
were  subpcenaed  and  called  by  the  Colwell  Lead  Company, 
they  being  officers  of  some  of  the  other  manufacturers. 
The  Government  apprehending,  and  as  it  now  contends, 
that  the  witnesses  were  called  to  give  them  immunity 
from  a  criminal  prosecution  which '  was  then  pending  in 
Michigan,  notified  them  that  if  they  testified  they  would 
do  so  at  their  peril,  as  immunity  could  only  be  claimed  by 
[62]  witnesses  for  the  Government*  The  witnesses  there- 
upon, upon  the  advice  of  counsel,  refused  to  testify,  leaving, 
as  it  is  contended,  the  Colwell  Company  particularly,  and 
the  other  defendants  as  well,  without  the  evidence  such  wit- 
nedlses  could  have  given  and  which,  it  is  said,  they  did  give 
subsequently  in  the  criminal  trial. 

Whether  the  testimony,  if  given,  would  have  conferred 
immunity  we  are  not  called  upon  to  determine.  The  only 
question  is  as  to  the  extent  of  the  court's  discretion  in  such 
circumstances.  The  Sherman  Act  provides  for  a  criminal 
proceeding  to  punish  violations  and  suits  in  equity  to  re- 
strain such  violations,  and  the  suits  may  be  brought  simul- 
taneously or  successively.  The  order  of  their  bringing  must 
depend  upon  the  Government;  the  dependence  of  their  trials 
can  not  be  fixed  by  a  hard  and  fast  rule  or  made  impera- 
tively to  turn  upon  the  character  of  the  suit.  Circumstances 
may  determine  and  are  for  the  consideration  of  the  court. 
An  imperative  rule  that  the  civil  suit  must  await  the  trial 
of  the  criminal  action  might  result  in  injustice  or  take  from 
the  statute  a  great  deal  of  its  power.  Besides  a  suit  by 
the  Government  there  may  be  an  action  for  damages  by  a 
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^person  iajured  by  reason  of  anything  forbidden  by  the 
aet^'  Must  it  »l8o  wait  t  Indeed,  the  reasons  nrged  for  the 
rule,  if  logically  extended,  would  compel  the  postponement 
of  the  enforcement  of  the  civil  remedies  until  the  exhaus- 
tion of  criminal  prosecutions  or  their  expiration  by  lapse 
of  time.  Until  either  event  occurs  the  danger  of  incrimi- 
nation can  not  be  said  to  have  passed.  It  is  manifest,  there- 
fore, that  the  most  favorable  view  which  can  be  taken  of 
the  rights  of  defendants  in  such  situation  is  that  they  depend 
upon  the  discretion  of  tiie  court  in  the  particular  case.  We 
&id  no  abuse  of  such  discretion  in  the  case  at  bar. 
Decree  affirmed. 


UNITED  STATES  v.  UNION  PACIFIC  RAILBOAD 
COMPANY.* 

AFFBAIi  FBOM  THB  CIBCDIT  OOUBT  OF  THE   UMITU)  8VATXS  FOB 
THE  DI8TRIOT  Oi*  UTAH. 

No.  446.    Argued  April  19,  22,  23,  1912.— Decided  December  2,  1912. 

[226  U.  S.  61.] 

The  purchase  by  the  Union  Pacific  Railroad  Company  of  forty-six  per 
omt  of  the  stock  of  the  Soathem  Pacific  Company,  with  the  result- 
ing control  of  the  latter's  railway  system  by  the  former,  is  an  Illegal 
combination  in  restraint  of  interstate  trade  within  the  purview  of 
the  Sherman  Anti-Trust  Act  of  1890  and  must  be  dissolved.^ 

The  Sherman  Anti-Trust  Act  of  July  2,  1890,  26  Stat.  209,  c.  647,  ap- 
plies to  interstate  railroads  which  are  among  the  principal  instru- 
mentalities of  interstate  commerce. 

The  Sherman  Act  is  intended  to  reach  and  prevent  all  combinations 
which  restrains  freedom  of  interstate  trade,  and  should  be  given  a 
reasonable  construction  to  this  end. 

The  opinions  in  Standard  Oil  Co,  v.  VrUted  States  and  VfiUed  States 
V.  American  Tobacco  Co,,  221  17.  S.  1  and  106,  contain  no  sugges- 
[68]tion  that  the  decisions  of  the  court  in  the  Trans-Missouri  and 

«For  the  opinion  of  the  Circuit  Court  (188  Fed.  102),  see  ante, 
page  808.  For  opinion  as  to  form  of  mandate  (226  U.  S.  470),  see 
post,  page  687. 

*  Syllabus  and  statements  of  arguments  copyrighted,  1912,  1918,  by 
The  Banks  Law  Publishing  Company. 
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Joint  Traffic  cases  were  not  correct  In  holding  tbe  combinations 
involved  to  be  illegal  while  applying  the  rule  that  the  statute  should 
be  reasonably  construed. 

The  Sherman  Law  prohibits  the  creaticm  of  a  single  dominating  con- 
trol in  one  corporation  whereby  natural  and  existing  competition  in 
interstate  trade  is  suppressed ;  such  prohibition  extends  to  the  con- 
trol of  competing  interstate  railroads  effected  by  a  holding  company 
as  in  the  Northern  Securities  case,  and  to  the  purchase  by  one  of  two 
competing  railroad  companies  of  a  controlling  portion,  even  if  not. 
as  in  this  case,  a  majority  of  the  stock  of  tlie  other. 

The  Sherman  Law,  in  its  terms,  embraces  every  contract  or  combina- 
tion in  form  of  trust  or  otherwise  or  conspiracy  in  restraint  of 
interstate  trade. 

Congress  is  supreme  over  Interstate  commerce,  and  a  combination 
which  contravenes  the  Sharman  Law  Is  illegal  although  it  may  be 
permissible  under,  and  witliin  corporate  powers  conferred  by,  the 
laws  of  the  State  where  made. 

Courts  should  construe  the  Sherman  Law  with  a  view  to  preserve 
free  action  of  competition  in  interstate  trade,  which  was  the  pur- 
pose of  Congress  in  enacting  the  statute. 

Competition  is  the  striving  for  something  which  another  is  actively 
seeking  and  wishes  to  gain. 

Competition  between  two  transK!ontinental  railway  systems  sach  as 
the  Union  Padflc  and  Southern  Pacific  includes  not  only  making  of 
rates  but  the  character  of  service  rendered  and  accommodation 
afforded ;  and  the  inducement  to  maintain  points  of  advantage  in 
these  respects  is  greater  when  the  systems  are  independent  than 
when  the  corporation  owning  one  of  the  systems  also  dominates 
and  controls  the  other. 

The  Union  Pacific  and  Southern  Pacific  are  competing  systems  of  in- 
terstate raUways  and  their  consolidation  by  the  ccmtrol  of  the  latter 
by  the  former  through  a  dominating  stock  interest  does,  as  a  mat- 
ter of  fact,  abridge  free  competition,  and  is  an  illegal  restraint  of 
interstate  trade  under  the  ^lerman  Law. 

In  this  case  heUdy  that  while  there  was  a  great  deal  of  non-competitive 
business,  a  sufficiently  large  amount  of  competitive  business  was 
affected  to  clearly  bring  the  combination  made  wittdn  the  purview 
of  the  Sherman  Law. 

In  this  case  also  heldf  that  the  necessity  of  the  Union  Padflc  to  obtain 
an  entrance  to  San  Francisco  and  other  California  points  over  the 
lines  of  the  Southern  Pacific  was  not  such  as  to  Justify  tbe  combina- 
tion complained  of  in  this  case  in  view  of  the  provisions  for  a  contin- 
[#8]  uous  raUroad  to  the  Pacific  coast  and  for  interchange  of  traffic 
without  discrimination  contained  in  the  acts  of  July  1,  18Q2,  12 
Stat  489,  496,  I  12,  c.  120,  and  of  July  2,  1964,  IB  Stat  860^  802, 
1 15,  c  2ia 

Doubtless  courts  could  restrain  one  railroad  constractod  under  the 
acts  of  July  1, 1862,  and  July  2»  1864,  from  making  discriminations, 
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coDtniTy  to  tbe  provUrtoiiB  of  those  acts  tn  regard  to  fnterchaiifle  of 
traffic,  against  aBOtber  railroad  also  constmcted  under  those  acts. 

The  obligation  to  keep  faith  with  the  Qovenmient  in  regard  to 
management  of  railroads  constructed  under  acts  of  Congress  con- 
tinue notwithstanding  chaaiged  forms  of  ownership  and  organi- 
zation, as  does  also  continue  the  ieglalatlTe  power  of  Oongress 
concerning  such  railroads. 

Although  a  railroad  corporation  may  lawfully  aoiulre  that  portion 
of  another  railroad  which  connects,  but  does  not  compete,  with 
any  part  of  Its  own  system,  it  may  not  acquire  the  entire  system 
a  substantial  portion  of  which  does  compete  with  its  lines. 

The  effect  of  sudi  a  purchase  and  its  legality  under  the  Sherman 
Law  may  be  Judged  by  what  was  actually  accomplished,  and  the 
natural  and  probable  ooBseqacnoes  of  that  which  was  done. 

In  determining  tbe  Talidity  of  a  comMoation  the  court  may  look 
to  the  Intent  and  purpose  of  those  conducting  the  transaction 
and  to  the  objects  had  in  view. 

While  in  small  corporations  a  majority  of  stock  may  be  necessary 
for  control,  in  large  corporations,  where  the  stock  Is  dtotrllrated 
among  many  stockholders,  a  compact  united  ownership  of  less 
than  half  may  be  ample  to  control  and  amouats  to  a  dominant 
interest  sufficient  to  effect  a  comblnatiOB  In  restraint  of  trade 
within  a  reasonable  oonstructloa  of  tbe  Sherman  Law. 

In  applying  the  general  rules  as  to  relief  under  the  Sherman  Law 
as  declared  in  Standard  OU  Co.  ▼.  United  State$,  221  U.  8.  1«  78, 
the  court  must  deal  with  each  cane  as  it  finds  it;  and  where  the 
combination  has  been  effected  by  purchase  by  one  corporation  of 
a  dominant  amount  of  stock  of  its  competitor  the  decree  should 
provide  an  injunction  against  the  right  to  TOte  stock  so  acquired, 
or  payment  of  dividends  thereon  except  to  a  recelTer,  and  any 
plan  for  dl^Misition  of  the  stock  should  be  such  as  to  effectually 
disscHre  the  unlawful  combination. 

Whettier  the  decree  can  provide  for  the  purchase  by  the  Union 
Pacific  of  such  portions  of  tbe  Southern  Pacific  as  are  only  con- 
aectlBg  and  are  not  competitive  and  which  effect  a  continuous 
line  to  San  Francisco,  not  now  determined,  with  leave  to  the  Dis- 
trict Oourt  to  consider  any  plan  proposed  to  effect  such  results. 
[64]  Unless  plans  for  dissolution  are  presented  to,  and  affirmed 
by,  tbe  District  Oourt  within  a  reasonable  period,  in  tbis  case  three 
months,  that  court  should  proeeed  to  dissolve  the  combination  by 
receiver  and  sale. 

The  decree  below,  dismissing  tbe  bill  generally,  being  affirmed  by 
this  court  as  to  all  matters  other  than  the  purchase  of  Southern 
Pacttc  stocky  Is  re^wrsed  in  part,  and  the  District  Oonn  retains 
Its  lorlsdlctloii  efver  the  cause  to  see  that  tbe  decree  outUsnd  by 
this  court  in  this  opinion  is  made  effectual* 

188  Fed;  Bcp.  HJU,  reversed  la  part 
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[57  L.  Bd.  124 .«] 

[Monopoly — Ck)MBiNATiON  by  Garbiebs — Stock  Contbol. — ^1.  A  oombl- 
naticn  which  places  railroads  engaged  tn  interstate  cammerce  in 
SQoli  a  relation  as  to  create  a  single  dominating  control  In  one  cor- 
poration wbereby  natural  and  existing  competition  in  interstate 
commerce  is  unduly  restricted  or  suppressed  constitutes  a  restraint 
of  interstate  cemmerce  forbidden  by  the  Sherman  Anti-Trvst  Act 
of  July  2,  1890  (26  Stat  at  L.  209,  chap.  647,  U.  &  Oomp.  Stat. 
1901,  p.  3200),  whether  accomplished  through  a  holding  company 
or  through  a  direct  transfer  of  a  dominating  stock  Interest  from 
one  company  to  the  other. 
For  other  cases,  see  Monopoly,  II.  c,  in  Digest  Sup.  Ct.  1906. 

MONOTOLY — OOMHINATION    BY    OaBBIBBS — StOCK    CJONTBOI*. — 2.  A    pur- 

chase  by  one  railway  company  of  a  dominating  stock  interest  in 
another,  though  legal  in  the  State  where  made,  and  within  cor- 
porate powers  conferred  by  State  authority,  can  not  escape  con- 
defnnation  under  the  Sherman  Anti-Trust  Act  of  July  2,  1890,  if  it 
Gontrayenes  the  prohibitions  of  that  statute  against  combinations 
and  conspiracies  in  restraint  of  trade,  enacted  by  Oongress  in  the 
^ercise  of  its  supreme  authority  over  Interstate  commerce. 
For  other  cases,  see  Monopoly.  II.  c,  in  Digest  Sup.  Gt  1908. 

MON0POLY--OoMBINATXOn    BY    OaBSIEBS — SlOGK    GONTBOiL.— d.  The    SC- 

quisitkin  by  the  Union  Pacific  Railroad  Gompany,  then  ^erati&g  a 
line  from  Missouri  RiTer  points  to'  Portland,  and  thence  to  San 
Francisco  by  steamship  connection,  of  4d  per  cent  of  the  outstand- 
ing cii4>ital  stock  of  the  Southern  Pacific  Gompany,  with  the  intent 
and  result,  not  only  of  securing  the  Galifomia  connection  at  Ogden 
over  tlie  Gentral  Pacific  line,  and  thus  effecting  such  a  continuity 
of  the  Union  Pacific  and  Gentral  Pacific  lines  from  the  Missouri 
River  to  San  Frandaco,  as  was  contemplated  by  the  acts  of  July  1, 
1862  (12  Stat  at  L.  489,  chap.  120).  July  2,  1864  (13  Stat  at  L.  356, 
chap.  216),  and  June  20,  1874  (18  Stat  at  L.  Ill,  chap.  331,  U.  S. 
Gomp.  Stat  1901,  p.  3577),  but  of  obtaining  the  dominating  control 
of  the  entire  Southern  Pacific  system,  consisting  of  lines  by  water 
and  rail,  together  forming  a  transportation  system  from  New  York 
and  other  Atlantic  ports  to  San  Francisco  and  Portland  and  other 
Padflc  coast  points,  with  various  branches  and  connections,  be- 
sides a  steomslilp  line  from  San  Francisco  to  Panama,  and  from  San 
Francisco  to  the  Orient,  and  a  half  interest  in  another  line  between 
the  two  latter  points,  which  system  was  actively  competing  with 
the  purchasing  road  for  interstate  business,  large  in  volume,  though 

•The  paragraphs  following,  in  brackets,  arefirom  the  syllabus  of 
the  case,  as  r^wrted  in  volume  57,  page  124,  Lawyers*  Edition, 
Supreme  Court  Reports.  Syllabus  oopyv4«^ifted,  191:2,  IfilA,  by  The 
Lawyers'  Co-<^»erative  Publishing  Gompany. 
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small  in  comparison  with  the  total  traffic  carried,  creates,  contrary 
to  the  act  of  July  2,  1890,  a  combination  in  restraint  of  Interstate 
trade. 

For  other  cases,  see  Monopoly,  II.  c,  in  Digest  Sup.  Gt  1906. 
iNJxmcTioN — ^AoAinsT  MoNOPouBS — SooFB  OF  Reukt. — 4.  The  Federal 
District  Court,  in  relieving  against  a  combination  in  restraint  of 
interstate  trade,  created  contrary  to  the  act  of  July  2,  1890,  by  the 
acquisition  by  the  Union  Pacific  and  Central  Pacific  lines  of  a 
dominant  stock  interest  in  the  Southern  Pacific  Company,  a  com- 
peting railway  system,  should,  by  its  decree,  provide  against  the 
right  to  vote  such  stock  while  in  the  ownership  or  control  of  the 
Union  Pacific  Railroad  Company,  or  any  corporation  owned  by  it, 
or  while  held  for  it  by  any  corporation  or  person,  and  forbid  any 
transfer  or  disposition  thereof  in  such  wise  as  to  continue  its  con- 
trol, and  should  enjoin  the  payment  of  dividends  on  the  stock  while 
so  held,  exc^t  to  a  receiver  appointed  by  the  court  to  collect  and 
hold  such  dividends  until  disposed  of  by  its  decree. 

For  other  cases,  see  Injunction,  I.  g,  in  Digest  Sup.  Ct  1908. 
Appeal — ^Rekandino  ]x>b  Fxtbtheb  Heakino — ^DissoLirriON  or  Monop- 
oly.— 5.  Any  plan  for  the  disposition  of  the  shares  of  stock  of  the 
Southern  Pacific  Company,  found  by  the  Federal  Supreme  Court 
to  have  been  acquired  by  the  Union  Pacific  Railroad  Company,  con- 
trary to  the  act  of  July  2,  1890,  prohibiting  combinations  in  the 
restraint  of  interstate  trade,  must  be  such  as  effectively  to  di»- 
solve  the  unlawful  combination,  and  must  be  subject  to  the  ap- 
proval and  decree  of  the  district  court,  which  shall  proceed,  upon  the 
presentation  of  any  plan,  to  hear  the  Government  and  the  defted- 
ants,  and  may  bring  in  any  additional  parties  whose  presence  may 
be  necessary  to  a  final  disposition  of  the  stock  in  conformity  to 
the  views  of  the  Supreme  Court.] 

For  other  cases,  see  Appeal  and  Error,  5403-5406,  in  Digest  Sup. 
Ct  1908. 

•  •  •  *  • 

The  facts,  which  involve  the  validity  under  the  Sherman 
Anti-Trust  Act  of  1890  of  the  purchase  by  the  Union  Pacific 
Railroad  Company  of  a  dominant  interest  of  the  stock  of 
the  Southern  Pacific  Company,  and  whether  the  same  was  a 
combination  in  restraint  of  interstate  commerce  within  the 
purview  of  the  act,  are  stated  in  the  opinion. 

Mr.  Oordenio  A.  Severance^  The  Attorney  Oeneral,  Mr. 
Frank  B.  Kellogg y  for  the  United  States,  appellant. 

The  maintenance  of  free  competition  among  railways  has 
become  the  settled  policy  of  the  Nation. 
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The  Interstate  Commerce  Act,  in  its  provisions  against 
contracts,  agreements,  or  combinations  between  common 
carriers  for  pooling,  enforces  the  competitive  principle. 

The  Sherman  Law,  as  construed  by  the  courts,  is  directed 
against  all  attempts  to  suppress  competition  among  inter- 
state carriers  or  to  monopolize  interstate  commerce.  Na- 
Uonal  Cotton  OU  Co.  v.  Texas,  197  U.  S.  116;  Northern 
Securities  Co.  v.  United  States^  193  U.  S.  197;  United  States 
V.  Standard  Oil  Co.y  173  Fed.  Rep.  177;  United  States  v. 
Joint  Traffic  Assn.,  171  U.  S.  505;  United  States  v.  Trans- 
Missouri  Freight  Assn.,  166  U.  S.  290. 

This  policy  has  found  expression  in  the  constitutions  and 
laws  of  thirty-seven  States  and  two  Territories. 

The  courts  have  recognized  and  enforced  the  policy,  both 
under  statutory  and  constitutional  provisions,  and  also  in 
the  absence  of  such  provisions.  Central  R.  B.  Co.  [65]  v. 
ColUns,  40  Georgia,  582;  Clarke  v.  Central  R.  <6  B.  Co., 
50  Fed.  Rep.  338;  Commonwealth  v.  South  Penn  Boad,  1 
Pa.  Co.  Ct.  Rep.  214;  Continental  Securities  Co.  v.  Inter- 
borough  B.  T.  Co.,  165  Fed.  Rep.  945;  Currier  v.  By.  Co., 
48  N.  H.  322;  East  St.  Louis  Connecting  By.  v.  Jarvis,  92 
Fed^  Rep.  735;  East  Line  and  Bed  Biver  Co.  v.  Texas,  75 
Texas,  434;  Edwards  v.  Southern  By.  Co.y  66  S.  Car.  277; 
Gulf,  Col.  &  S.  Fe  B.  B.  Co.  v.  Texas,  72  Texas,  404 ;  HamM- 
ton  V.  Savannah,  dkc.  By..,  49  Fed.  Rep.  412;  Langdon  v. 
Branch,  37  Fed.  Rep.  449;  LouisviOe  ds  Nash.  B.  B.  Co.  v. 
Kentucky,  97  Kentucky,  675;  S.  C,  161  U.  S.  677;  Morrill  v. 
Baihoay  Co.,  55  N.  H.  581 ;  PearsaU  v.  Great  Northern  By., 
161  U.  S.  646;  Penn,  B.  B.  Co.  v.  Commonwealth,  7  Atl. 
Rep.  368,  374;  StaU  v.  VanderhiU,  87  Oh.  St.  590;  Stockton 
V.  Central  B.  B.  of  N.  J.,  60  N.  J.  Eq.  62;  Tex.  dk  Pac.  By. 
Co.  V.  So.  Pac.  By.,  41  La.  Ann.  970;  Yazoo,  dkc,  By.  Co.  v. 
Southern  By.  Co.,  83  Mississippi,  746. 

It  is  immaterial  that  one  of  two  competing  roads  may  be 
organized  under  the  laws  of  another  State  or  situated  be- 
yond the  borders  of  the  State  having  the  prohibition.  Cur- 
rier  v.  By  Co.,  48  N.  H.  822 ;  Investigation  into  Union  Pacific 
and  Southern  Pacific^  12  I.  C.  C.  Rep.  Sf47;  Morrill  v.  Batt- 
way  Co.,  66  N.  H.  631 ;  Union  Pacific  v.  Mason  City  dk  Ft. 
95825*— VOL  4— 17 12 
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Dodge  Ry.  Co.^  199  U.  S.  160 ;  Vmted  States  v.  Uni&n  Ptusific 
R.  R.  Co.,  188  Fed.  Bep.  121. 

Prior  to  the  acquisition  of  the  fstock  of  the  Southern 
Pacific  Company  by  the  Union  Pacific  the  lines  of  those 
two  systems  were  competitive,  and  such  acquisition,  having 
eliminated  such  competition,  was  therefore  in  restraint  of 
trade  and  in  violation  of  the  Anti-Trust  Act.  East  St 
Louis  Connecting  Ry.  v.  Jarvis,  92  Fed.  Rep.  785;  East  Line 
and  Red  River  Co.  v.  Texas,  75  Texas,  484;  East  Line  and 
Red  River  Co.  v.  Rushing,  69  Texas,  306;  Gfdf,  Col  &  S.  Pe 
R.  R.  Co.  V.  Texas,  72  Texas,  404;  Harriman  v.  Northern 
Securities  Co.,  197  U.  S.  244;  KvmbcM  v.  A.,T.dk  S.  F.  Ry. 
Co.,  46  Fed.  Eep.  888;  Louis.  <&  Nash.  R.  R.  [W]  Co.  v. 
Kenitachy,  97  Kentucky,  075;  S.  C,  161  U.  S.  677;  Northern 
Securities  Co.  v.  United  States^  198  U.  S.  197;  PearsaU  v. 
Great  Northern  Ry.,  161  U.  S.  646;  Penna.  R.  R.  Co.  v.  Comr 
monwealth,  7  Atl.  Rep.  368,  374;  Standard  OH  Co.  v.  United 
States,  221  U.  S.  1 ;  State  v.  Montana  Ry.  Co.,  21  Montana, 
221;  State  v.  VanderbUt,  87  Oh.  St.  590;  Stockton  v.  Central 
R.  R.  of  N.  J.,  50  N.  J.  Eq.  52 ;  Tex.  dk  Pac.  Ry.  Co.  v.  South- 
ern Pacific  Ry.,  41  La.  Ann.  970 ;  United  States  v.  Am.  To- 
bacco Co.,  221  U.  S.  106;  United  States  v.  Joint  Traffic  Assn., 
171 U.  S.  505 ;  United  States  v.  Trans-Missouri  Freight  Assn., 
166  IT.  S.  302;  United  States  v.  Trans-Missouri  Freight 
Assn.,  58  Fed.  Rep.  64;  Umted  States  v.  Union  Poo.  R.  R. 
Co.  et  at.,  188  Fed.  Rep.  110. 

The  clause  in  the  Pacific  Railroad  Act  authorizing,  the 
Central  Pacific  and  the  Union  Pacific  to  consolidate  their 
lines  gave  the  Union  Pacific  no  right  to  buy  the  Southern 
Pacific.  Louis..  <6  Nash.  R.  R.  Co.  v.  Kentucky,  161  U.  S. 
677;  PearsaU  v.  Great  Northern  Ry,^  161  U.  S.  646;  Un. 
Pac.  V.  Mason  City  dt  Ft.  Dodge  Ry.  Co.,  199  U.  S.  160. 

The  acquisition  of  the  controlling  interest  in  the  South- 
ern Pacific  system  by  thue  Union  Pacific  tended  tp  suppress 
competition,  and  therefore  was  in  restraint  of  trade;  also 
tended  to  monopoly  and  is  in  violatioa  o£  the  Sherman  Act. 
ffarrinum  v.  Northern  Securities , Co.,  197  U,  S.  244;  North- 
ern Securities  Co.  V.  United  States,  193  U.  S.  197;  Penna. 
R.  R.  Co.  V.  Commonwealth,  7  Atl.  Rep.  368,  374;  Stockton 
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V.  C€9i$ral  R.  R.  of  N.  /.,  60  N.  J.  Eq.  82;  United  States  v. 
Am.  Tobacco  Oo^  221  U.  S.  106. 

The  ownership  by  the  Union  Pacific  of  less  than  a  ma^ 
jority  of  the  stock  in  the  Southern  Pacific,  Santa  Fe,  North- 
em  Pacific,  Great  Northern,  and  San  Pedro  lines  tended 
to  suppress  competition  and  create  a  numopoly  and  is  in- 
hibited by  the  l^ennan  Act.  Central  R.  R.  Co.  v.  Collins^ 
40  Georgia,  682;  Cfibbs  v.  Consolidated  Gas  Co.y  180  U.  S. 
408;  Loewe  v.  Lawlor^  208  U.  S.  274;  Louis.  <&  Nash.  R.  R. 
Co.  V.  Kentucky,  161  U.  S.  67T;  Northern  [67)  Securities 
Co.  V.  United  States^  193  U.  S.  197;  Pearsdtt  v.  Greai  North- 
em  Ry.^  161  U.  S.  646;  Ponna.  R^  R.  Coi  v.  Comfnomaealthj 
7  AtL  Rep.  368,  d74;  People  v.  Chicago  Gas  Trust  Co.^  130 
Illinois,  268;  SaJJt  Co.  v.  Guthrie,  36  Oh.  St  666;  Stockton 
V.  Central  R;  A  of  N.  /.,  60  N.  J,  Eq.  62;  United  Stales  v. 
Standard  OU  Co.,  173  Fed.  Eep.  179;  Standard  OU  Co.  v. 
United  States,  221  U.  S.  1;  United  States  v.  Trans-Missouri 
Freight  Assn.,  166  U.  S  290. 

The  fact  that  the  Union  Pacific  haa,  since  the  commence- 
ment of  this  suit,  sold  the  balance  of  its  stock  in  the  Great 
Northern  and  Northern  Pacific  and  in  the  Santa  Fe  is  no 
reason  why  an  in].unct3on  should  not  be  granted.  United 
States  V.  TranS'Missauri  Freight  Assn.,  166  U.  S.  290. 

The  control  of  the  San  Pedro  road  under  the  circum- 
stances of  this  case  tended  to  suppress  competUian  and  is 
void,  althou^  that  line  was  not  completed  at  the  time  of 
the  acquisition  of  the  stock  ther^.  Commonwealth  ▼. 
Beech  Creek  R.  R.  Co.,  1  Pa.  Ca  Ct.  Rep.  223;  Farrington 
V.  Stucky,  166  Fed.  Bep.  326;  Hamilton  v.  Savannah, 
Florida  <6  W.  Ry.,  49  Fed.  Re^).  412;  Hartford  <b  New 
Haven  R.  R.  Co.  v.  N.  Y.  <b  New  Hav&m  R.  R.  Co.,  3  Rob- 
ertson (N.  Y.  Superior  Court),  411;  Inter.  Com.  Comm. 
y.  PhUa.  &  Reading  R.  R.  Co.,  123  Fed.  Rep.  969;  Langdon 
V.  Branch,  37  Fed.  Rep.  449 ;  Penna.  R.  R.  Co.  v.  Common- 
wealth, 7  Atl.  Rep.  868,  374;  State  t.  Hartford  dk  New 
Haven  R.  R.  Co.,  39  Connecticut,  688;  Thomsen  v.  Union 
Castle  Mail  SUomsOf  Co.,  166  Fed.  Rep.  261;  United 
States  y*  Paitenon,  69  Fed.  Rep.  280;  United  States  y. 
Stamdard  OU  Co.,  178>  Fed.  R^.  177{  Standard.  OU  Co.  ▼. 
United  Statea,  221  Uw  S.  L 
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The  combination  of  steamship  lines  between  American 
and  foreign  ports  for  the  purpose  of  suppressing  competi- 
tion is  within  the  inhibitions  of  the  Sherman  Act.  Thon^ 
sen  V.  Union  Castle  MaU  S.  S.  €o.^  166  Fed.  Rep.  261. 

The  GoTemment's  brief  contains  a  synopsis  of  the  [68] 
constitutional  and  statutory  provisions  of  the  several 
States  and  Territories  on  the  subject  of  parallel  and  com- 
peting lines. 

Mr.  N.  B.  Loomis  and  Mr.  P.  F.  Dwme  for  appellees.   . 

The  object  which  the  Union  Pacific  had  in  view  in  ac- 
quiring an  interest  in  the  Southern  Pacific,  was  not  to  sup- 
press competition  or  to  obtain  a  monopoly,  but  to  secure  a 
permanent  relationship  with  the  Southern  Pacific  which 
would  insure  for  it  a  perpetual  through  line  to  San  Fran- 
cisco, as  contemplated  by  Congress,  and  give  to  it  as  well,  an 
entrance  into  all  the  traffic-producing  centers  of  California. 

As  to  the  conception  which  Congress  and  the  public  had, 
of  a  single,  indivisible  line  of  railroad  extending  from  the 
Missouri  River,  with  continuous  rails  to  the  Pacific  Ocean, 
see  act  of  July  1, 1862.  Not  only  did  Congress  provide  for 
the  permanent  physical  continuity  of  the  proposed  railroads, 
but  gave  power  to  any  two  or  more  of  them  to  consolidate 
and  thus  place  themselves  under  a  single  management.  §§ 
10, 12, 16,  act  of  July  1, 1862, 12  Stet.  497;  §  16,  act  of  July 
2,  1864, 13  Stat.  862.    See  Ames  v.  Kansas,  111  U.  S.  449. 

The  hope  and  expectation  of  a  single,  indivisible  line  of 
railroad  from  the  Missouri  River  to  the  Pacific  Ocean  could 
not  be  fully  realized  as  long  as  the  ownership  was  vested 
in  separate  corporations  and  the  operation  in  different  man- 
agements. 

It  is  clear  froin  the  testimony  that  the  officials  of  the 
Union  Pacific  regarded  the  Southern  Pacific  not  as  a  com- 
petitive, but  as  a  connecting  line. 

The  testimony  of  the  witnMses  and  the  surrounding  cir- 
cumstances demonstrate  that  the  objeict  and  intent  of  pur- 
chsdng  the  stock  of  the  Southern  Pacific  was  to  protect 
tiie  integrity  of  the  through  line  from  the  Missouri  River 
to  the  Pacific  coast  and  to  procure  for  the  Union  [69]  Pa- 
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cific  a  permanent  entrance  into  interior  California  points; 
it  was  not  to  obtain  a  competing  line  or  to  stifle  compe- 
tition. 

This  intent  was  shown  by  betterments.  As  to  deducing 
intent  from  actions  of  the  parties^  see  United  States  v. 
American  Tobacco  Compwnyy  221  U.  S.  106. 

The  Southern  Pacific  was  not  bound  to  agree  to  joint 
tariffs  under  any  law  in  force  when  the  stock  purchase  was 
made. 

There  was  no  law  iu  1901  by  which  that  company  could  be 
forced  to  grant  other  than  local  rates  between  Ogden  and 
San  Francisco  on  traffic  tendered  to  it  by  the  Union  Pacific; 
nor  did  tilxe  Pacific  Railroad  Act  of  July  2^  1864,  which  re- 
quired the  Union  Pacific  and  the  Central  Pacific,  as  well 
as  the  other  roads  included  therein,  to  be  operated  and 
used  for  all  purposes  of  communication  and  travel  so  far 
as  the  public  and  Government  are  concerned  as  one  con- 
tinuous line  extend  to  requiring  jcHnt  tariffs.  L.  R.  <6o. 
R.  R.  Co.  V.  E.  T.  Va,  dk  (?.,  2 1.  C.  C.  Eep.  456,  and  8 1.  C.  C. 
Sep.  1,  6. 

This  court  has  held  that  the  fixing  of  rates  is  a  legislative 
power  which  can  not  be  exercised  by  the  courts  The  Ex- 
press  Cases^  117  U.  S.  1,  28 ;  Central  Stock  Yards  v.  Louis- 
vOle  dkc.  Ry,  Co.^  192  U.  S.  568,  671;  Oregon  Short  Line  dk 
U.  N.  Ry.  Co.  V.  N<yrthem  Pacvfic  R.  Co.,  51  Fed.  Rep.  465, 
474;  LUOe  Rook  <£•  M.  R.  Co.  v.  St.  Louis  S.  W.  Ry.  Co., 
68  Fed.  Kep.  776. 

The  want  of  power  to  compel  railroads  to  enter  into  such 
agreements  led  to  the  adoption  of  the  Hepburn  Act,  §  16, 
84  Stat.  590,  and  the  Interstate  Commerce  Commission  was 
authorized  to  establish  through  routes,  fix  rates,  and  to 
determine  the  division  of  the  through  rate  between  con- 
necting carriers ;  but  as  to  the  law  prior  thereto,  see  Southern 
Pacific  V.  Int.  Com.  Comm.,  200  U.  S.  586,  663;  Chicago  dk 
N.  W.  Ry.  V.  Oshome,  62  Fed.  Rep.  916. 

The  want  of  legal  power  on  the  part  of  the  Union  [70] 
Pacific  to  compel  the  Southern  Pacific  to  recognize  the  usual 
incidents  of  a  through  route  and  the  discretion  possessed  by 
the  Southern  Pacific,  to  do  as  its  own  welfare  might  dictate 
with  respect  to  through  rates,  gave  to  that  company  addi- 
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tional  advuitages  and  made  it  poesible  for  the  Southern 
Pacific  to  more  effectively  control  the  situation. 

The  so-called  Portland  route. to  San  Francisco  is  not  a 
practicable  one.  Union  Pacific  officials  had  frequently  con- 
sidered tiie  opening  of  the  Portland  gateway  for  San  Fran- 
cisco traffic,  but  had  always  concluded  that  it  would  be  an 
unprofitable  move,  and  therefore  it  was  not  done.  One  seri- 
ous objection  was  the  length  of  the  line.  Portland  is  sub-* 
stantially  the  same  distance  from  Omaha  as  San  Franciaco 
is,  and  the  rate  to  San  Frandsco  through  Portland  would 
have  to  be  the  same  as  the  rate  via  the  short,  direct  line 
through  Ogden;  and  the  rate  to  Portland  was  the  same  s^ 
the  rate  to  San  Francisco.  The  Union  Pacific  would  receive 
no  greater  revenue  for  hauling  freight  through  Portland  to 
San  Francisco  than  it  would  for  the  same  freight  delivered 
at  Portland. 

As  a  matter  of  fact,  the  Portland  route  to  San  Francisco 
has  never  been  used,  although  it  has  been  open,  physically, 
since  1884. 

The  most  conclusive  point,  showing  that  the  Portland 
route  to  San  Francisco  is  and  always  has  been  an  imprac- 
ticable one,  is  the  fact  that  the  Northern  rail  lines  terminat- 
ing at  Seattle,  Tacoma,  and  Portland  have  never  been  able 
to  carry  any  substantial  amount  of  trans-continental  traffic 
to  or  from  San  Francisco. 

The  Government's  argument  is  that  the  Portland  route  to 
San  Francisco  could  have  been  used  by  the  Union  Pacific,  in 
view  of  the  successful  operation  of  the  Sunset  line  between 
New  York  and  San  Francisco  via  New  Orleans  by  the  South- 
em  Pacific.  The  conditions  surrounding  the  operation  of 
the  Sunset  route  are  so  dissim  [71]  ilar,  however,  that  it  can 
not  be  regarded  as  a  parallel  case.  In  the  first  place  it  is 
operated  mider  a  single  management  from  New  York  to  San 
Francisco  and  California  business  is  given  preferred  atten- 
tion. The  freight  is  carried  by  boat  from  New  York  to  New 
Orleans  Without  stop,  the  California  freight  quickly  trans- 
ferred to  cars  waiting  upon  the  wharves,  and  transported  in 
trainload  lots  to  Los  Angeles  and  San  Francisco.  It  is  a 
eervice  which  can  not  be  duplicated  by  any  other  broken 
water  and  rail  Ihie. 


Digitized  by  VjOOQIC 


UNITED  STATES  V.  UKIOK  PACIFiO  B.  B.  GO.  ft^ 

AXg«01«Bt  tow   llMlftll— Hi 

The  traffic  upon  whiok  oomplainant  maizdy  relies  to  estab- 
lish competitive  relations  between  the  Uaiod  Pacific  and  the 
Southern  Pacific  in  1901,  was  traffic  between  the  AUantic 
seaboard  and  the  Middle  West  on  the  one  hand  and  Calif  or* 
nia  points  on  the  other.  As  to  all  this  traffic  the  Union  Pa- 
cific and  Southern  Pacific  were  not  competitors,  but  connect 
tions,  and,  in  a  sense,  partners. 

A  railroad  is  not  a  competitor  of  its  connections  on  busi- 
ness handled  by  them  jointly  under  a  through  tariff.  SaiUh- 
em  Pacific  v.  Interstate  Commerce  Commiseion^  200  U.  S. 
536. 

In  the  Standard  OU  case^  221  IT.  S.  1,  80,  this  court  reoo^^ 
nized  the  legality  of  combining  various  pipe  lines,  in  order 
to  make  a  continuous  line,  and  declared  that  an  agiceement 
or  combination  so  to  do  would  not  be  repugnant  to  the 
Sherman  Act. 

Some  of  the  reasons  why  Union  Pacific  was  mot  a  com- 
petitor of  Southern  Pacific's  Sunset  rente  axe  that  it  was 
a  connection  of  the  Southern  Pacific,  handling  throuj^ 
business  on  a  joint  tariff,  to  which  the  Southern  Pacific  had 
voluntarily  agreed.  In  entering  upon  this  relationship 
and  agreeing  to  the  joint  tariff,  the  Union  Pacific  knew  that 
the  Southern  Pacific  possessed  another  line  via  New  Or- 
leans and  that  it  would  endeavor  to  route  traffic  that  way 
and  get  the  long  haul  whenever  circumstances  permittedr 
it.  But  notwithstanding  that  fact  the  Union  [72)  Pacific 
was  willing  to  continue  the  relationship.  As  a  matter  of  fact 
it  had  no  choice  about  the  matter;  it  .was  compelled  to  sub- 
mit to  these  conditions.  The  Southern  Pacific  was  not  only 
a  partner  but  a  dominant  partner — a  partner  with  which  the 
Union  Pacific  was  required  to  associate  or  go  put  of  busi- 
ness. With  no  rails  of  its  own  into  California  and  no  other 
railroad  but  the  Southern  Pacific  to  handle  its  California 
traffic,  it  was  impossible  for  it  to  occupy  the  position  of  an 
independent,  hostile  competitor. 

The  same  principle  is  also  controlling  when  we  consider 
that  as  between  the  Union  Pacific  and  the  Southern  Pa- 
cific, San  Francisco  is  a  local  non-competitive  point  on  the 
Southern  Pacific,  situated  eight  hundred  miles  distant  from 
the  western  terminus  of  the  Union' Pacific 
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In  the  next  place,  the  Government's  argument  assmnes 
that  two  parts  of  the  same  railroad  can  compete  with  each 
other;  that  is  to  say,  that  that  portion  of  the  Southern 
Pacific  Railroad  extending  from  San  Francisco  to  Ogden 
can  compete  with  that  portion  thereof  extending  from  San 
Francisco  to  New  York. 

This  assumption  can  not  be  correct,  as  it  is  obvious  that 
a  railroad  company  can  not  compete  with  itself. 

Furthermore,  the  Union  Pacific  was  a  constituent  member 
of  the  Ogden  route  before  the  purchase,  and  it  continued  as 
such  thereafter.  If  the  Ogden  route,  including  the  Union 
Pacific,  competed  with  the  Sunset  route  before  the  pur- 
chase, it  still  competes  with  it;  if  it  did  not  compete  with 
it  before  the  purchase,  it  does  not  compete  with  it  now. 
Competitive  conditions  between  the  two  routes  have  not 
been  changed  by  placing  the  Union  Pacific  and  the  Southern 
Pacific  under  a  common  management. 

As  the  Southern  Pacific  controlled  the  routing  of  Cali- 
fornia business,  and  the  Union  Pacific  could  obtain  the 
business  through  the  friendly  interposition  of  that  com- 
pany only,  it  can  not  be  maintained  that  the  Union  Pacific 
[78]  was  a  competitor  of  the  company  it  was  dependent  upon 
to  get  the  business. 

If  the  Southern  Pacific  was  a  competitor  of  the  Union 
Pacific  on  California  business,  because  of  the  Sunset  route, 
and  the  Union  Pacific  can  not  own  the  stock  of  the  Southern 
Pacific,  then  it  will  be  impossible  for  any  of  the  large  rail- 
roads of  the  country  to  extend  their  lines  by  purchase  or 
consolidation.  Every  railroad  with  more  than  one  gateway 
is  in  the  same  predicament.  If  the  Government  were  devis- 
ing a  scheme  to  prevent  the  consolidation  of  all  railroads, 
regardless  of  whether  they  were  parallel  or  connecting  lines, 
a  better  one  could  not  have  been  concocted  than  the  theory 
adopted  in  this  case. 

Another  reason  why  the  Union  Pacific  should  not  be  con- 
sidered as  a  competitor  of  the  Southern  Pacific  on  trans- 
continental business  to  and  from  California  points  is  that 
it  is  but  one  link  in  the  all- rail  through  line  from  the  At- 
lantic seaboard  to  San  Francisco,  while  the  Southern  Pacific 
has  a  continuous  line  from  New  York  to  San  Francisco, 
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under  ft  single  management.  The  Union  Pacific  is  de- 
pendent not  only  on  the  Southern  Pacific  on  the  west,  but 
on  its  eastern  connections  as  well,  to  fix  a  through  rate  or 
to  maintain  a  through  service;  in  itself  it  could  do  nothing 
without  the  voluntary  co-operation  of  the  lines  extending 
east  from  Omaha  or  Kansas  City. 

If  one  line  is  the  competitor  of  another  merely  because 
both  of  them  happen  to  be  links  in  systeihs  of  through 
routes  which  compete  with  each  other,  practically  every 
railroad  in  the  United  States  is  a  competitor  of  eveiy  other 
railroad  in  the  United  States,  and  under  those  conditions 
not  one  line  could  purchase  or  consblidate  with  another 
line  because  of  its  being  a  competitor. 

Complainant's  testimony  as  to  the  existence  of  separate 
soliciting  agencies  and  of  the  consolidation  of  certain  of 
those  agencies  subsequent  to  1901  does  not  prove  that  the 
[74]  Southern  Pacific  and  Union  Pacific  were  in  compe- 
tition with  each  other. 

All  the  large  railroad  systems  in  the  United  States  have 
several  gateways,  representing  different  routes,  through 
which  their  traffic  may  be  handled;  for  instance,  the  New 
York  Central,  Pennsylvania,  and  Baltimore  &  Ohio  rail- 
roads have  among  others,  their  St.  Louis  and  Chicago  gate- 
ways; the  Chicago,  Milwaukee  &  St.  Paul,  its  Omaha,  Kan- 
sas City,  and  St.  Paul  gateways;  the  Missouri  Pacific,  its 
Pueblo  and  El  Paso  gateways;  the  Southern  Bailway,  its 
Memphis  and  New  Orleans  gateways ;  the  Louisville  &  Nash- 
ville, its  St.  Louis,  Memphis,  and  New  Orleans  gateways. 

It  is  the  effort  of  soliciting  agents  to  secure  business 
through  these  differen':  gateways,  as  varying  circumstances 
require  them  to  solicit  in  favor  of  the  one  or  the  other, 
which  induces  the  belief  that  there  is  competition  between 
the  routes  represented  by  them,  even  though  the  agents 
may  be  working  in  the  interests  of  the  same  carrier.  A 
brief  consideration  of  the  proposition  will  disclose  its  fal- 
lacy. 

Complainant's  witnesses  who  expressed  the  opinion  that 
the  Union  Pacific  and  Southern  Pacific  were  competing 
upon  California  business  did  so  entirely  upon  the  assump- 
tion that  the  rivalry  of  soliciting  agente  was  the  competition 
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of  raiireiadfi.  The  testimony  shows^  however,  bow  f  alkctous 
such  testimony  is  and  demoiurtcetes  thai  the  strife  for  busi- 
ness may  mfiff^y  be  the  competition  which  is  constantly 
going  on  between  agents  in  the  service  of  the  same  prin- 
eipaL 

As  the  work  of  solicitii^  agents  against  each  other  may 
be  in  pursuance  of  a  common  employment  and  the  results 
of  their  laborer- for  the  benefit  of  the  same  railroad  or  com- 
bination of  connecting  railroads,  testimony  as  to  the  rivalry 
of  soliciting  agents  cannot  be  used  to  show  the  existence  of 
competition  between  the  routes  which  they  represent. 

[75]  The  fact  that  two  railroads  have  separate  soliciting 
agents  does  not  necessarily  prove  that  the  railroads  they 
represent  are  competitors. 

The  Government  itself  asserts  that  the  Union  Pacific 
and  Southern  Pacific  are  not  competing  at  the  present  time 
and  yet  it  appears  that  there  are  separate  soliciting  agencies 
representing  those  companies  at  New  York  and  San  Fran- 
cisco and  other  points. 

The  other  alleged  competitive  routes  of  minor  importance 
did  not  make  the  Union  Pacific  and  the  Southern  Pacific 
competitors  in  any  direct  and  substantial  sense. 

In  order  to  bring  the  competition  within  the  inhibition 
of  the  Sherman  Act,  it  must  be  direct  and  substantial.  Com- 
petition which  is  indirect  and  remote  is  not  competition 
within  the  meaning  of  the  statute;  traffic  unsubstantial  in 
amount  is  not  induded  within  the  terms  of  the  law.  When 
the  Government  seeks  to  set  aside  transactions  as  in  restraint 
of  trade  and  commerce,  the  burden  rests  upon  it  not  only 
to  prove  the  restraint  of  commerce,  but  the  restraint  of  a 
substantial  volume  of  commerce.  It  must  affirmatively  show 
that  the  competition  was  of  some  practical  importance  and 
that  the  restraint  of  commerce  involved  was  unreasonable. 
'  The  Sherman  Act  was  not  intended  to  apply  to  com- 
binations whose  effect  upon  interstate  commerce  was  indirect 
or  incidental  only,  or  which  might  remotely  affect  that  conv- 
merce.  United  States  v.  Joint  Traffic  Assn.,  171  U.  S. 
506, 568. 

This  court  puts  contracts  which  only  indirectly  and  inci- 
dentally restrain  interstate  commerce  upon  the  same  basis 
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which  there  are  BomM^ons  examples,  which  inddftntally  and 
with  respect  to  validity  as  legialatioa  af  the  States,  of 
indirectly  affect  interstate  eommeroe  and  yet  are  valid  be- 
cause it  is  not  a  direct  regulation  of  such  commerce.  An- 
derion  v.  United  State$^  171  U.  S.  604,  615,  and  [76J  Addys- 
ton  Pipe  and  Steel  Co.  v.  Vnited  StaUa,  175  U-  S.  211,  22a 

This  court  held  in  one  of  the  most  important  and  far- 
reaching  decisions  ever  announced  by  it,  that  the  Sherman 
Act  does  not  prohibit  every  contract,  combinaticm,  etc«,  in 
restraint  of  trade,  but  only  those  which  unreaacmably  re* 
strain  trade  and  commerce.  Standard  Oil  Co.  v  United 
Stolen,  221  U.  S.  1;  Untied  States  v.  Am.  Tobacco  Go.^  221 
U.  S.  106;  Cincinnati  Packet  Co.  v.  Bay,  200  U.  S.  179; 
PhUlipa  V.  Cement  Co.,  125  Fed.  Rep.  594;  Kimball  v, 
Atchison  dkc.  Ry.  Co.,  46  Fed  Rep.  888;  State  v.  Cent,  of 
Oa.  Ry.,  109  Georgia,  716. 

Treating  all  of  the  traffic  over  the  various  routes  of  minor 
importance  as  competitive  and  considering  it  in  the  aggre- 
gate, it  is  a  mere  bagatelle  when  compared  with  the  entire 
traffic  of  the  Union  Pacific  and  the  Southern  Pacific.  It 
amounts  to  only  0.88  per  cent  of  the  tonnage  of  the  South- 
ern Pacific  and  to  only  3.10  per  cent  of  the  tonnage  of  the 
Union  Pacific,  while  the  revenue  of  the  Southern  Pacific 
from  this  traffic  aggregates  only  1.25  per  cent  of  its  total 
revenue,  an  amount  which  it  is  not  conceivable  that  the 
Union  Pacific  would  have  cared  to  invest  millioDs  in  Soutii- 
em  Pacific  stock  to  suppress.  See  Rogers  v.  Nashville  i&c. 
Ry.  Co.,  91  Fed.  Rep.  299,  and  cases  supra. 

The  purchase  of  the  stock  of  the  Northern  Pacific  and  the 
Santa  Fe  by  defendants,  and  the  settlement  of  right-of-way 
controversies  with  the  Clark  interests,  which  resulted  in 
the  joint  construction  and  ownership  of  the  San  Pedro 
road,  were  not  acts  performed  with  the  object  of  suppress- 
ing competition  or  of  acquiring  a  monopoly,  nor  did  t^hey 
have  that  effect. 

A  review  of  the  entire  record  demonstrates  that  a  mo- 
nopoly has  not  been  created,  that  there  has  been  no  suppres- 
sion of  competition,  and  that  there  was  no  conspiracy  to 
effectuate  either  purpose.  The  reoord  shows,  on  the 
[77  J  other  hand,  that  the  interest  which  the  Union  Pacific 
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acquired  in  the  Southern  Pacific  has  been  of  direct  and 
substantial  benefit  to  trade  and  commerce. 

The  Union  Pacific  ownen^ip  of  Southern  Pacific  stock 
was  not  a  control,  and  did  not  import,  as  a  matter  of  law, 
the  power  in  any  view  of  the  case  to  restri<^  competition. 
The  Union  Pacific  merely  became  a  minority  stockholder, 
having  by  its  first  pur<;hase  acquired  only  about  37^  per  cent 
of  the  stock  and  never  acquired  a  majority.  While  the 
Union  Pacific  may  have  been  able  to  keep  control  with  less 
than  a  majority  of  stock  there  was  always  a  possibility 
that  it  could  not  do  so.  Stock  control  condemned  by  this 
court  has  been  of  an  actual  majority.  Pearsall  v.  Great 
Northern  Ry.^  161  U.  S.  671;  Northern  Securities  Caae^ 
120  Fed.  Rep.  726;  8.  C,  193  U.  S.  106;  Noyes  on  Inter- 
corporate Relations,  §294;  and  see  Pullman  Co.  v.  Mo,  Pae. 
B.  R.,  115  U.  S.  578. 

The  acquisition  and  ownership  by  the  Union  Pacific  of 
the  Huntington  stock  by  out-and-out  sale  to  it  by  a  stock- 
holder in  the  market,  is  not^  as  such,  within  the  power  of 
Congress  to  regulate,  under  the  commerce  clause  of  the 
Constitution.    United  States  v.  Knight  Co.^  156  U.  S.  1. 

The  acquisition  and  ownership  of  property  by  a  corpo- 
ration or  citizen  of  a  State  is  not  interstate  commerce.  The 
Union  Pacific  is  a  Utah  corporation  and  had  power  to 
purchase  stock  of  the  Southern  Pacific.  Nat  Bank  v. 
Matthews^  98  U.  S.  628;  St.  Louw  B.  B.  v.  Terre  Haute 
B.  B.,  146  U.  S.  407;  Paul  v.  Virginia,  8  Wall.  168. 

A  State  corporation  is  subject  to  regulation  by  Congress 
cmly  to  the  extent  and  by  the  measure  of  its  engagement 
in  interstate  comnlerce.  Employers^  Liability  cases,  207 
U.  S.  463,  499.  See  Ashley  v.  Byan,  158  U.  S.  436,  442; 
Louisville  cfe  Nashville  case,  161  U.  S.  677;  Mobile  dkc.  B.  R. 
Co.  V.  Mississippi,  210  U.  S,  187,  202. 

The  authority  of  the  several  States  to  permit  railroads 
within  their  respective  territory  to  consolidate  on  terms 
[78]  prescribed  by  each  is  inconsistent  with  the  assertion  of 
a  power  of  Congress  to  the  same  effect,  as  it  could  only 
prescribe  a  uniform  rule. 

The  purchase  by  the  Union  Pacific  of  the  Huntingtou 
stock  by  out-and-out  sale  is  not  within  the  purview  of  the 
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Sherman  Law.  An  otit-and-out  sale  is  quite  distinguishable 
from  a  collateral  stipulation  or  covenant  running  with  the 
sale. 

The  combination  or  conspiracy  prohibited  by  the  Sherman 
Law  is  essentially  a  process  terminable  in  future.  It  is 
not  like  a  sale  completed  when  made.  MitcheU  v.  Reynolds^ 
1  P.  Wms.  181.  For  some  of  these  collateral  agreements 
to  sales  see  Diamond  Match  Co.  v.  Roeber^  106  N.  Y.  473; 
Nordenfeldt  v.  Maanm,  App.  Cas.,  1904,  535;  Bancroft  v. 
Embosmig  Co.,  72  N.  H.  407;  Paehet  Co.  v.  Bay,  200 
U.  S.  179. 

Something  more  than  the  acquisition  of  a  competing 
property  is  necessary  to  bring  the  purchaser  and  seller 
within  the  Sherman  Law.  Shawnee  Compress  Co.  case, 
209  U.  S.  484;  Chemical  Co.  v.  Provident  Co.,  64  Fed.  Hep. 
950;  The  Oreene  case,  52  Fed.  Bep.  115;  Roller  Co.  v. 
Cuahman,  143  Massachusetts,  355,  364;  Oakdale  Co.  v. 
Garst,  28  Atl.  Bep.  973.  See  also  Harriman  v.  Memiea, 
116  California,  19;  CoUins  v.  Locke,  la.  B.,  4  App.  Cas. 
674;  SJcrainka  v.  Scharring-Hausen,  8  Mo.  App.  522;  Leslie 
V.  LorOlard,  110  N.  Y.  519;  Coh^  v.  Berlin,  56  N.  Y.  Supp. 
568;  KeUog  v.  Larkin,  3  Pinney  (Wis.),  123;  Dolph  v. 
Troy  Co.,  28  Fed  Bep.  554;  Mathews  v.  Associated  Press, 
32  N.  E.  Bep.  981;  Vinegar  Co.  v.  Voehrbach,  148  N.  Y.  68; 
Maeatdey  v.  Tiemey.  19  B.  L  265;  Bohn  v.  Mfg.  Co.^  64 
Minnesota,  238;  Cote  v.  Murphy,  159  Pa.  St.  420;  Ins.  Co. 
V.  Bd.  of  Underwriters,  67  Fed.  Bep.  317;  Nai?l  Assn.  t. 
Cumming,  170  N.  Y.  315;  Vogelen  v.  Oanter,  167  Massa- 
chusetts, 92,  opinion  of  Holmes,  J. 

A  competitor  may  be  driven  out  by  lawful  competition, 
Mogul  S.  S.  Co.  V.  McGregor,  L.  E.,  23  Q.  B.  D.  612; 
[79]  Whitnjodl  v.  Continental  Tohacco  Co.,  126  Fed.  Bep. 
469;  Bonsaok  v.  Smith,  70  Fed.  Bep.  388,  and  if  so  he  may 
also  lawfully  be  bought  out  by  volimtary  contract. 

Mere  size  or  aggregation  by  purchase  does  not  necessarily 
amount  to  violations  of  the  Sherman  Law. 

The  same  stockholders  may  lawfully  own  a  controlling 
interest  in  each  of  two  competing  oorporationa  Bigelow  v. 
Column*  Co^  167  Fed  Bep.  704,  727. 
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Mr.  Justice  Dat  delivered  the  opiiuon  of  the  court. 

The  case  was  begun  in  the  United  States  Cirenit  C<mrt 
for  the  District  of  Utah  to  enforce  the  provisions  of  the  so* 
called  Sherman  Anti-Trust  Act  of  1800,  26  Stat.  209,  c.  647, 
against  certain  alleged  conspiracies  and  combinations  in 
restraint  of  interstate  commerce.  The  case  in  its  principal 
aspect  grew  out  of  the  purchase  by  the  Union-  Pacific  Rail- 
road Company  in  the  month  of  February,  1901,  of  certain 
shares  of  the  capital  stock  of  the  Southern  Pacific  Gonq>any 
from  the  devisees  under  the  will  of  the  late  Collis  P.  Hunt- 
ington, who  had  formerly  owned  the  stock.  Other  shares  of 
Southern  Pacific  fitook  were  acquired  at  the  same  time,  the 
holding  of  the  Union  Pacific  amounting  to  7ftO,000  shares  or 
about  87^  per  cent  (subsequently  increased  to  46  per  cent) 
of  the  outstanding  stock  of  the  Southern  Pacific  Company. 
The  stock  is  held  for  the  Union  Pacific  Company  by  one  of 
its  proprietary  companies,  the  Oregon  Short  Line  Railroad 
Company.  The  Government  contends  that  the  domination 
over  and  control  of  the  Southern  Pacific  Company  given  to 
the  Union  Pacific  Company  by  this  purdiase  of  stock  brings 
the  transaction  within  the  terms  of  the  Anti-Trust  Act.  A 
large  amount  of  testimony  was  taken  and  the  case  heard 
before  four  circuit  judges  of  the  Eighth  Circuit,  resulting 
in  a  decree  dismissing  the  bill.    188  Fed.  Rep.  102. 

Prior  to  the  stock  purchase  in  1901  the  Union  Pacific 
[80}  system  may  briefly  be  described  as  a  line  ot  railroad 
from  the  Missouri  River  to  the  Pacific  coast,  namdiy,  from 
Omaha,  Nebraska,  or  periiaps  more  strictly  from  Council 
Bluffs,  Iowa,  and  from  Kansas  Citf,  Missouri,  to  Ogdeu, 
Utah,  and  Portland,  Oregon,  with  various  branches  and  con- 
nections, and  a  line  of  steamships  from  Portland  to  San 
Francisco,  California,  and  from  Portland  to  the  Orient;  and 
a  line  of  steami^ips  from  San  Fi^ancisoo  to  the  Orient  (the 
Occidental  A  Oriental  Steamship  Company),  in  which  the 
Union  Pacific  and  the  Southern-  Pacific  each  owned  a  half 
interest.  The  main  line  from  Council  BlufiiB  to  O^^n,  a 
liltki  over  1,000  miles  in  length,  with  the  branch  ffom*  Kan- 
sas Cil^)^  through  Denv^,  Oakowdo,  to  Cheyenne,  Wyo- 
ming, on  the  main  line^  W4ts  <m&ed  <aad  operated  by  the 
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Union  Pacifio;  the  line  from  Granger,  Wyoming,  on  the 
main  line  of  the  Union  Pacific,  to  Huntington,  Oregon,  was 
owned  and  operated  by  the  Or^on  Short  Line  Railroad 
Company,  the  capital  stock  of  which  was  owned  by  the 
Union  Pacific;  and  the  line  from  Huntington  to  Portland 
was  owned  and  operated  by  the  Oregon  Railroad  &  Naviga- 
tion Company,  the  stock  owner^ip  of  which  was  in  the 
Oregon  Short  Line.  The  boat  line  from  Portland  to  San 
Francisco  and  to  the  Orient,  the  Portland  &  Asiatic  Steam- 
ship Company,  was  organized  early  in  1901,  its  stock  being 
owned  by  the  Oregon  Railroad  &  Navigation  Company. 

The  Southern  Pacific  Company,  a  holding  company  of 
the  State  of  Kentucky,  also  engaged  in  operating  certain 
liBe»  of  railroad  under  lease,  controlled  a  line  of  railroad 
extending  from  New  Orleans  through  Louisiana,  Texas, 
New  Mexico,  Arizona,  California  and  Oregon  to  Portland, 
reaching  Los  Angeles  and  San  Francisco,  witii  several 
branch  lines  and  connections  extending  into  tributary  terri- 
tory, A  line  of  boats  running  between  New  York  and  New 
Orleans  was  also  owned  and  operated  by  the  Southern 
Pacific,  and  later  the  same  ships  entered  the  port  of  Gal- 
[81]  veston,  where  also  the  Southern  Pacific  reached  tide- 
water, and  it  had  branches  extending  to  various  points  in 
northern  Texas  connecting  with  other  lines  of  road.  The 
Southern  Pacific  also  operated,  under  lease,  the  railroad  of 
the  Central  Pacific  Railway  Company,  all  the  stock  of  which 
is  owned  by  the  Southern  Pacific.  The  lines  of  the  Central 
Pacific  consisted  of  the  road  from  San  Francisco  to  Ogden, 
about  800  miles  in  length  and  connecting  at  the  latter  place 
with  the  Union  Pacific  and  the  Denver  &  Rio  Grande  Rail- 
road Company's  line.  It  also  had  various  branches  in  and 
about  California  aggregating  in  mileage  about  500  milea 
The  Southern  Pacific  also  owned  a  majority  of  the  stock  of 
the  Pacific  Mail  Steami^ip  Company,  which  operated  a  line 
of  steamships  plying  to  ports  in  the  Orient  and  running 
between  San' Franeisco  and  Pbnama  which,  with  the  Pan- 
ama Railroad  and  its  boats,  constituted  the  so-called  Pan^ 
otna 'route* 

The  contention  of  the  GorerHment  is  tltat,-  prior  to  the 
ftxKsk  pmchasef  the  Umon  Pacific  and  Sfmtheni  fkcific  were 
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competing  systems  of  railroad  engaged  in  interstate  com- 
merce, and  acted  independently  as  to  a  large  amount  of  such 
carrying  trade,  and  that  since  the  acquisition  of  the  stock  in 
question  the  dominating  power  of  the  Union  Pacific  has 
eliminated  competition  between  these  two  systems,  and  that 
such  domination  makes  the  combination  one  in  restraint  of 
trade  within  the  meaning  of  the  first  section  of  the  act  of 
Congress  of  July  2,  1890,  and  the  transaction  an  attempt  to 
monopolize  interstate  trade  within  the  provisions  of  the 
second  section  of  the  act. 

In  view  of  the  recent  consideration  of  the  history  and 
meaning  of  the  act  (Standard  OU  and  Tobacco  cases^  221 
U.  S.  1  and  106,  respectively)  it  would  be  superfluous  to 
enter  upon  any  general  consideration  of  its  origin  and  scope. 
In  certain  aspects  the  law  has  been  thoroughly  considered 
and  its  construction  authoritatively  settled,  and  in  determin- 
ing the  present  controversy  we  need  but  [82]  briefly  re- 
state some  of  the  conclusions  reached.  The  act  applies  to 
interstate  railroads  as  carriers  conducting  interstate  com- 
merce, and  one  of  the  principal  instrumentalities  thereof. 
United  States  v.  Trans-Missouri  Freight  Association^  166 
U.  S.  290;  United  States  v.  Joint  Traffic  Association^  ITl 
n.  S.  505.  The  act  is  intended  to  reach  combinations  and 
conspiracies  which  restrain  freedom  of  action  in  interstate 
trade  and  commerce  and  unduly  suppress  or  restrict  the 
play  of  competition  in  the  conduct  thereof.  United  States 
V.  Joint  Traffic  Association^  supra.  In  that  case  an  agree- 
ment between  competing  interstate  railroads  for  the  purpose 
of  fixing  and  maintaining  rates  was  condemned. 

"It  is,"  said  the  court  (p.  571),  "the  combination  of 
these  large  and  powerful  corporations,  covering  vast  sec- 
tions of  territory  and  influencing  trade  throughout  the 
whole  extent  thereof,  and  acting  as  one  body  in  all  the 
matters  over  which  the  combination  extends,  that  coinsti* 
tutes  the  alleged  evil,  and  in  r^ard  to  which,  so  far  as 
the  combination  operates  upon  and  restrains  interstate  com- 
merce, Congress  has  power  to  legislate  and  Uy  prohibit" 

In  the  Northern  Securities  Co.  v.  United  States^  198  U.  8, 
197,  this  court  dealt  with  a  combination  differing  in  char- 
acter from  that  considered  in  ttie  Trana-Miasouri  and  Joint 
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Traffic  cases,  and  it  was  there  held  that  the  transfer  to  a 
holding  company  of  the  stock  of  two  competing  interstate 
railroads,  thereby  effectually  destroying  the  power  which 
had  theretofore  existed  to  compete  in  interstate  commerce, 
was  a  restraint  upon  such  commerce,  and  Mr.  Justice  Harlan, 
announcing  the  affirmance  of  the  Decree  of  the  Circuit  Court, 
said  (p.  887) : 

"  In  aU  the  prior  caaes  in  this  court  the  Antl-TYiist  Act  has  been 
construed  as  forbidding  any  combination  which  by  its  necessary 
operation  destroys  or  restricts  free  competition  among  those  engaged 
in  interstate  commerce;  in  [88]  other  words,  that  to  destroy  or  re- 
strict free  competition  in  interstate  commerce  was  to  restrain  such 
commerce.  Now,  can  this  court  say  that  snch  a  rule  is  prohibited  by 
the  Constitution  or  is  not  one  that  Congress  could  appropriately  pre- 
scribe when  exerting  its  power  under  the  commerce  clause  of  tlie 
Constitution?  Whether  the  free  operation  of  the  normal  laws  of 
competition  is  a  wise  and  wholesome  rule  for  trade  and  commerce  is 
an  economic  question  which  this  court  need  not  consider  or  deter- 
mine." 

Mr.  Justice  Brewer,  who  delivered  a  concurring  opinion, 
while  expressing  the  view  that  the  former  cases  were  rightly 
decided,  said  that  they  went  too  far  in  giving  the  reasons 
for  the  judgments,  and  declared  his  view  that  Congress 
only  intended  to  reach  and  destroy  those  contracts  which 
were  in  direct  restraint  of  trade,  unreasonable  and  against 
public  policy.  He  was  nevertheless  emphatic  in  condemn- 
ing the  combination  effected  by  the  Northern  Securities 
Company  and  the  transfer  of  stocks  to  it,  which  policy, 
he  declared,  might  be  extended  until  a  single  corporation 
with  stocks  owned  by  three  or  four  parties  would  be  in 
practical  control  of  both  roads,  or,  viewing  the  possibilities 
of  combination,  the  control  of .  the  whole  transportation 
system  of  the  country,  and,  in  concluding  his  concurring 
opinion,  said  (p.  363) : 

**It  must  also  be  remembered  that  under  present  conditions  a 
single  railroad  is,  if  not  a  legal,  largely  a  practical,  monopoly^  and 
the  arrangement  by  which  the  control  of  these  two  conqiettng  loads 
was  merged  in  a  single  corporation  broadens  and  extends  nrcii 
monopoly.  I  can  not  look  upon  it  as  other  than  an  unreasonabk* 
combination  in  restraint  of  interstate  ooramerce— one  in  conflict  with 
State  law  and  within  the  letter  and  spirit  of  the  statute  and  the  power 
of  Congress^"  ' 
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Of  the  Shennan  Act  and  kindred  statutes,  this  oourt, 
speaking  by  Mr.  Jtistiee  McKenna,  said  in  National  Cotton 
OU  Co.  V.  Texas,  1»7  U.  S.  115, 129: 

[84]  "According  to  them,  comiietltioii,  not  combination,  should  be 
the  law  of  trade.  If  there  is  evil  in  this,  it  Is  accepted  as  less  than 
0iat  which  ma|r  result  from  the  uniflcatico  of  Interest,  and  the  power 
such  unification  gives.  And  that  legislatures  may  so  ordain  this  court 
has  decided.  Vnited  State*  v.  B.  C.  Ki^ht  Co.,  156  U.  S.  1 ;  UMted 
atate$  V.  Tram^MUMoturi  Freight  At^datioHy  166  U.  S.  290;  VnUed 
States  ▼.  Joint  Tragic  AsiooMUm,  171  U.  S.  SOS;  Northern  Securities 
Co.  T.  VnitU  ata%ee,  108  U.  S.  107 ;  Swifi  A  Co.  t.  VrHteA  States,  IM 
U.  8.  875.** 

In  the  recent  discussion  of  the  history  and  meaning  of 
the  act  in  the  Standard  Oil  and  Tobacco  cases  this  court 
dedared  that  the  statute  should  be  given  a  reasonable  con- 
struction, with  ft  view  to  reaching  those  undue  restraints  of 
interstate  trade  which  are  intended  to  be  prohibited  and 
punished,  and  in  those  cases  it  is  clearly  stated  that  the  deci- 
sions in  the  former  cases  had  been  made  upon  an  application 
of  that  rule,  and  there  was  no  suggestion  that  they  had  not 
been  correctly  decided.  In  the  Tobacco  case,  after  referring 
to  the  previous  decision  in  the  Standard  Oil  case  and  the 
decisions  in  the  Trans-Missouri  and  Joint  TraflBc  cases,  the 
doctrine  was  tersely  summarized  by  the  Chief  Justice,  speak- 
ing for  the  court,  as  follows  (p.  179) : 

''Applying  the  rule  of  reason  to  the  construction  of  the  statute,  it 
was  held  in  the  Standard  Oil  case  that  as  the  words  'restraint  of 
trade '  at  conunon  law  and  in  the  law  of  this  country  at  the  time  of 
tlie  adoption  of  the  Anti-Trust  Act  only  embraced  acts  or  contracts 
or  agreements  or  combinations  which  operated  to  the  prejudice  of 
the  pubUc  interests  by  unduly  restricting  competition  or  unduly 
obstructing  the  due  course  of  trade  or  which,  either  because  of  tlieir 
inherent  nature  or  effect  or  because  of  the  evident  purpose  of  the 
acts,  etc.,  injurlouMy  restrained  trade,  that  the  words  as  used  in  the 
statute  were  designed  to  liave  and  did  have  but  a  lilce  significaiice. 
It  was  therefore  pointed  out  tiiat  the  statute  did  not  forbid  or  restrain 
[M]  the  power  to  make  normal  and  usual  contracts  to  further  trade 
by  reaorttng  to  aU  normal  methods,  whether  by  agreement  or  other- 
wise, to  accomplish  aattk  parpoee.  In  other  words,  it  was  held^  not 
Chat  acta  which  the  statute  prohiUted  orald  be  removed  from  the 
ioOBtrol  of  its  pnriilbitlons  by  a  flndiag  thai!  thcor  were  reasonable,  but 
iiiat  the  duty  to  interpret  which  inevitably  arose  feom  the  general 
character  of  the  term  restraint  of  trade  required  that  the  words 
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re8tritt»tt>f  trade  ahoiild  be  glTOD  a  mpaaing  wliiA  ipcmld  not  deatroy 

the  individual  right  to  contract  and  render  dlfflcolt  If  not  in^posalble 
any  movement  of  trade  in  the  channels  of  Interstate  commerce — ^the 
free  movement  of  which  it  was  the  purpose  of  the  statute  to  protect/* 

We  take  it,  therefore,  that  it  may  be  regarded  ae  settled, 
applying  the  statute  as  construed  in  the  decisions  of  this 
court,  that  a  combination  which  places  railroads  engaged  in 
interstate  commerce  in  such  relation  as  to  create  a  single 
dominating  control  in  one  corporation,  whereby  natural  and 
existing  competition  in  interstate  commerce  is  unduly  re- 
stricted or  suppressed,  is  within  the  condemnation  of  the 
act.  While  the  law  may  not  be  able  to  enforce  competition, 
it  can  reach  combinations  which  render  competition  imprac- 
ticable.  Swift  <b  Co.  V.  UnUed  States,  196  U-  S.  376. 

Nor  do  we  think  it  can  make  any  difference  that  instead 
of  resorting  to  a  holding  company,  as  was  done  in  the 
Northern  Securities  case,  the  controlling  interest  in  the 
stock  of  one  corporation  is  transferred  to  the  other.  The 
domination  and  control,  and  the  power  to  suppress  compe- 
tition, are  acquired  in  the  one  case  no  less  than  in  the  other, 
and  tixe  resulting  mischief,  at  which  the  statute  was  aimed, 
is  equally  effective  whichever  form  is  adopted.  The  statute 
in  its  terms  embraces  every  contract  or  combination,  in 
form  of  trust  or  oth^wise,  or  conspiracy  in  restraint  of 
trade  or  commerce.  This  court  has  repeatedly  [86]  held 
this  general  phrfiseology  embraces^  all  forma  of  combination, 
old  and  new.  ^  In  view  of  the  many  new  forms  of  contracts 
and  combinations,"  said  the  Chief  Justice  in  the  Standard 
Oil  case  (p.  59),  "which  were  being  evolved  from  existing 
economic  conditions,  it  was  deemed  essentia  by  an.  all- 
embracdng  enumeration  to  make  su];e  that  no  form  of  con- 
tract or  combination  by  which  an  undue  oestraint  of  inter- 
state or  foreign  conuneroe  was  brought  about  could  save 
such  restraint  from  condemnation."  A  more  effectual  form 
of  combination  to  secure  the  control  of  a  competing  railroad 
than  for  one  road  tp  acquire  a  dominating  stock  interest 
in  the  other,  could  hardly  be  conceived.  If  it  is  t^ie,  as 
contended  by  tl^e  QovemnUnt,  that  a  stock  interest  sufficient 
for. the  purpose  was  obtain/ed  in  tha.  Southern  Pacific  Com- 
pany, with  a.  vi(9w  to  secmriog  t}ie  control  of  that  cc^npany 
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and  thus  destroying  or  restricting  competition  with  the 
Union  Pacific  in  intei^ate  trade,  the  transaction  was  in 
our  opinion  within  the  terms  of  the  statute. 

That  the  purchase  was  legal  in  the  State  where  made 
and  within  corporate  powers  conferred  by  State  authority 
constitutes  no  defense,  if  it  contravenes  the  provisions  of 
the  Anti-Trust  Act,  enacted  by  Congress  in  the  exercise  of 
supreme  authority  over  interstate  commerce.  Northern  Se- 
curities Go.  V.  United  States^  mpra^  384;  Standard  Oil  Co. 
V.  United  States,  supra^  68;  United  States  v.  American  To- 
bacco Co.,  supra,  183. 

It  is  said,  however,  and  this  was  the  view  of  the  majority 
of  the  circuit  judges,  that  these  railroads  were  not  com- 
peting, but  were  engaged  in  a  partnership  in  interstate 
carriage  as  connecting  railroads,  and  it  was  further  said 
that  the  Southern  Pacific,  because  of  its  control  of  the  line 
from  Ogden  to  San  Francisco  and  other  California  points, 
was  the  dominating  partner.  A  large  amount  of  the  testi- 
mony in  this  voluminous  record  was  given  by  railroad  men 
of  wide  experience,  business  men  and  shippers,  who,  with 
[87]  practical  unanimity,  expressed  the  view  that  prior  to 
the  stock  purchase  in  question  the  Union  Pacific  and  South- 
ern Pacific  systems  were  in  competition,  diarp,  well-defined, 
and  vigorous,  for  interstate  trade.  To  compete  is  to  strive 
for  something  which  another  is  actively  seeking  and  wishes 
to  gain.  The  Southern  Pacific,  through  its  agents,  adver- 
tisements, and  literature,  had  undertaken  to  obtain  trans- 
portation for  its  "Sunset"  or  southerly  route  across  the 
continent,  while  the  Union  Pacific  had  endeavored  in  the 
same  territory  to  have  freight  lapped  by  way  of  its  own 
and  connecting  lines,  thus  securing  for  itself  'about  1,000 
miles  of  the  haul  to  the  coast. 

To  preserve  from  undue  restraint  the  free  action  of  com- 
petition in  interstate  commerce  was  the  purpose  which  con- 
trolled  Congress  in  enacting  this  statute,  and  the  coorts 
should  construe  the  law  with  a  view  to  effecting  the  object  ^ 
of  its  enactment. 

Competition  between  two  such  systems  consists  not  onl; 
in  making  rates,  Which,  so  far  ad  the  shippet  was  con 
cemed,  the  proof  shows,  were  by  agreemeht,'^ed  at  th 
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same  figure  whiehever  route  was  used  aiid  then  appor- 
tioned among  the  connecting  carriers  upon  a  basis  satisfac- 
tory to  themselves,  but  includes  the  character  of  the  service 
rendered,  the  accommodation  of  the  shipper  in  handling  and 
caring  for  freight  and  the  prompt  recognition  and  adjust- 
ment of  the  shipper's  claims.  Advantages  in  these  respects 
were  the  subjects  of  representation  and  the  basis  of  solici- 
tation by  many  active,  opposing  agencies.  The  maintenance 
of  these  by  the  rival  companies  promoted  their  business  and 
increased  their  revenues*  The  inducement  to  maintain  these 
points  of  advantage — low  rates,  superiority  of  service,  and 
accommodation — did  not  remain  the  same  in  the  hands  of 
a  single  dominating  and  common  ownership  as  it  was  when 
they  were  the  subjects  of  active  promotion  by  competing 
owners  whose  success  depended  upon  their  accomplishment. 

[88]  The  consolidation  of  two  great  competing  systems 
of  railroad  engaged  in  interstate  commerce  by  a  transfer 
to  one  of  a  dominating  stock  interest  in  the  other  creates  a 
combination  which  restrains  interstate  commerce  within 
the  meaning  of  the  statute,  because,  in  destroying  or  greatly 
abridging  the  free  operation  of  competition  theretofore 
existing,  it  tends  to  higher  rates.  United  States  v.  Joint 
Traffic  Associationy  supra^  577.  It  directly  tends  to  less 
activity  in  furnishing  the  public  with  prompt  and  efficient 
service  in  carrying  and  handling  freight  and  in  carrying 
passengers,  and  in  attention  to  and  prompt  adjustment  of 
the  demands  of  patrons  for  losses,  and  in  these  respects  puts 
interstate  commerce  under  restraint.  Nor  does  it  make  any 
difference  that  rates  for  the  time  being  may  not  be  raised 
and  much  money  be  spent  in  improvements  after  the  com- 
bination is  effected.  It  is  the  scope  of  such  combinations 
and  their  power  to  suppress  or  stifle  competition  or  create 
monopoly  which  determines  the  applicability  of  the  act. 
PearsaU  v.  Oreat  Northern  Railway  Co.^  161  U.  S.  646,  676; 
United  States  y.  JoifU  Traffic  Association^  supra. 

It  is  urged  that  this  competitive  traffic  was  infinitesimal 
when  compared  with  the  gross  amount  of  the  business 
transacted  by  both  roads,  and  so  small  as  only  to  amount 
to  that  incidental  restraint  of  trade  which  ought  not  to 
be  held  to  be  within  the  law;  but  we  think  the  testimony 
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amply  shows  that,  while  these  roads  did  a  great  deal  of 
business  for  which  they  did  not  compete  and  that  the  com* 
petitive  business  was  a  comparatively  small  part  of  the  sum 
total  of  all  traffic,  State  and  interstate,  carried  over  them, 
nevertheless  such  competing  traffic  was  large  in  volume, 
amounting  to  many  millions  of  dollars.  Before  the  transfer 
of  the  stock  this  traffic  was  the  subject  of  active  competi- 
tion between  these  fifystems,  but  by  reason  of  the  power 
arising  from  such  transfer  it  has  since  been  placed  under 
a  common  control.  It  was  by  no  means  a  [89]  negligible 
part,  but  a  large  and  valuable  part,  of  interstate  oommeroe 
which  was  thus  directly  affected. 

The  fact  that  the  Southern  Pacific  had  a  road  of  its 
own  from  the  Oulf  to  the  Pacific  coast  did  not  jH^vent 
competition  for  this  traffic.  The  Union  Pacific  and  its  con- 
nections were  engaged  in  the  same  carrying  trade,  and  as 
a  matter  of  fact  were  competing  for  that  trade,  by  all  the 
usual  means  of  competiti<m  resorted  to  by  rival  railroad 
systems.  As  this  court  said,  speaking  by  Mr.  Justice 
Holmes,  in  S'wift  <b  Co.  v.  United  StaieB^  supra^  898: 
^  Commerce  among  the  States  is  not  a  technical  legal  con- 
ception, but  a  practical  one,  drawn  from  the  course  of 
business.'*  That  commerce,  as  conducted  from  the  East  to 
the  Pacific  coast,  was  in  a  substantial  part  the  subject  mat- 
ter of  rivalry  and  competition  between  these  two  systems. 
Since  the  stock  transfer  the  companies  have  common  of* 
ficers  and  the  rival  soliciting  agencies  have  been  for  the  most 
part  abandoned. 

It  is  contended  that  the  Union  Pacific  was  but  a  con- 
necting road  and  really  had  no  line  to  San  Francisco,  but 
was  dependent  upon  the  Southern  Pacific  for  such  terms 
as  it  could  make  over  the  old  Central  Pacific  line  from 
Ogden  to  San  Francisco.  The  facts  disclose,  as  we  have 
already  said,  that  the  Union  Pacific  had  a  line  to  Portland 
by  way  of  the  Oregon  Short  Line  and  the  Oregon  Railroad 
&  Navigation  Company,  and  thence  to  Ban  Francisco  by 
steamboat  connection.  It  may  be  admitted  that  this  was 
a  much  longer  route  than  by  way  of  the  Ogden  connection, 
and  that  as  a  practical  matter  nearly  all  of  the  frei^t  in- 
tended for  San  Francisco  and  near-by  points  went  over  the 
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OgdoD  route,  neyerthele*^  the  Portland  route  w«6  «  f  actgr 
in  rate  making  to  the  coast,  and  the  testimony  shows  that 
the  Union  Pacific  and  the  Southern  Pacific,  up  to  the  time 
of  the  sale  of  the  stock,  had  been  working  for  many  years 
under  a  satisfactory  arrangement  as  to  rate&  It.  is  going 
too  far  to -say  that  the  Union  Pacific  was  entirely  at  the 
[90]  mercy  of  the  Southern  Pacific  in  making  rates  for 
freight  by  way  of  the  Ogden  connection  because  tbe  latter 
company  controlled  the  old  Central  Pacific  line  to  San 
Francisca  It  certainly  would  have  been  very  detrimental 
to  the  Southern  Pacific  to  have  declined  an  arrangement  fac 
the  carriage  of  freight  received  from  the  Union  Pacific  and 
its  connections  for  transportation  to  California  by  way  of 
the  Ogden  route.  The  traffic  manager  of  the  Southern 
Pacific  testified  that  the  division  of  the  through  rate  from 
Omaha  to  San  Francisco  has  been  the  same  sinoe  1870; 
that  he  thought  it  unfair  to  the  Southern  Pacific,  but  that 
it  was  the  beet  that  could  be  obtained  at  the  time.  One  of 
the  reasons  for  the  Central  Pacific  leasing  its  lines  to  the 
Southern  Pacific,  as  set  forth  in  the  lease,  was  that  the 
Union  Pacific  had  secured  control  of  (3^e  Oregon  Short 
Line  and  thereby  obtained  afi  outlet  to  the  Pacific,  other 
than  over  the  Central  Pacific,  ^^and  thus  in  that  respect 
placed  itself  in  oppositi<m  to  the  interests  of  the  Central 
Pacific,''  and  that  it  was  ^  not  only  to  the  best  interests  of, 
but  absolutely  necessary  that,  the  Central  Pacifio  Railroad 
Company,  in  order  to  maintain  itself  against  these  diver^ 
sions  (of  the  Union  Pacific  and  others),  should  be  operated 
in  connection  with  a  friendly  through  line  to  the  waters  of 
the  Atlantic." 

Nor  do  we  think  it  can  be  justly  said  that  because  of. 
the  connection  with  the  Rio  Grande  road  at  Ogden  the 
Southern  Pacific  was  in  position  to  discriminate  at  will< 
against  the  Union  Pacific  in  such  wise  as  to  greatly,  impair 
the  latter  road's  carrying  trade  upon  eaatbound  freight.  I^ . 
this  connection  it  is  said  that  since  the  consolidati<m,  not- 
withstanding the  former  published  rates  are  maintained,  tbe 
favoring  attitude  of  the  Southern  Pacific  to  the  Union 
Pacific  practically  destroyed  the  carrying  trade  from  Ogden 
to  the  East  for  the  Bio  Orande  system  iind  njBCBSMtatad  the. 
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construction  by  the  latter  road  of  a  nete  connection  for 
California  pointi^,  and  that  [91]  such  wotAd  Itave  been  the 
fate  of  the  Union  Pacific  upon  disagreement  as  to  rates 
with  the  Southern  Pacific.  In  reference  to  this  point  ^e 
think  it  is  pertinent  to  consider  the  acts  of  Congress  known 
as  the  Pacific  Railroad  Acts.  These  acts  required  the  two 
roads,  the  Central  Pacific  and  Union  Pacific,  to  be  "  operated 
and  used  for  all  purposes  of  communication,  travel,  and 
transportation,  so  far  as  the  public  and  Government  are 
concerned,  as  one  connected,  continuous  line''  (12  Stat.  4K9, 
496,  act  of  July  1,  1862,  c.  120,  §12),  and  in  such  operation 
and  use  ^  to  afford  and  secure  to  each  equal  advantages  and 
facilities  as  to  rates,  time,  and  transportation,  without  any 
discrimination  of  any  kind  in  favor  of  the  road  or  busi* 
ness  of  any  or  either  6f  said  companies,  or  adverse  to  the 
road  or  business  df  any  or  either  of  the  others  ♦  *  ♦  (18 
Stat.  866,  862,  act  of  July  2,  1864,  c.  216,  §  16).  They  also 
authorized  the  consolidation  of  the  roads.  These  acts,  it  is 
said,  are  only  intended  to  secure  the  permanent  physical 
connection  of  the  roads  and  to  provide  for  equal  accommo- 
dations upon  the  basis  of  independent  carriage,  and  outline 
no  method  by  which  the  two  roads  can  be  compelled  to 
make  a  joint  through  rate,  and  that  at  the  time  of  the  stock 
transfer  there  was  no  such  provision  in  the  Interstate  Com- 
merce Acts.  Therefore,  it  is  said  that  the  Union  Pacific,  no 
less  than  the  Rio  Grande,  would  have  been  practically  at 
the  mercy  of  the  Southern  Pacific  in  the  favorable  or  un- 
favorable treatment  which  might  have  been  accorded  to  it 
in  the  matter  of  through  business  to  be  transported  east- 
wardly.  The  purpose  of  Congress  to  secure  one  permanent 
road  to  the  coast  so  far  as  physical  continuity  is  concerned 
is  apparmt,  but  we  do  not  think  the  acts  stop  with  that 
requirement.  It  is  provided  that  facilities  as  to  rates,  time, 
and  transportation  shall  be  without  any  discrimination  of 
imy  kind  in  favor  of  either  of  said  companies  or  adverse  to 
the  road  or  business  of  any  or  either  of  the  others,  and  the 
purpose  of  Congress  [92]  to  secure  a  continuous  line  of 
r(»ad,  operating  from  the  Missouri  River  to  the  Pacific  coast 
as  one  road,  is  further  emphasised  in  the  act  of  Congress  of 
June  20j  1874,  c.  831^  18  Stat.  Ill,  making  it  an  offense  for 
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any  officer  or  agent  of  the  companies  authorized  to  construct 
the  roads  or  engaged  in  the  operation  thereof,  to  refuse  to 
operate  and  use  the  same  for  all  purposes  of  conmiunica- 
tion,  travel  and  transportation,  so  far  as  the  public  and 
Government  are  concerned,  as  one  continuous  line,  and  mak- 
ing it  a  misdemeanor  to  refuse,  in  such  operation  and  use, 
to  afford  and  secure  to  each  of  said  roads  equal  advantages 
and  facilities  as  to  rates,  time  and  transportation,  without 
any  discrimination  of  any  kind  in  favor  of  or  adverse  to 
any  or  either  of  said  compailies.  Such  practices  of  syste- 
matic and  preconcerted  discrimination  as  are  said  to  have 
destroyed  the  Rio  Grande's  carrying  trade  as  a  connection 
for  the  East  for  business  at  Ogden  would  have  violated  tihe 
statute  as  discriminations  adverse  to  the  Union  Pacific  and 
be  equally  violative  of  the  letter  and  spirit  of  the  acts  of 
C!ongress.  Certainly  such  discriminations  could  be  re- 
strained by  the  courts  {Union  Pacific  Raihoay  Co.  v.  Chi- 
cago^  Rock  Island  A  Pacific  Railway  Oo.^  163  U.  S.  664,  603, 
604),  and  might  possibly  have  resulted  in  a  forfeiture  of 
all  rights  under  the  acts  of  Congress.  The  obligation  te 
keep  faith  with  the  Government  continued,  as  did  the  legis-- 
lative  power  of  Congress  concerning  these  roads,  notwith- 
standing changed  forms  of  ownerslyp  and  organization. 
Union  Pacific  Railroad  Company  v.  MoBon  City  <&c.  RaU- 
road  Co.,  199  U.  S.  160. 

It  is  further  contended  that  the  real  purpose  in  acquiring 
the  stock  was  not  to  obtain  the  control  of  the  Southern 
Pacific  as  a  system,  but  to  secure  the  California  connection 
via  Ogden  and  to  avoid  the  situation  which  has  been  termed 
the  '^  bottling  up  "  of  the  Union  Pacific  at  that  point.  That 
process,  we  have  uiidertaken  to  show,  might  have  been  detri- 
mental to  the  Southern  Pacific  business  [98J  in  California, 
as  it  is  apparent  that  much  of  it  would  not  have  gone  over 
the  "  Sunset  *'  route  of  the  Southern  I^eific.  It  may  be  con- 
ceded, as  is  undoubtedly  the  fact,  that  the  connection  at 
Ogden  was  a  valuable  one,  the  one  practically  and  largely, 
if  not  exclusively,  used  in  ttie  transportetion  of  freight  to 
and  from  the  State  of'  California,  but  this  case  is  not  to 
be  decided  upon  the  theory  that  only  so  much  of  the  South- 
ern Pacific  system  as  operates  b^ween  Ogden  and  SsA 
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Francisco  }^  bem  acquired.  Conotding  lor  this  purpose 
that  it  might  have  been  legitimate,  had  it  been  practicable, 
to  acquire  the  California  connection. at  Ogden  over  the  old 
Central  Pacific  line,  we  must  consider  what  was  in  fact  done, 
and  that  was  the  purchase  of  the  controlling  interest  in  the 
entire  Southenji  Pacific  system,  consisting  of  ocean  and  river 
lines  with  a  mileage  of  about  3,500  miles  and  railroad  lines 
aggregating  over  8,000  miles,  together  forming  a  transpor- 
ti^tion  system  from  New  York  and  other  Atlantic  ports  to 
San  Francisco  and  Portland  and  other  Pacific  coast  points, 
with  various  branches  and  connections,  besides  a  steamship 
line  from  San  Francisco  to  Panama  and  from  San  Fran- 
cifico  to  the  Orient  and  a  half  interest  in  another  line  b^ 
tween  the  two  latter  points.  The  purchase  may  be  judged 
by  what  it  in  fact  accomplished,  and  the  natural  and  prob* 
able  consequences  of  that  which  was  done.  Because  it  would 
have  been  lawful  to  gain,  by  purchase  or  othwwise,  an 
entrance  into  California  over  the  old  Central  Pacific,  does 
npt.  render  it  legal  to  acquire  the  entire  system,  largely 
^gaged  in  interstate  commerce  in  competition  with  the 
purchasing  road. 

In  determining  the  validity  of  this  combination  we  have 
a  right  to  look  also  to  the  intent  and  purpose  of  those  who 
conducted  the  transactions  from  which  it  arose  and  to  the 
objects  had  in  view.  Svnft  <6  Co.  v.  United  Siate^j  supra, 
S96;  Ufdted  States  v.  St.  Louis  Terminal,  224  U.  S.  S88, 
395.  It  appears  that  at  the  time  the  Union  Pacific  was 
[94J  about  to  raise  the  means  to  effect  the  Southern  Pacific 
stock  purchase  it  authorized  the  issuance  of  $100,000,000 
of  bonds  ^^  for  ihe  purpose  of  meeting  present  and  future 
financial  requirements  of  the  company,"  provision  being 
made  for  the  use  of  the  proceeds  from  $40,000,000  of  this 
amount  in  the  purchase  of  the  Southern  Pacific  stock,  with 
no  designation  whatever  as  to  the  purpose  to  which  the 
balance,  $60,000,000,  should  be  implied.  It  is  said  that 
the  remaining  $60,000,000  were  intended  to  be  used  in  the 
acquisition  of  a  part  interest  in  the  railroad  syst^n  of  the 
Chicago,  Burlington  &  Quincy  Bailway  Company,  in  view 
of  the  imminent  probability  of  the  purchase  of  that  eya- 
tern  by  the  Northern  Pacific  Railway  Company  an4  the 
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Grant  Northern  BaUway  Company.  Ab  a  matter  of  fact^ 
the  Northern  Pacific  and  Great  Northern  having  each  se- 
cured a  half  interest  in  the  Burlington,  the  Union  Pacific 
did  acquire  a  large  amount  of  the  Northern  Pacific  stock 
with  this  $60,000,000.  The  failure  to  secure  control  of  the 
Northern  Pacific  by  acquiring  a  majority  of  its  common 
stock  resulted  in  the  formation  of  the  Northern  Securities 
Company,  tenninating  in  the  litigation  of  the  Northern 
Securities  case  and  the  judgment  of  this  court  reported  in 
193  n.  S.  197.  When  that  combinaticm  was  declared  illegal 
the  Union  Pacific  interests  undertook  to  compel  a  return 
of  the  Northern  Pacific  stock  which  they  had  turned  over 
to  the  Northern  Securities  Company  and  opposed  a.dis* 
tribution  among  the  stockholders  of  the  latter  company 
of  the  stock  6f  the  Northern  Pacific  Company  and  the  Great 
Northern  Company  which  had  been  put  into  the  combina- 
tion. That  attempt  waa  dealt  with  in  Harriman  v.  Northern 
SecuriHsM  Company^  197  U.  S.  244,  and  of  the  effect  of  the 
return  of  the  Northern  Pacific  stock  to  the  Union  Pacific 
interests  instead  of  the  distribution  of  the  stock  and  assets 
of  the  Northern  Securities  Company  among  its  stockholders 
this  court  said  (p.  297) : 

[9a]  '*It  is  clear  enough  that  the  delivery  to  complainants  of  a 
majority  of  the  total  Northern  Padflc  stock  and  a  ratable  distribu- 
tion of  the  remaining  assets  to  the  other  Securities  stockholders 
would  not  only  be  in  itself  inequitable,  but  would  directli  contravene 
the  object  of  the  Sherman  Law  and  the  purposes  of  the  Ctovernnient 
suit 

"The  Northern  Pacific  system,  taken  in  connection  with  the  Bur- 
lington system,  is  competitive  with  the  Union  Pacific  system,  and  it 
seems  obvious  to  us,  the  entire  record  considered,  that  the  decree 
sought  by  complainants  would  tend  to  smother  that  competition." 

In  view  of  the  testimony  we  think  the  evident  purpose  of 
issuing  the  $100,000,000  of  bonds  was  to  acquire  a  fund  to 
be  used  for  the  acquisition  of  the  stock  of  the  Southern 
Pacific,  a  great  competitive  system,  and  also  of  the  stocks  of 
other  competing  roads. 

After  acquiring  the  Southern  Pacific  stock,  Mr.  Harri- 
man, who  dominated  in  the  affairs  of  the  Union  Pacific, 
became  president  and  chairman  of  the  executive  commit- 
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tee  of  the  Smithem  Pacific  Company,  with  the  same  ample 
power  which  he  had  in  like  positions  in  the  Union  Pacific 
Company  and  the  companies  owned  and  controlled  by  it. 
l^ese  facts  cannot  be  lost  sight  of  in  determining  the  object 
and  scope  of  the  transaction  in  question,  which  resalted,  as 
we  have  said,  in  that  unified  control  which  has  in  its  power 
the  suppression  of  competition. 

But  it  is  said  that  no  such  control  was  in  fact  obtained ; 
that  at  no  time  did  the  Union  Pacific  acquire  a  majority 
of  the  stock  of  the  Southern  Pacific,  and  that  at  first  it 
acquired  but  thirty-seven  and  a  fraction  per  cent,  which  was 
afterward  somewhat  increased  and  diminished  until  about 
46  per  cent  of  the  stock  is  now  held.  In  any  event,  this 
stock  did  prove  sufficient  to  obtain  the  control  of  the  South- 
em  Pacific.  It  may  be  true  that  in  small  corporations  the 
holding  of  less  than  a  majority  of  the  stock  would  not 
amount  to  control,  but  the  testimony  in  this  case  is  [M]  ample 
to  show  that,  distributed  as  the  stock  is  among  many  stock- 
holders, a  compact,  united  ownership  of  46  per  cent  is  ample 
to  control  the  operations  of  the  corporation.  This  is  fi^nkly 
admitted  in  the  testimony  of  Mr.  Harriman,  the  prime 
mover  in  the  purchase  of  the  Southern  Pacific.  It  was  pur- 
chased, he  declared,  for  the  purpose  of  getting  a  dominating 
interest  in  the  Southern  Pacific  Company,  and,  he  added, 
the  Union  Pacific  did  thus  acquire  such  interest. 

Reaching  the  conclusion  that  the  Union  Pacific  thus  ob- 
tained the  control  of  a  competing  railroad  system  and 
thereby  effected  a  combination  in  restraint  of  trade  within 
the  meaning  of  the  ShermanAct,  the  question  remains,  What 
should  be  the  relief  in  such  circumstances?  The  remedies 
provided  in  the  statute,  generally  speaking,  were  said  by 
this  court  in  the  Standard  Oil  case,  supra,  to  be  two-fold  in 
character  (p.  78)  : 

"Ist  To  forbid  the  doing  In  the  future  of  acts  like  those  which 
we  have  found  to  have  been  done  In  the  past  which  would  be  Tiola- 
tlve  of  the  statute.  2nd.  The  exertion  of  such  measure  of  relief  as 
wUI  effectually  dissolve  the  combination  fonnd  to  exist  In  violation 
of  the  statute,  and  thus  neutraUze  the  extension  and  continually 
operating  force  which  the  possession  of  the  power  unlawfully  obtained 
has  brought  and  will  continue  to  bring  about*' 
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In  applying  this  general  rule  of  relief  we  must  deal  with 
each  case  as  we  find  it,  and  in  the  present  one  the  object 
to  be  attained  ia  to  restrain  the  operation  of  and  effectually 
terminate  the  combination  created  by  the  transfer  of  th^ 
stock  to  the  Union  Pacific  Company.  In  that  view  the 
decree  to  be  entered  in  tl^  District  Court  shall  provide 
an  injunction  against  the  right  to  vote  this  stock  while  in 
the  ownership  or  control  of  the  Union  Pacific  Company,  or 
any  corporation  owned  by  it,  or  while  held  by  any  cor- 
poration or  person  for  the  Union  Pacific  Company,  and 
forbid  any  transfer  or  disposition  thereof  in  such  wise  as 
[97]  to  continue  its  control,  and  shall  provide  an  injunction 
against  the  payment  of  dividends  upon  «uch  stock  while 
thus  held,  except  to  a  receiver  to  be  appointed  by  the  Dis- 
trict Court  to  collect  and  hold  such  dividends  until  disposed 
of  by  the  decree  of  the  court. 

As  the  court  below  dismissed  the  Government's  bill,  it  was 
unnecessary  there  to  consider  the  dispositicm  of  the  shares  of 
stock  acquired  by  the  Union  Pacific  Company,  which  acqui- 
sition^ we  hold,  constituted  an  unlawful  combination  in  vio- 
lation of  the  Anti-Trust  Act.  In  order  to  effectually  con- 
clude the  operating  force  of  the  combination  such  disposi- 
tion shaU  be  made  subject  to  the  approval  and  decree  of  the 
District  Court,  and  any  plan  f  oi^  the  dispositicm  of  this  stock 
must  be  such  as  to  effectually  dissolve  the  imlawful  combi- 
nation thus  created.  The  court  shall  proceed,  upon  the  pres- 
entation of  any  plan,  to  hear  the  Government  and  defend- 
ants, and  may  bring  in  any  additional  parties  whose  presence 
may  be  necessary  to  a  final  disposition  of  the  stock  in  con- 
formity to  the  views  herein  expressed. 

As  to  the  suggestion  made  at  the  oral  argument  by  the 
Attorney  (general,  in  response  to  a  query  from  the  court 
as  to  the  nature  of  the  decree,  that  one  might  be  entered 
which,  while  destroying  the  unlawful  combination  in  so  far 
as  the  Union  Pacific  secured  control' of  the  competing  line 
of  road  extending  from  New  Orleans  and  Galveston  to  San 
Francisco  and  Portland,  would  permit  the  Union  Pacific 
to  retain  the  Central  Pacific  connection  from  Ogden  to  San 
Francisco  and  thereby  to  control  that  line  to  the  coast,  thus 
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effecting  Bodi  a  oontinaity  of  the  Unkoi  Paeifie  and  Ceatral 
Pacific  from  the  Miaeouri  Biver  to  San  Francisa)  as  was 
contemplated  by.  the  acts  of  CiongreflB  under  which  they 
were  conatructed^  it  should  be  said  that  nothing  herein  shall 
be  considered  as  preventing  the  OoTemment  or  any  party 
in  interest,  if  so  desiring,  tcom  presenting  to  the  District 
Court  a  plan  for  accomplishing  [68J  this  result,  or  as  pre- 
venting it  from  adopting  and  giving  effect  to  any  audi  plan 
so  presented. 

Any  plan  or  plans  shall  be  presented  to  the  District 
Court  within  three  months  from  the  reoeipt  of  the  mandate 
of  this  court,  failing  which,  or,  upon  the  rejection  by  the 
court  of  plans  submitted  within  such  time,  the  court  shall 
proceed  by  receivership  and  sale,  if  necessary,  to  dispose  of 
such  stock  in  such  wise  as  to  dissolve  such  unlawful  com* 
bination. 

The  Government  has  appealed  from  the  decree  which 
is  a  general  one  dismissing  the  bill.  So  far  as  ooncems  the 
attempt  to  acquire  the  Northern  Pacific  stock  and  the  stock 
of  the  Atchison,  Topeka  A  Santa  Fe  Railway  Company, 
afterwards  abandoned,  and  a  certain  interest  in  the  San 
Pedro,  Los  Angeles  A  Salt  Lake  Bailroad  Company,  and 
other  features  of  the  case  which  were  dealt  with  and  dis- 
posed of  by  the  decree  and  opinion  of  the  court  briow,  it 
is  sufficient,  without  going  into  these  matters  in  detail,  to 
say  that  as  to  them  we  find  no  reason  to  disturb  the  action 
of  the  court  below,  but  for  the  reasons  stated  the  decree 
should  be  reversed  and  one  entered  in  conformity  to  the 
views  herein  expressed,  so  far  as  concerns  the  acquisition 
of  the  Southern  Pacific  stock. 

Beversed  in  part,  the  District  Couit  to  retidn  its  jurisdic- 
tion to  see  that  the  decree  above  outlined  is  made  effectual. 

Mr.  Justice  Van  Devanter  took  no  part  in  the  hearing 
or  determination  of  this  case. 
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UNITED  STATES  v.  UNION  PACIFIC  RAILROAD 
COMPANY.* 

KOnON  AS  TO  FORM  OF  MANDATE. 

No.  440.     Submitted  December  19,  1912.— Decided  January  d,  1918. 

[226  U.   S.   4T0.) 

Each  caae  under  the  Sherman  Act  must  stand  upon  Its  own  facts  and 
this  court  will  not  regard  the  methods  provided  in  decrees  of  other 
cases  as  precedents  necessarily  to  be  followed  where  a  diiferent 
situatloa  is  presented  for  oonalderatloa* 

The  ultimate  determinatioii  of  the  affairs  of  a  c«rpoiral1on  tests  wtUi 
its  stockholders  and  arises  from  their  power  to  choose  the  govern- 
ing board  of  directors ;  and  this  court  will  not  approve  a  method  of 
distributing  stock  of  a  railroad  company  held  by  a  competitor  so 
that  the  natural  result  will  be  that  a  majority  of  the  governing 
boards  of  both  roads  shall  consist  of  the  same  persons. 

In  this  case  it  is  not  impossible  under  the  plan  pn(»posed  that  this 
TesoU  wfll  happen  and  therefore  it  is  iM»t  approved. 

The  main  purpose  of  the  Sherman  Anti-Trust  Act  is  to  forbid  comlb^ 
nations  and  conspiracies  in  undue  restraint  of  interstate  trade  and 
to  end  them  by  as  effectual  means  as  the  court  may  provida 

A  court  of  equity  dealing  with  an  illegal  combination  should  con- 
serve the  property  interests  involved,  but  never  in  suck  wls^  as  to 
saorifloe  the  purpose  of  the  statute. 

Without  prediidlng  the  District  Oourt  from  considering  a|l  plans 
submitted  as  provided  by  the  former  (Hi^inlon  and  the  decree  {ante, 
p.  61)  this  court  now  holds  that  a  transfer  of  the  stock  of  the 
Southern  Pacific  Company  to  the  stockholders  of  the  XTnion  Pacific 
Railroad  Company  would  net  so  ^l^ctually  end  the  combinatimi  as 
to  comply  with  the  decree. 

£67  L.  Bd.  306.«] 

(Anaair-aiiDeMSira^-OoxKUffOB  wmt  DBOHD«-^Dissounm>ii  or 
MMOKH.T.— The  unlawf id  combinatton  found  by  the  Federal  Su- 
preme Court  to  exist  as  the  result  of  the  acquisition  by  the  Union 

•fV>r  prior  oplMons  (168  Fed.  162),  see  ani^  page  808;  (226  U.  8. 
61),  see  amie,  page  662. 

»SyUabua  ooffiertightBA,  1802,  1108,  by  The  Banks  Law  ^blkihing 
Company. 

^The  paragraph  following,  in. brackets,  is  the  syllabus  of^the  case 
as  reported  in  volume  97,  i>age  806,  Lawyers  BkHtion,  Supreibe  Cbatt 
Re|)ort&  Oopyrii^ted  1912, 1918,  h$  The  Lawfera*  ChHvieratlve.  Biii- 
lishlng  Company. 
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PadflC'  Railroad  Oompany,  ttirengh  a  mitoMiafy  oorporalloii,  of 

46  per  cent  of  the  capital  stock  of  the  Southern  Pacific  Company, 
for  the  purpose  of  obtaining  the  dominating  control  of  the  entire 
Southern  Pacific  system,  wfU  not  he  so  effectually,  ended  as  to  com- 
ply with  the  court's  decree  by  a  sale  of  such  shares  to  the  share- 
holders of  the  Union  Pacific  Bailroad  Company  substantially  in 
proportion  to  their  respective  holdings,  cw  by  a  distribution  thereof 
by  dividend  to  such  shareholders. 

For  other  cases,  see  Appeal  and  Error,  JX,  i;  IX,  1,  in  Digest 
Sup.  Ct.  1908.] 

The  facts,  which  mvolTe  the  method  of  effectually  die- 
solying  a  combination  found  to  be  illegal  onder  the  Sher- 
man Anti-Trust  Act,  are  stated  in  the  opinion. 

The  Attorney  General  for  the  United  States. 

Mr.  John  C.  Spooner^  Mr.  John  O.  Mitburny  Mr.  Max- 
weU  Evart8  and  Mr.  N.  H.  Loomia  for  appellees,  Union 
Pacific  Bailroad  Company  and  Oregon  Short  Line  Railroad 
Company. 

[471]  Mr.  Justice  Day  delivered  the  opinion  of  the  court. 

On  December  2,  1912,  thi$  court  handed  down  an  opin- 
ion and  remanded  this  case  to  the  District  Court  of  the 
United  States,  whence  it  came,  with  instouctions  to  enter 
a  decree  which  would  provide  an  injunction  as  to  voting  the 
stock  of  the  Southern  Pacific  Company  acquired  by  the 
Union  Pacific  Bailroad  Company,  and  directed  the  court  to 
further  hear  the  parties  in  order  to  make  a  decree  effectually 
concluding  the  operating  force  of  the  combination  created 
by  the  purchase  of  the  Southern  Pacific  Company's  stock, 
l^e  parties  ^ere  given  tiiree  months  from  the  reoaipt  of  the 
mandate  of  this  court  by  the  District  Court  to  propose  plans, 
and  it  was  directed  that  any  one  adopted  by  the  court  ^buld 
be  such  as  would  effectually  dissolve  the  unlawful  combina- 
tion. 

The  mandate  of  this  court  n6t  harving  issued,  on  December 
19, 1912,  a  motion  was  made  in  which  the  Attorney  General 
of  the  United  States  and  counsel  for  the  appellees  the  Union 
Pacific  Bailroad  Company  and  the  Or^on  Short  line  Bail- 
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road  C!ompany  (the  latter  holding  the  stock  for  the  Union  Pa- 
cific Company)  joined  in  asking  this  court,  "  to  instruct  the 
United  States  District  Court  for  the  District  of  Utah,  by  a  pro- 
vision incorporated  in  the  mandate  of  this  court,  when  issued, 
or  otherwise,  whether  or  not  a  sale  of  the  Southern  Pacific 
Company  shares  held  by  said  appellees  to  the  shareholders 
of  appellee  Union  Pacific  Railroad  Company,  substantially 
in  proportion  to  their  respective  holdings,  or  a  distribution 
thereof  by  dividend  to  the  Union  Pacific  stockholders  en- 
titled to  such  dividend,  would,  in  the  opinion  of  this  court, 
constitute  a  disposition  of  said  shares  in  compliance  with 
the  opinion  herein  filed  on  December  2,  1912." 

In  pursuance  of  the  request  thus  preferred  by  the  United 
States  and  the  appellees  named,  it  becomes  necessary  now  to 
determine  whether  the  distribution  or  sale  pro[473Jposed 
of  the  Southern  Pacific  Company's  shares  will  comply  with 
the  decree  ordered  to  be  entered  by  the  former  opinion  of 
this  court. 

The  Southern  Pacific  Company's  stock,  held  by  the  Ore- 
gon Short  Line  Company  for  the  Union  Pacific  Company, 
amounts  to  $126,650,000,  par  value,  in  shares  of  $100  each, 
and  constitutes  46  per  cent  of  the  Southern  Pacific  Com- 
pany's stock,  enough,  as  we  have  heretofore  found,  to  effec- 
tually control  the  Southern  Pacific  Company.  As  stated  by 
the  appellees,  the  Union  Pacific  Company  has  outstanding 
$99,569,300,  par  value,  of  preferred  stock  and  $216,646,800, 
par  value,  of  common  stock,  all  in  shares  of  $100  each, 
amounting  in  all  to  $316,215,600,  and  also  has  outstanding 
$37,000,000  of  bonds  convertible  into  stock,  and  the  appellees 
further  state  that  its  stock  is  distributed  among  over  22,000 
holders.  •  ' 

It  is  contended  on  behalf  of  the  appellees  that  the  dis- 
tribution of  the  Southern  Pacific  Company's  stock,  held,  as 
we  have  stated,  by  the  Oregon  Short  Lin«  Company  for 
the  Union  Pacific  Company,  among  6o  many  stockholders 
will  effectually  conclude  the  combination  decreed  to  be  ended 
by  the  former  oi^der  of  the  court.  It  is  insisted  that  such 
distribution  will  prevent  the  continued  operation  of  the  com- 
bination for  the  control  of  the  Southern  Pacific  Company  by 
96825*— VtoL  4— It— 44 
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a  competing  company,  which  the  Union  Pacific  Company 
was  found  to  be,  and  that  it  is  authorized  under  the  practice 
in  respect  to  such  decrees  as  settled  by  the  previous  de- 
cisions of  this  court  in  affirming  the  decree  of  the  Circuit 
Court  in  Northern  Securities  Co,  v.  United  States^  198  U.  S. 
197,  and  Harriman  v.  Northern  Securities  Co.^  197  TJ.  S. 
244,  and  the  decree  of  the  Circuit  Court  in  Standard  Oil 
Co.  V.  United  States^  221  U.  S.  1. 

In  the  Northern  Securities  Company  case,  after  provid- 
ing for  orders  of  injunction  to  prevent  the  continued  opera- 
tion of  the  Northern  Securities  Company,  which  [4731  con- 
trolled the  Northern  Pacific  Railway  Company  and  the 
Great  Northern  Railway  Company,  it  was  provided  (p. 
355): 

'*But  nothing  herein  contained  shaU  ^  construed  as  prohibiting 
the  Northern  Securities  Company  from  returning  and  transferring 
to  the  Northern  Pacific  Railway  Company  and  the  Great  Northern 
Railway  Company,  respectively,  any  and  all  shares  of  stock  in  either 
of  said  railway  companies  which  said,  the  Northern  Securities  Com- 
pany, may  have  heretofore  received  from  such  stockholders  in  ex- 
change for  its  own  stock;  and  nothing  herein  contained  shall  be 
construed  as  prohibiting  the  Northern  Securities  Company  from  mak- 
ing such  transfer  and  assignments  of  the  stock  aforesaid  to  such 
person  or  persons  as  may  now  be  the  holders  and  owners  of  its  own 
stock  originally  issued  in  exchange  or  in  payment  tor  the  stO(A: 
<daimed  to  have  been  ac^iuired  by  it  in  the  aforesaid  raUway  com- 
panies." 

Upon  the  affirmation  of  this  decree  by  this  court  in  193 
U.  S.  197,  the  Northern  Securities  Company  proceeded  to 
pednce  its  outetaiiding  capital  stock  from  $395,400,000  to 
$8^954,000,  providing  for  such  reduction  by  requiring  each 
holder  to  surrender  to  the  company  for  retirement  99  per 
cctnt  of  the  shares  held  by  him,  and  upon  surrender  by  a 
stockholder  the  company  nsBigned  and  transferred  to  him 
proportionate  amounts  of  the  stock  of  the  Northern  Pacific 
Company  and  Great  Northern  Company  which  had  been 
placed  with  the  Northern  Securities  Company,  the  holding 
company,  for  the  purpose  of  creating  the  combination,  which 
the  court  had  held  to  be  illegal,  and  this  plan  of  distribu- 
tion was  approved  by  this  court  in  197  U.  S.  244.  In  other 
words,  the  stock  of  the  holding  company  was  reduced  and 
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the  surplus  of  assets  created  by  such  reduction,  the  stock  of 
the  Northern  Pacific  Company  and  the  Oreat  Northern 
Company  was  distributed  among  the  stockholders  of  the 
Northern  Secu[474:]rities  Company,  thereby  effectually  end- 
ing the  combination. 

In  the  Standard  Oil  Company  case  the  majority  of  the 
stock  of  nineteen  oil  companies  had  been  placed  in  the  c(m- 
trol  of  a  holding  company,  the  Standard  Oil  Company  of 
New  Jersey,  with  a  capital  stock  of  $100,000,000,  the  stock 
of  the  latter  corporation  being  issued  to  the  holders  of  the 
stock  in  the  nineteen  companies  in  exchange  for  their  stock. 
This  holding  company  was  held  to  be  a  combination  and 
conspiracy  in  restraint  of  trade  and  commerce,  and,  after 
awarding  injunctions,  it  was  provided: 

*'But  the  defendants  are  not  i>rohihited  by  this  decree  from  dis- 
tributing ratably  to  the  sliareholders  of  the  principal  company  the 
shares  to  which  they  are  eqnitably  entitled  in  the  stocks  of  the  de- 
fendant corporations  that  are  parties  to  the  combination." 

It  is  evident  in  that  case,  as  in  the  Northern  Securities 
Company  case,  that  the  distribution  of  the  shares  and  stocks 
of  the  subsidiary  companies,  parties  to  the  combination, 
among  the  shareholders  of  the  Standard  Oil  Company  of 
New  Jersey,  was  to  end  the  combination  which  had  been 
decreed  to  be  in  violation  of  law,  and  prevent  the  continued 
control  of  the  subsidiary  companies  by  the  holding  com- 
pany. 

As  was  said  in  the  opinion  filed  in  this  case,  however, 
each  case  under  the  Sherman  Act  must  stand  upon  its  own 
facts,  and  we  are  unable  to  regard  the  decrees  in  the  North- 
em  Securities  Company  case  and  the  Standard  Oil  Com- 
pany case  as  precedents  to  be  followed  now,  in  view  of  the 
different  situation  presented  for  consideration. 

The  Southern  Pacific  Company's  stock  was  mainly  pur- 
chased from  private  parties,  legatees  of  the  Huntington 
estate,  and  it  is  evident  that  it  is  impossible  to  restore  the 
8tatii8  quo  by  the  return  of  such  stock  to  the  persons  from 
whom  it  was  purchased  upon  such  vendors  refundii^g  the 
purchase  money. 

[475]  The  plan  proposed  in  the  present  motion  of  dis- 
tributing th^  stock  among  the  shareholders  of  the  Union 
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Pacific  Company  or  of  selling  it  to  such  shareholders  will 
in  effect  transfer  the  stock  from  the  Oregon  Short  Line 
Company,  which  now  holds  it  for  the  Union  Pacific  Com- 
pany, to  the  stockholders  of  the  latter  coinpany,  who  own 
and  control  that  company.  Upon  the  face  of  it,  this  would 
seem  to  be  a  proposition  to  perpetuate  the  domination  and 
control  of  the  Union  Pacific  Company  over  the  Southern 
Pacific  Company^  because  of  the  power  given  to  the  Union 
Pacific  Company's  stockholders  to  choose  the  directors  of 
the  Southern  Pacific  Company.  The  ultimate  determina- 
tion of  the  affairs  of  a'corporation  rests  with  its  stockholders 
and  arises  from  their  power  to  choose  the  goveminf  board 
of  directors.  Unless  otherwise  provided  by  law,  the  stock- 
holders may  authorize  the  board  of  directorss '  to  delegate 
to  an  executive  committee  the  authority  to  do  any  and 
all  acts  which  the  directors  are  authorized  to  do.  The  ex- 
ecutive committee  thus  derives  its  authority  from  the  stock- 
holders through  the  board  of  directors.  Union  Pacific  RaH- 
way  Co,  V.  Chicago^  Rock  Island  <&  Pacific  Railway  Co.^ 
168  U.  S.  564,  597.  In  the  present  case  the  record  discloses 
this  mode  of  management  of  both  the  Southern  Pacific  Com- 
pany and  the  Union  Pacific  Company,  and,  since  1905,  as 
the  proof  shows,  a  majority  of  both  executive  committees 
consisted  of  the  same  persons  and  Mr.  Harriman  was  chair- 
man of  both  committees. 

It  is  contended  for  the  appellees,  however,  that,  in  view 
of  the  great  number  of  widely  scattered  stockholders  of  the 
Union  Pacific  Company,  there  is  no  probability  of  their 
acting  together  to  continue  the  control  of  the  Union  Pacific 
Company  over  the  Southern  Pacific  Company.  Indeed, 
this  is  said  to  be  impossible.  Btit  we  are  unable  to  accede 
to  this  contention.  Bearing  in  mind  the  object  of  the  stat- 
ute to  end  such  combinations  and  the  duty  of  |476J  the 
courts  in  dealing  with  them  to  make  such  decrees  as  will 
most  thoroughly  effectuate  that  purpose,  it  is  not  consistent 
with  that  end  to  order  such  distribution  of  the  stock  as  may 
fail  to  diiscontinue  the  control  denounced,  and  as  in  all  prob- 
ability will  fail  to  efficiently  enforce  the  statute.  It  is  by 
no  means  improbable,  but  quite  likely,  that,  if  the  stock 
Was  transferred  to  the  stockholders  of  the  Union  Pacific 
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Company  by  distribution  among  th^ri,  the  large  stock- 
holders oonld,  by  purchases  and  transfers  of  the  stock,  get 
into  their  own  hands  the  power  of  choosing  directors  of 
both  companies,  and  thus,  though  in  a  differ^it  manner,  the 
Southern  Pacific  Company  would  continue  to  be  in  the  prac- 
tical control  of  the  Union  Pacific  Company,  which  has  been 
found  to  be  a  rival  and  competing  company  within  the  mean- 
hig  of  the  law.  So  of  the  privilege  of  sale  to  the  stockholders 
in  propiH'tion  to  the  amount  of  their  holdings* 

In  considering  these  qUestk>ns  we  must  bear  in  mind  not 
only  the  number  of  stockholders,  but  the  character  of  the 
distribution  of  the  stock  amor^  them.  In  the  brief  and 
exhibits  of  the  appellees  filed  with  this  motion  it  -is  shown 
that  of  the  22,150  stockholders  of  the  Union  Pacific  Com- 
pany, 68,  owning  5,000  or  more  shares  each,  hold  together 
$189,782,700  of  the  stock  and  300  otheris,  owning  irdm  1,000 
to  5,000  shares  each,  hold  tc^ther  $59,01^0,700  of  the  stock, 
and  that  the  two  groups  (comprising  368  stockholders)  hold 
$198,803,400,  or  62.8  per  cent,  of  the  stock,  while  the  remain- 
ing stockholders  (21,782)  control  only  $117,412^00  6f  the 
stock.  Many  small  shareholders  might  not  wish  to  pur- 
chase the  Southern  Pacific  Company's  stock,  and  the  privi- 
lege might  be  readily  acquired  from  them  by  the  larger  and 
more  active  interests  vested  in  the  hands  of  the  large  stock- 
holders, and  thus  again  the  condition  forbidden  be  created 
and  perpetuated. 

The  main  purpose  of  the  act  is  to  forbid  combinations 
and  conspiracies  in  undue  restraint  of  trade  or  tending  to 
[477]  monopolize  it,  and  the  object  of  proceedings  of  this 
character  is  to  decree,  by  as  effectual  means  as  a  court  may. 
the  end  of  such  unlawful  combinations  and  conspiracies. 
So  far  as  is  consistent  with  this  purpose  a  court  of  equity 
dealing  with  such  combinations  should  conserve  the  prop- 
erty interests  involved,  but  never  in  such  wise  as  to  sacrifice 
the  object  and  purpose  of  the  statute.  The  decree  of  the 
courts  must  be  faithfully  executed  and  no  form  of  dissolu- 
tion be  permitted  that  in  substance  or  effect  amounts  to  re- 
storing the  combmation  whichi  it  was  the  purpose,  of  the 
decree  to  terminate. 
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In  rejecting  the  plan  for  the  transfer  of  thfe  Southern 
Pacific  Company's  stock  held  for  the  Union  Pacific  Ckim- 
pany,  either  by  distribution  or  sale  to  the  stockholders  of 
the  Union  Pacific  Ciompany,  we  do  not  mean  to  preclude  the 
District  Court  from  considering  and  acting  upon  plans 
«7hich  may  be  submitted  to  it  under  the  former  opinion  and 
decree  of  the  court  We  are  of  opinion,  however,  and  now 
hold  that  the  proposed  plan  of  disposition  of  the  entire 
stock  holding  of  the  Union  Pacific  Company  in  the  South- 
ern Pacific  Company  by  transfer  to  the  stockholders  of  the 
Union  Pacific  Company  will  not  so  effectually  end  the  com- 
bination as  to  comply  with  the  decree  heretofore  ordered  by 
this  court  to  be  entered. 

So  ordered. 

Mr.  Justice  Van  Dbvantbr  took  no  part  in  the  hearing 
or  determination  of  this  motion. 


UNITED  STATES  v.  READING  COMPANY. 

TEMPLE  IRON  COMPANY  v.  UNITED  STATES. 

READING  COMPANY  v.  UNITED  STATES.^ 

APPEALS  FROM  THE  CmCUrr  COURT  OF  THE  UKrTED  STATES  FOR 
THE  EASTERN  DISTRICT  OF  PENNSTLYANIA. 

Nos.  19S,  206,  217.    Arguerl  Otober  10,  11,  1911.— Decided  December 

IS,  1912. 

[226  U.  S.  324.1 

Tbe  United  States  filed  a  bill  to  enforce  tbe  provisions  of  the  Sher- 
man Anti-Trust  Act  of  July  2,  1890,  against  an  alleged  combination 
of  railroad  and  coal  mining  companies  formed  to  restrain  competi- 
tion in  the  production,  sale,  and  transportation  In  interstate  com- 
merce of  anthracite  coal.  The  bill  alleged  a  general  combinaticMi 
throagh  an  agreement  between  the  carrier  defendants  to  apportion 

«For  opinion  of  the  Circuit  Court  (183  Fed.  427),  see  volume  3. 
page  866. 

For  opinion  of  the  Supreme  Court  modifying  mandate  (227  U.  S. 
158),  see  poMt,  page  789. 

For  opinion  of  the  District  Cour«,  in  later  case  (226  Fed.  229)  see 
volume  6,  page  290. 
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the  ooal  tonnage  between  tbemselves  on  a  scale  of  percentages;  a 
combination  through  the  medium  of  one  of  the  mining  companies 
to  prevent  the  construction  of  a  new  competing  coal  carrying  road 
from  the  anthracite  district  to  tidewater ;  a  combination  by  a  series 
of  Identical  contracts  with  independent  coal  operators  for  sale  of 
their  total  product ;  and  certain  contributory  combinations  between 
some  but  not  all  of  the  defendants.  The  bill  was  filed  prior  to  the 
enactment  [826]  of  the  Commodities  Clause  of  the  Hepburn  Act  of 
June  29,  1906.    Held  that:« 

Any  relief  against  a  continuance  of  the  transportation  of  carrier 
owned  coal  under  the  Commodities  Clause  must  be  sought  In  a 
proceeding  based  upon  that  act  and  can  not  be  obtained  in  this 
suit 

On  the. record  in  this  case,  this  court  agrees  with  the  court  below 
that  the  Qovernment  has  failed  to  show  any  contract  or  combina- 
tion for  the  distribution  of  coal  tonnage  between  themselves. 

The  defendants  did  combine  to  unreasonably  restrain  Interstate  com* 
merce  in  violation  of  the  Sherman  Antl-Tmst  Act  through  the 
Temple  Irod  Compaoy  to  prevent  the  coostructloa  of  the  compet- 
ing coal-carrying  railroad. 

Although  a  combination  has  succeeded  in  accomplishing  one  of  the 
purposes  for  which  it  was  formed,  if  it  is  still  an  efficient  agency  to 
prevent  competition  in  other  methods,  the  court  may  proceed  to 
Judgment  and  decree  its  dissolution. 

A  disclaimer  on  the  part  of  defendants  of  power  of  any  one  of  them  to 
control  business  of  the  others  cannot  detract  from  the  significance 
of  documentary  evidence  bearing  on  the  relations  of  the  defend- 
ants to  each  other. 

Although  separate  acts  of  the  defendants  may  be  legal  under  the 
State  law  when  considered  alone,  they  may,  when  taken  together, 
become  parts  of  an  Illegal  combination  under  the  Anti-Trust  Act 
which  it  is  the  duty  of  the  court  to  dissolve. 

Acts  absolutely  lawful  may  be  steps  in  a  criminal  plot  Aikena  v. 
WUcamin,  195  U.  S.  208. 

While  no  one  of  a  number  of  contracts  considered  severally  may  be  in 
restraint  of  trade,  each  of  a  series  of  innocent  contracts  may  be  a 
step  In  a  concerted  criminal  plot  to  restrain  interstate  trade,  and 
if  so,  may  thereupon  become  unlawful  under  the  Anti-Trust  Act 
Swift  4  Co.  V.  Vnited  States,  196  U.  S.  375. 

In  this  case  held  that  a  series  of  identical  contracts  between  inter- 
state carriers  with  a  great  majority  of  the  independent  coal  oper- 
ators to  mai^et  all  the  coal  of  the  latter  for  all  time  at  an  agreed 
percentage  of  tidewater  price  were  all  parts  of  a  concerted  scheme 
to  control  the  sale  of  the  Independent  output  and  were  unreason- 

« Syllabus  copyrighted  1912,  1918,  by  The  Banks  Law  Publishing 
Oompaoy. 
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able  contracts  In  restraint  of  Interstate  trade  within  the  prohibition 
of  the  Sherman  Act. 

Where,  as  In  this  case,  purchase  and  delivery  within  a  State  is  but 
one  step  in  a  plan  and  purpose  to  control  and  dominate  trade  and 
commerce  In  other  States  for  an  illegal  purpose,  it  is  an  interference 
with  and  restraint  of  interstate  commerce.  Loewe  v.  Laioler,  208 
V.  S.  274. 

While  the  Sherman  Act  does  not  forbid  or  restrain  the  power  to  make 
[826]  usual  and  normal  contracts  to  further  trade  through  normal 
methods,  whether  by  agreement  ot  otherwise.  Standard  OU  Co.  v. 
United  States,  221  U.  S.  1,  it  does  forbid  contracts  entered  into  ac- 
cording to  a  concerted  scheme,  as  In  this  case,  to  unduly  suppress 
competition  and  restrain  freedom  of  commerce  among  the  States. 

While  the  law  may  not  compel  competition,  It  may  remove  illegal 
barriers  resulting  from  illegal  agreements,  such  as  those  involved 
in  this  case,  which  make  competition  impracticable. 

Whether  a  particular  act  or  agreement  is  reasonable  and  normal  or 
unreasonable  may  in  doubtful  cases  turn  upon  intent,  and  the  ex- 
tent of  control  obtained  over  the  output'  of  a  commodity  may  af- 
ford evidence  of  the  intent  to  suppress  competition. 

Where  there  is  no  doubt  that  the  necessary  result  of  an  act  is  to 
materially  restrain  trade  between  the  States,  intent  is  of  no  conse- 
quence. 

In  a  suit  to  restrain  all  defendants  from  carrying  out  an  illegal  com- 
bination under  the  Sherman  Act  in  which  all  defendants  partici- 
pated, the  court  will  not  consider  minor  combinations  between  less 
than  all  of  the  defendants  which  did  not  constitute  part  of  liie 
general  combination  found  to  be  illegal.  To  do  so  would  condemn 
the  bill  for  misjoinder  and  multifariousness. 

In  this  case  the  court  expresses  no  opinion  on  such  minor  combina- 
tions and  as  to  them  the  bill  should  be  dismissed  without  prejudice. 

183  Fed.  Bep.  427,  affirmed  in  part  and  reversed  in  part 

[57  L.  Ed.  243.«] 
[MonopoLT  —  Combination  bt  Cabbiebs  —  Detbatino  Pbojbctid 
X4NX. — ^1.  Carriers  possessing  a  substantial  monopoly  of  the  trans- 
portation facilities  between  the  anthracite  deposits  in  Pennsylvania 
and  tidewater  distributing  points,  and  also  controlling,  with  the 
aid  of  their  subsidiary  coal  mining  and  selling  companies,  nearly 
three-fourths  of  the  annual  supply  of  anthracite,  must  be  deemed 
to  have  combined  to  restrain  Interstate  trade,  contrary  to  the  act 
of  July  2,  1890  (26  Stat,  at  U  209.  chap.  647,  U.  S.  Comp.  Stat 
1901,  p.  3200),  where,  with  tl^.  purpose  and  result  of  defeating 

•  The  paragraphs  following,  in  brackets,  comprise  the  syllabus  of 
the  case  as  reported  in  volume  57,  page  248,  lawyers*  Edition,  Su- 
preme Court  Reports.  Syllabus  copyrighted,  1912,  1913,  by  The 
Lawyers'  Co-operative  Publishing  Company. 
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tlie  construction  of  a  projected  independent  competing  railway 
line,  and  ttms  presenrlng  their  existing  monopbly  of  traas^Mrtar 
tlon,  they  piircha8ed»  through  anothar  corporattoa  whose  capital 
stock  th^  first  acquired,  the  coal  properties  and  collieries  controlled 
by  certain  Independent  coal  operators  who  were  the  chief  sup- 
porters of  the  projected  railway  enterprise,  although  the  acquisi- 
tion of  such  property,  considered  alone,  may  have  been  lawful 
under  tte  local  law. 
For  otber  cases,  seie  Monopoly,  II.  c,  in  Digest  Sap.  Ot  1908. 

Monopoly — Ck)UBiNATiON  by  Cabbiees — ^Lbqauty  of  PabticuLab 
Acts. — 2.  Parts  of  a  general  scheme  of  railway  carriers  to  com- 
bine to.  resti:alu  the  freedom  of  interstate  commerce,  either  in  the 
transportation  or  sale  of  anthracite,  contrary  to'  the  act  of  July 
2,  1880,  how<eyer  lawfttl  when  considered  alone,  e.  ^.,  the  acquisi- 
tion of  the  stock  of  pother  corporation,  sind  the  purchase  by  ;it  of 
the  capital  stock  of  certain  coal  properties  and  collieries,  are  parts 
of  an  illegal  combination  under  the  statute,  which  it  Is  the  duty 
of  the  courts  to  dissolve,  irrespective  of  how  the  legal  title  to  the 
shares  is  held. 
Fw  other  cases^  see  Monopoly,  II.  c,  in  Digest  Sup.  Ot  190S. 

Monopoly  ^- CkmBiNAiiON  by  Gabbiebs  —  Pixgkntagx  Coal  Gon- 
TBACTS. — 3.  An  undue  and  unreasonable  restraint  of  interstate 
commerce,  forbidden  by  the  act  of  July  2,  1890,  results  from  the 
concerted  scheihe  of  railway  carriers  possessing  a  substantial  mo- 
nopoly of  the  transportation  facilities  between  the  anthracite  de- 

.  posits  tn  Bannsylvania  and  tidewater  distrilrating  points,  and  also 
CDntroUt^g,  with  the  aid  of  their  subsidiary  coal  mining  and  selling 
companies,  nearly  three^ourths  of  the  annual  supply  of  anthracite, 
whereby  a  large  member  of  the  independent  coal  operators  were 
Induced  to  enter  singly  into  uniform  perpetual  agreements  for  the 
sale  to  some  one  of  such  carriers,  ot  its  subsidiary  coal  company, 
of  the  entire  outpvt  oiC  their  several  mines  and  any  others  they 
might  thereafter  acquire,  at  a  fixed  percentage  of  the  general 
average  price  prevailing  at  tidewater  points  at  or  near  New  York, 
which  would  net  the  operator  slightly  more  than  if  he  shipped 
and  sold  on  his  own  account,  the  necessary  result  being  to  secure 
to  the  carriers  the  control  at  tidewater  markets  of  the  sale  of  a 
large  part  of  the  independent  output 
For  other  cases,  see  Monopoly,  II.  c  in  Digest  Sup.  Ct.  1008. 

Belief  Undeb  Pleading^— Injunction  Against  Monopoly — Multi- 
FABiousNESs. — 4.  Injunctive  relief  against  minor  combinations  be- 
tween some  only  of  the  defendants,  and  hot  In  furtherance  of  the 
general  scheme  atttfcked  as  constitnting  a  restraint  of  Interstate 
eomnierce  f ovhldden  by  the  act  of  July  2, 1800^  can  not  be  granted 
without  condoiu^UDS  tl^^  bill  for  multifariousness  and  n^sjoinder 
of  parties  and  of  causes  of  suit 

For  other  cases,  see  Injunction,  I.  g;  Pleading,  1. 1,  L  t.  In  Digest 
Sup.  Gt  190a] 
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The  facts,  which  involve  the  legality  under  the  Sherman 
Anti-Trast  Act  of  certain  combinations  of  railroad  and 
coal-mining  companies  engaged  in  the  production,  sale  and 
transportation  in  interstate  commerce  of  anthracite  coal, 
are  stated  in  the  opinion. 

Mt.  /.  C.  McReynolda^  with  whom  The  Attorney  Oenerci 
and  Mr.  G.  CarroU  Todd  were  cm  the  brief,  for  the  United 
States. 

The  interests  of  defendant  railroads  in  the  shares  of 
coal  owning  and  producing  companies  and  in  anthracite 
coal  lands  acquired  since  January  1, 1874,  are  held  in  viola- 
tion of  the  constitution  of  Pennsylvania. 

Constitution  of  Pennsylvania,  adopted  November  8,  1873, 
effective  January  1,  1874,  Art.  XVII,  §  6;  Int.  Com. 
[827]  Oomm.  v.  PhOa.  <6  Beading  By.  Co.,  12»  Fed. 
Rep.  969;  Lehigh  VaOey  B.  Co.  v.  Redney,  112  Fed.  Rep. 
487;  Stockton  v.  Central  B.  B.  of  N.  /.,  60  N.  J.  Eq.  62; 
Farmere^  Loan  d:  Trust  Co.  v.  New  York  dkc.  B.  Co.^  150 
N.  Y.  410,  430;  York  i&c.  B.  Co.  v.  Wmam,  17  How.  81,  40. 
Commodities  Clause  case^  218  U.  S.  366,  is  not  ia  conflict 
with  the  view  that  a  railroad  owning  substantially  the  entire 
capital  stock  of  a  coal-mining  company  is  ^  directly  or  in- 
directly" engaged  in  mining  within  the  meaning  of  the 
Pennsylvania  constitution. 

Where  a  coal  company  is  run  as  a  department  of  the  rail- 
road, the  latter  has  an  'interest,  direct  or  indirect,"  in  the 
mining,  even  within  the  restricted  sense  of  those  words  in 
the  commodities  clause.  United  States  v.  Lehigh  Valley  B. 
Co.,  220  U.  S.  257. 

Conceding  that  prior  to  January  1,  1874,  the  Legislature 
of  Pennsylvania  had  authorized  railroads,  either  in  their 
own  names  or  indirectly  through  holding  the  stock  of  and 
controlling  coal-mining  companies,  to  engage  in  mining 
coal  for  transportation  over  their  own  lines,  it  was  yet 
within  the  power  of  the  people  of  ^at  State  to  provide 
in  their  new  constitution,  all  existing  laws  and  charters 
to  the  contrary  notwithstanding,  that  no  railroad  not  then 
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so  engaged  in  mining  coal  should  thereafter  be  permitted 
to  do  so;  that  the  authority  once  granted,  whether  by 
general  or  special  law,  in  so  far  as  it  r^nained  unexecuted, 
was  then  and  there  repealed.  PearsaU  v.  GrecU  Northern 
Ry.  Co.,  161  U.  S.  646;  LcmisviOe  <b  NashviOe  B.  Co.  v. 
Kentucky,  161  U.  S.  677. 

All  rights  and  privileges  granted  to  corporations  in  Penn- 
sylvania since  1857  were  taken  expressly  subject  to  revoca* 
tion,  excepting  in  so  far  as  they  might  become  executed. 
Pennsylvania  constitution  of  1790,  as  amended  in  1857,  Axt< 
I,  §  26;  1  Brightly 's  Purdon's  Dig.  Pa.  L.,  10th  ed.,  p.  24; 
P&MMylvania  Railroad  v.  Duncan,  111  Pa.  St«  352,  361; 
Hays  V.  Commonwealth,  82  Pa.  St.  518. 

[S28]  As  to  the  limitation  upon  the  right  to  alter  or 
revoke  expressed  in  the  clause,  ^  in  such  manner,  however, 
that  no  injustice  shall  be  done  to  the  corporators,''  see  Bien- 
vUle  Water  Co.  v.  Mohile,  186  U.  &  212,  222. 

It  makes  no  difference  whether  the  shares  of  a  mining 
company  are  purchased  at  a  judicial  sale  rather  than  a 
private  sale,  since  the  constituticm  makes  no  distinction 
between  the  two  modes.  LouiaviUe  db  NashviUe  R.  Co.  v. 
Kentucky,  161  U.  S.  677,  692. 

It  could  not  obtain  by  transfer  from  its  predecessor  the 
latter's  right  (if  any  it  had)  to  hold  the  stock  of  coal  min- 
ing companies  in  Pennsylvania  if  the  constitution  or  laws 
of  Pennsylvania  then  prohibited  such  stockholding  by  a  rail- 
road. Atlantic  <6  G.  Ry.  Co.  v.  Georgia,  98  U.  8.  359;  SU 
Louis,  I.  M.  db  S.  R.  Co.  v.  Berry,  113  U.  S.  465;  Keokuk 
Ac.  R.  Co.  V.  Missouri,  152  U.  S.  801,  308^10;  Mercantile 
Bank  v.  Tennessee,  161  U.  S.  161, 171 ;  Ta^oo  ds  M.  V.  R.  Co. 
V.  Adam^,  180  U.  S.  1, 18-21 ;  Yazoo  ds  M.  V.  R.  Co.  v.  Vicks- 
hurg,  209  U.  S.  358,  362. 

It  is  enough  that  the  railroad  acquired  the  shares  after 
January  1, 1874. 

No  corporation  can  receive,  by  transfer  from  another,  an 
exemption  from  taxation  or  governmental  regulation  which 
is  inconsistent  with  its  own  charter  or  with  the  constitution 
or  laws  of  the  State  then  applicable;  and  this  is  true,  eiven 
though,  under  legislative  authority,  the  exemption  is  trans- 
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There  was  no  evidence  of  an  agreement  or  conspiracy  to 
establish  or  to  maintain  uniform  sales  prices  or  uniform 
transportation  rates. 

[881]  As  to  the  65  ^r  cent  contracts,  the  only  issue  pre- 
sented by  the  pleadings  is  whether  they  were  entered  into 
in  pursuance  of  an  agreement  or  conspiracy  between  the 
original  defendants  to  restrain  interstate  commerce. 

The  history  of  these  contracts  should  satisfy  this  court, 
as  it  did  the  majority  of  the  circuit  judges,  that  these  con- 
tracts did  not  arise  from  any  desire  to  terminate  a  trade  war 
or  other  competitive  conditions,  that  they  were  not  framed 
either  as  the  result  of  any  combination  or  with  any  object  or 
intent  to  stifle  or  obstruct  either  the  production  or  sale  of 
coal,  that  they  have  not  had  the  effect  of  restricting  com- 
merce in  coal,  and  that,  on  the  contrary,  they  were  framed 
with  honest  purposes,  to  establish  fair  methods  of  conduct- 
ing business  and  that  they  have  resulted  in  the  promotion 
and  increase  of  commerce. 

The  66  per  cent  contracts  are  not,  in  themselves,  unlawful 
and  unreasonable  restraints  of  interstate  trade  and  com- 
merce. Those  contracts  are  intrastate,  and  not  interstate 
contracts;  they  do  not  affect  interstate  commerce,  except 
indirectly  and  incidentally,  and  so  are  not  violative  of  the 
Anti-Trust  Act. 

Mr.  Jame8  H.  Torrey  for  certain  coal  mining  corporations, 
appellants  in  No.  217  and  appellees  in  No.  198: 

The  65  per  cent  contracts  do  not  concern  directly  inter- 
state commerce  and  are,  therefore,  not  cognizable  in  this 
proceeding. 

The  position  taken  by  the  Govemmtnt  requires  as  pre- 
requisite of  a  decree  for  the  cancellation  of  the  65  per  cent 
contracts,  the  association  in  purpose  or  intention  of  these 
defendants  with  the  conspiracy  or  combination  in  restraint 
of  trade,  which  it  is  charged  rendered  those  contracts  illegal. 
No  such  association  is  established  either  by  the  pleadings  or 
proof. 

So  far  as  concerns  these  defendants,  the  65  per  cent  con- 
tracts are  perfectly  honest,  straightforward,  and  legitimate 
sales  [882]  of  coal,  untainted  by  any  ulterior  or  illegal 
purpose  or  design. 
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As  to  both  contracting  parties,  sellers  and  buyers,  the 
65  per  cent  contracts  are  bona  fide  transactions  for  the  sale 
of  the  product  of  the  particular  collieries  involved,  un- 
tainted by  any  ulterior  or  illegal  purpose  or  design. 

Mr.  James  H.  Torrey  and  Mr.  William  S.  Opdyke  filed 
a  brief  for  appellee,  the  Delaware  &  Hudson  Company : 

The  Delaware  &  Hudson  Company  has  never  been  a 
party  to  any  combination  for  the  establishment  of  a  mo- 
nopoly or  for  the  restraint  of  interstate  commerce,  in  re- 
spect of  the  production,  sale,  or  transportation  of  anthracite 
coal. 

The  contracts  made  by  the  Delaware  &  Hudson  Com- 
pany with  the  Hillside  Coal  &  Iron  Company  for  the  sale 
of  anthracite  coal  in  limited  amounts  and  in  limited  periods 
to  the  Hillside  Coal  &  Iron  Company  violated  no  law  of 
the  United  States. 

These  contracts  for  the  sale  of  coal  in  the  State  of  Penn- 
Efylvania,  and  all  deliveries  under  such  contracts  were  made 
in  the  State  of  Pennsylvania.  They  were  therefore  purely 
intrastate  contracts,  both  made  and  performed  within  the 
State  of  Pennsylvania.  They  did  not  directly  relate  in  any 
way  to  interstate  commerce.  Coe  v.  Errol^  116  U.  S.  517; 
The  Daniel  Ball,  10  Wall.  557,  565;  Kidd  v.  Pearson,  128 
U.  S.  1,  24;  United  States  v.  Knight,  156  XT.  S.  1,  13;  H op- 
kins  V.  United  States,  171  U.  S.  578,  592,  593,  598,  603; 
Anderson  v.  United  States,  171  U.  S.  604;  Addyston  Pipe 
Case,  175  U.  S.  211,  247;  Field  v.  Barber  Asphalt  Co.,  194 
U.  S.  618,  628;  Bigelow  v.  Calumet  c6  Hecla  Co.,  167  Fed. 
Bep.  721. 

The  United  States  is  not  entitled  to  ask  for  the  entry 
of  any  decree,  by  way  of  injunction  or  otherwise,  against 
the  Delaware  A  Hudson  Company. 

The  present  proceeding  is  under  a  statute  of  a  penal 
[888]  character  requiring  the  strictest  proof.  Northern 
Securities  case,  198  U.  S.  197,  401. 

The  absolute  freedom  of  this  defendant  to  make  contracts 
for  a  sale  of  a  portion,  or  even  of  all,  its  production  of  an- 
thracite coal  to  anyone  or  in  any  form  it  sees  fit,  is  one  which 
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can  not  be  taken  away  from  it  by  any  statute  of  a  State 
or  of  the  United  States. 

In  the  absence  of  any  proof  that  such  sale  was  upon  the 
part  of  the  Delaware  &  Hudson  Company  a  portion  of  an 
illegal  combination  to  which  it  was  itself  intentionally  a 
party,  the  company  is  entitled  to  enforce  such  contract 
against  the  other  party  thereto,  and  that  right  can  not  be 
taken  away  from  it  without  its  consent,  no  question  of  police 
power  being  involved.  Tracy  v.  Tdhnage^  14  N.  Y.  162, 1,67; 
Ganaon  v.  Tifft^  71  N.  Y.  48,  57;  Graves  v.  Johnson^  179 
Massachusetts,  53;  National  Distilling  Co.  v.  Cream  City 
Importing  Co,y  86  Wisconsin,  356;  Metcalf  v.  American 
School  Furniture  Co.,  122  Fed.  Bep.  115, 120;  Carter-Crume 
Co.  V.  Peurrung,  86  Fed.  Rep.  439,  442 ;  Adams  v.  CouUiard, 
102  Massachusetts,  167;  Connolly  v.  Sewer  Pipe  Co.^  184 
U.  S.  640. 

Mr.  WiUiam  W.  Green  filed  a  brief  for  appellee,  the  Mer- 
cantile Trust  Company. 

Mr.  Adelbert  Moot  and  Mr.  George  F.  BrowneU  jUed  a 
brief  for  the  Erie  Railroad  Company,  appellee. 

The  United  States  failed  to  show  that  the  Erie  Railroad 
Company,  or  the  stockholders  of  the  New  York,  Susque- 
hanna &  Western  Railroad  Company,  or  the  stockholders  of 
the  Pennsylvania  Coal  Company,  or  any  other  person  or  cor- 
poration intended  "restraint  of  trade  or  commerce,"  or  to* 
"  monopolize  or  attempt  to  monopolize  any  part  of  trade  or 
commerce,^^  and  therefore  the  court  below  unanimously  and 
properly  dismissed  the  petition  upon  the  merits  upon  the 
facts. 

[884]  The  defendants'  evidence  and  exhibits  affirmatively 
disprove  the  charge  of  either  general  or  special  conspiracies 
to  violate  either  §§  1  or  2  of  the  act,  and  diow,  instead,  that 
each  purchase  of  stock  in  question. was  made  by  die  Erie 
Railroad  Company  for  proper  (ind  lawful  business  reasidns 
under  authority  of  its  charter  and  the  legislation  of  th^ 
States  of  New  York,  Pennsylvania,  and  New  Jersey,  le* 
spectively. 
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The  full  constitutional  and  exclusive  power  of  the  Na- 
tional Government  by  executive  officers,  legislative  acts,  and 
judicial  decrees  to  regulate  interstate  commerce  is  admitted. 
This  does  not  make  the  purchase  of  those  stocks  interstate 
commerce  or  illegal  under  the  Sherman  Anti-Trust  Act, 
because:  The  New  York,  Susquehanna  &  Western  Railroad 
Company  was  never  a  parallel  and  competing  line  of  the 
Erie  Railroad  Company,  nor  was  it  in  such  financial  or 
physical  position  to  compete  at  the  mines  or  elsewhere  as 
to  enable  the  Erie  Railroad  Company  to  cause  restraint  or 
monopoly  of  interstate  trade  contrary  to  such  statute. 

The  Erie  Railroad  Company,  the  Pennsylvania  Coal  Com- 
pany, and  its  railroad,  the  Erie  &  Wyoming  Railroad,  had 
been  duly  authorized  to  enter  into  contract  and  traffic  rela- 
tions with  each  other.  They  had  done  so;  such  contracts 
were  not  prohibited  by  Federal  law,  nor  are  they  now,  and 
such  contract  relations,  begun  over  40  years  before  the  stock 
purchase,  still  existed  and  would  continue  until  at  least 
January  1,  1911;  therefore,  the  acquisition  of  the  stock  of 
such  companies  by  the  Erie  Railroad  Company,  to  give  it 
further  control  over  a  connecting  railway  in  Pennsylvania 
that  was  an  old  and  natural  connection  and  feeder,  and  of 
the  tonnage  it  was  built  to  serve,  more  than  forty  years 
before,  the  stock  purchase,  for  the  same  purpose  was  lawful. 
Bosman,  5  R.  1014  R.;  Thomas,  5  R.  1121-2;  R.  R.  Co.  v. 
R.  R,  Co.,  171  Pa.  St.  284;  A.  F.  dkc.  R.  R.  Co.  v.  Denver 
&c.  R.  Co.,  110  U.  S.  667;  Cin.  R.  H.  [8861  Co.  v.  Int.  Com. 
Gomm.,  162  U.  S.  184,  197;  L.  <&  ^.  R.  Co.  v.  West  Coast 
N.  S.  R.  Co.,  198  U.  S.  483;  So.  Pac.  v.  Int.  Com.  Comm., 
200  U.  S.  586-654. 

The  petition,  as  we  have  heretofore  pointed  out,  does 
not  allege  that  the  Pennsylvania  Coal  Company  stock  pur- 
chase was  a  ^^  step  "  in  the  general  conspiracy  charged,  as  it 
does  in  other  cases ;  nor  does  it  allege  any  vice  in  the  pur- 
chase, except  that  the  stock  was  purchased  at  an  '^  exorbi- 
tant'' price,  and  thereby  a  proposed  railroad  wholly  in  the 
State  of  New  York  lost  its  most  influential  backer  and  was 
never  built. 
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No  i^lief  was  asked  for  under  this  petition,  which  failed 
to  even  state  a  case  within  the  statute.  The  Qovemmwit 
evidence  wholly  failed  to  establish  an  "exorbitant"  price; 
but  the  contrary  was  the  undisputed  fact.  -  No  interstate,  or 
parallel,  or  competing  railroad  was  involved,  but  only  a 
Pennsfylvania  connection  which  had  been  a  feeder  of  over 
forty  years'  standing  and  its  tonnage.  •  There  was  no  intent 
to  violate  the  law,  and  it  was  not  violated. 

'Mr.  Everett  Warren  for  Temple  Iron  Company,  appel- 
lant in  No.  206 : 

The  Temple  transactions,  were .  not  for  the  purpose  of 
preventing  the  construction,  of  another  interstate  carrier 
of  anthracite,  even  if  it  is  assumed  that  the  independents 
by  securing  the  charter  of  the  New  York,  Wyoming  & 
Western  contemplated  reaching  tidewater  by  the  utiliza- 
tion of  that  proposed  road  as  a  means,  but  were  for  the 
purpose  of  retaining  to  the  carriers  the  tonnage  of  the  so- 
called  S^pson  &  Watkins  collieries  they  then  enjoyed  under 
lawful  contracts^  beyond  any  hazard  of  a  threatened,  or  sup- 
posedly threatened,  diversion.  In  other  words,  it  was  a 
measure  of  defense,  not  offense,  the  purposes  and  intent  of. 
which  was  to  fortify  and  make  sure  an  already  impregnable 
legal  position. 

[336]  The  projected  road  was  an  intrastate  road  «iid 
nothing  else,  and  if  it  is  assumed  that  the  contemplated 
pui^^hase  of  the  Simpson  &•.  Watkins  collieries  defeated  its 
construction,  and  the  proofs  show  the  contrary,  the  pur- 
chase did  not  have  any  effect  upon  interstate  trade  or  com- 
merce. 

Simpson  &  Watkins  were  not  the  principal  supporters 
of  the  projected  intrastate  road.  The  road  itself  was  a 
visionary,  enterprise,  entirely  impracticable,  and  its  abandon- 
ment was  due  to  other  causes  than  the  acquisition  by  the 
Temple  Iron  Company  of  the  Simpson  &  Watkins  collieries. 

I'he  charges  in  the  Government's,  petition,  namely,  the 
high  price  paid  for  the  Simpson  &  Watkins  prQpei;ties  and 
the  little  value  standing  alone  of  the  stock  and  bonds  of  the 
Temple  Company,  were  without  foundation  of  fact  to  rest 
upon  and  were  disproven  in  the  Government's  own  case. 
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There  fOever  was  eonteHq)liktodAAy,  pooling. or  diiiifiion 
of  the  tooDages  moving  from  the  Simp^n  &  Watkina  col- 
lieries among  the  railioad  stockholders  of  •  the  Temple  Com- 
pany serving- the  region  where  these  ooUieries  wa:e  situ- 
ated, much  less  any  pooling  and  division  of  such  tonnage 
as  a  fact. 

The  history  f  of  the  management  and  development  of  the 
Temple  anthracite  operation,  since  FehlHiary,*  X899,  as  it  is 
undisputed  and  appears  in  the  Government'^  own  case,  dis- 
closes a  careful  bueiness-Uke  conduct  of  its  affairs  in  line 
.with  and  foUowing  out  the  plain  purpose  of  its  entrance 
into  the  anthracite  field,  namely,  to  make  money  out  of 
ito  mines  for  its  8tockholders/a»  independ^t  coal  operators. 
Its  transactions  are  altogether  within  the  State  of  Penn- 
sylvania and  end  there. 

The  Temple  transaction  bad  and  could  ihave  no  baring 
.  upon  .interstate  tsade  or  oommeiroe  uiider  the  axAual  «itoa- 
.tion  of  affairs;  ajre  not  within  the  provisions <ol  the  Anti- 
[S37]  Trust  Law,  nor  indeed  within  the  eonstitntiiaial  au- 
thority of  Congress. 

Mr.  Justice  Lovton  deliv«?ed  thO'f^inion^of  the  court 

This  is  a  petition  in  equity  filed  by  the'  United  States  in 
the  Circuit  Court  of  the  United  States  for  the  Eastern  Dis- 
trict of  Pennsylvania,  for  the  purpose  of  enforcing  the  pro- 
visions of  the  act  of  July  2,  1690,  known  as  the  Sherman 
Antr-Trust  Act,  against  an  alleged  concihination  of  railroad 
and  coal  mining  companies  formed  and  continued  for  the 
purpose  of  restraining  competition  in  the  production,  sale, 
and.  transportation  of  anthracite  coal  in  commerce  among 
the  States. 

The  defendttntS' originally  made  such,  and  alone  rerferr^d 
to  hereafter  as  the  defendants,  were  the  following : 

The  Philadelphia  &  Reading  Railway  Cq^ipany;  the 
Philadelphia.  &  Reading. Coal  &  Iron  Company ;  the  L^ehigh 
VaUey  Railroad  Company;  the  liebi^  Yailey  Goal  Gom- 
pany ;  the  D^ware,  Lackawvima  A  Western  Bfetilroiul  Com- 
pany; the  Gentt^l  Railroad  C<nnpany  bf  New  Jersey;  the 
Erie  ^ilroad  Company;  the  New  York,  Simueha^na  & 
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Western  Railroad  Company;  the  New  York,  Susquehanna 
&  Western  Coal  Company;  the  Lehigh  &  Wilkes-Barre  Coal 
Company;  the  Pennsylvania  Coal  Company;  the  Hillside 
Coal  Company;  the  Reading  Company;  and  the  Temple 
Iron  Company.  By  an  amendment  oertain  other  defendants 
were  brought  in,  consisting  of  holders  of  contracts  made  by 
independent  operators  of  coal  mines,  and  trustees  holding 
securities  which  might  be  affected  by  the  relief  sought 
against  the  carrier  and  coal  mining  companies,  the  original 
defendants.  A  list  of  these  later  defendants  is  set  out  in  the 
margin,"*  and  when  they  are  referred  to  herein  they  will  be 
specifically  mentioned. 

[888]  The  bill  alleges  that  anthracite  coal  is  an  article 
of  prime  necessity  as  a  fuel  and  finds  its  market  mainly  in 
the  New  England  and  Middle  Atlantic  States.  The  deposits 
of  the  coal,  with  unimportant  exceptions,  lie  in  the  State 
of  Pennsylvania,  but  do  not  occupy  a  continuous  field, 
though  found  in  certain  counties  adjoining  in  the  eastern 
half  of  the  State,  and  embrace  an  area  of  484  square  miles. 
This  coal  region  is  from  one  hundred  and  fifty  to  two  hun- 
dred and  fifty  miles  from  tidewater.  The  region  itself  is 
broken  and  mountainous,  and  the  natural  conditions  and 
character  of  the  deposits  are  such  that  the  mining  and  re- 

«The  Delaware  &  Hudson  (Company;  Elk  Hill  Coal  &  Iron  Com- 
pany ;  St.  Clair  Coal  Company ;  Enterprise  Coal  Company ;  Buck  Rnn 
Coal  Company ;  Llewellyn  Mining  Company ;  Clear  Spring  Coal  Com- 
pany; Pancoast  Coal  Company;  Price  -  Pancoast  Coal  Company; 
Mount  Lookout  Coal  Company;  Peoples  Coal  Company;  George  F. 
Lee  Coal  Company;  North  End  Coal  Company;  MelvUle  Coal  Com- 
pany; Parrish  Coal  Company;  Red  Ash  Coal  Company;  Raub  Coal 
Company;  Mid  Valley  Coal  Company;  Austin  Coal  Company;  Clar- 
ence Coal  Company;  Nay  Aug  Coal  Company;  Green  Ridge  Coal 
Company;  Excelsior  Coal  Conq»any;  Lackawanna  Coal  Company; 
Dolph  Coal  Company,  limited ;  Mary  F.  W.  Howe,  Frank  Pardee,  and 
Sarah  Drexel  Van  RenseUaer,  constituting  A,  Pardee  &  Co. ;  Lafay- 
ette Lent2,  William  O.  Lentz,  and  Lewis  A.  Riley,  constituting  Lents 
&  Company ;  Wflliam  Law  and  John  M.  Robertson,  constituting  Rob- 
ertson ft  Law;  Richard  White,  W.  R.  McTurk,  and  Robert  White,  con- 
stituting B.  White  Company ;  Joseph  J.  Jermyn,  George  B.  Jermyn, 
Emma  J.  Jermyn,  constituting  John  Jermyn  Estate;  Jos^h  J.  Jer- 
myn, Michael  F.  Dolphin;  The  Pennsylvania  Company  for  Insurance 
on  Lives  and  Granting  Annuities ;  and  the  Mercantile  Trust  Company. 
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duction  of  the  coal  to  suitable  sizes  for  domestic  use  require 
very  large  amounts  of  capital.  Its  value  commercially  is 
dependent,  in  a  large  degree,  upon  quick  and  cheap 
transportation  to  convenient  shipping  points  at  tidewater, 
from  whence  it  may  be  distributed  to  ^e  great  consuming 
markets  of  the  Atlantic  Coast  States. 

The  whole  problem  of  advantageously  developing  these 
deposits  and  supplying  the  eastern  demand  for  fuel  was 
one  which  presented  enormous  difficulties.  From  an  early 
day  it  has  been  the  settled  policy  of  the  State  of  Penn- 
[339]  sylvania  to  encourage  the  development  of  this  coal 
region  by  canal  and  railroad  construction,  which  would 
furnish  transportation  to  conveni^it  shipping  points  at  tide- 
water. One  of  the  defendant  carriers,  the  Delaware,  Lacka- 
wanna &  Western  Company,  was  given  the  power  to  acquire 
coal  lands  and  engage  in  tiie  business  of  mining  and  selling 
coal  in  addition  to  the  business  of  a  common  carrier,  and 
all  railroad  companies  were  permitted  to  aid  in  the  pro- 
duction of  coal  by  assisting  coal  mining  companies  through 
the  purchase  of  capital  stock  and  bonds.  Thus,  it  has  come 
about  that  the  defendant  carriers  not  only  dominate  the 
transportation  of  coal  from  this  anthracite  region  to  the 
great  distxibuting  ports  at  New  York  harbor,  but  also 
through  their  controlled  coal-producing  companies,  produce 
and  sell  about  seventy-five  per  cent  of  the  annual  supply 
of  anthracite.  As  a  further  direct  consequence  of  the  State 
authorized  alliance  between  coal-producing  and  coal-trans- 
porting companies,  it  has  come  about  that  the  defendant 
carrier  companies  and  the  coal-mining  companies  affiliated 
with  the  carrier  companies  now  own  or  control  about  ninety 
per  cent  of  the  entire  unmined  area  of  anthracite,  dis- 
tributed, according  to  the  averments  of  the  petition,  as  fol- 
lows: 

Per  cent 

Reading  Ck>mpany 44 

Lehigh  YaUey  CJompany 16.87 

Pel.,  Ladt.  ft  Westom  Company 6. 55 

Central  Railroad  of  New  Jersey 19 

Brie  Railroad 2.59 

5J.  T.,  Sob.  &  Western  Railroad .54 

89.55 
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It  fiBther  appaMn  >that  in  adilitien  to  the  gmt<  ooakt 
mining  ooidpuiieff  eubsidury  to  ooft  or  anothar  of  the  de^* 
fondant  (eavri^r  companies,  there  are  a  largai  number '  of  * 
independent  >  coal  operators  whose  aggvegat^  pniductmi 
[840}  from  coal  laads^  in  pait  leased  from*  the  railroad 
companies  or  the  railroad-control  Ud  coal-producing  com- 
panies, amounts  to  about  twenty  per  cent  of  the-  annual 
anthracite  supply.  These  independent  operators  are  said 
to  no'  longer  have  the  power  to -compete  with  the  carrier 
defendants  and  their  subsidiary  coal  companies,  because  a 
large  proportion  of  them  haTe  severally  entered  into  con- 
tracts with  one- or  the  oth^  of  the  carrier  or  coal^mining* 
companies  defendant  for  the  ^e  of  the  entire  product  of 
their  mines  for  the  ccmsideratien  of  sixty-fi^  per  c»it  of 
the  average  matiiiiet  price  at  tidewater. 

Thus,  there  exists,  independently  of  any  agreement^  com- 
bination or  tonttact'  betwten  the  several  defendant  carrier 
companies  for  the  purpose  of  suppressing^  competition 
among  them,  this  condition ; 

First  Excluding  two  carrier  companies  not  made  de- 
fendants* which  reach  but  a  limited  number  of  collieries, 
the  Pennsylvania  Railroad  Oompaliy  and  the  New  Yorhy 
Ontario  &  Western  Railroad  Company,  the  six  carrier  com- 
panies who  are  defendants  are  shown  to  conhH)l  the  only 
means  of  transportation  between  this  great  anthracite  de- 
posit and  tidewater,  from  whence  the  product  may  be  dis- 
tributed by  rail  and  water  to  the  great  consuming  markets 
of  the  Atlantic  Coast  States. 

Second.  These  carriers  and  their  subsidiary  coal  mining 
and  selling  companies  produce  and  sell'  about 'seventy -five 
per  cent  of  the  total  annual  supply  of  tothracite  coal.  Of 
the  remainder, 'the  independent  Operators  mentioned  above 
produce  about  twenty  per  cent. 

The  chief  significance  of  the  fact  that  the  six  carrier 
defendants  control  substantially  the  only  means  for  the 
transportation  of  coal  from  the  mine»ie  dLatrifculing  points 
at  tidewater  is  in  the  fact  that  they,  collectively,  alsor  control 
nearly  three-fourths  of  the  annual  supply"  bf  anthracite 
which  there  finds  a  market.    The  situation  is  therefore  one 
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whleh  invites  ooiioeitid  ^ustion  and  mokoB  ez[S41|ceBdihgl7 
eaqn  the  aoeoinplishmeiit  of  any  purposa^  to  dominato  tha 
su^plf'  and  control  thi  prifces^  at'  seaboard.  Tike  one* 
fourth  of  the  total  annbal^*Bnpply  whidi  comes  foam  inde* 
pendeht  opeimtofB^ifr  the  ilama  region  has-becsi  Bcid  in  com- 
petition with  the  larger  supply  of  the  defendsnta  If,  by 
conccirt'of  ketion,  that  source  of  competdtion  be  reamred,  the 
monopoly  which  the  defukdanta,  acting"  together,  may  exerC 
over  prodnctioin.  and  isale  will  be  dantttete. 

This  bill  avers  that  the  defendants  have  combined  for 
tba  purpose  of  securing  their  collective  gap  upon  the  an- 
thracite coai  supply  by  exerting  tiieir  activities  to  shut  out 
from  the  district  any  new  lineof -transpcHtotion  from  the 
mines  to  tidewater 'points,  and  to  sbCit  oot^fromtcQinpetitita 
at  tidewater  th^icoal  of  indqmident  openttoars  witii'thair; 
own  coal.  The  steps  said  to  have  been  taken  having -tikis 
end  in  view  we  shall  now  conatd^:' 

The  oommunily  of  inteitat  "whieSi  haif  resulted  from  tho 
charter  powers  of  the  darner  companier  to  directly  or  in^ 
dii^eotly  engflge  in  the  business  of  mining  and  selling  coal 
hacr  produced  the  relation  betweea  the  carrier  and  coal«min^ 
ing  del^Klants  ehown  by  the  6evei?al  groups  into  which  we. 
have  anranged  them,  thus : 

1.  The  Beading  Cost^^tmy  is  a  PeAnsyJwinia  coepooatioii, 
and  apparently  nothing. moire  thaa  a  holding  company* 
That  co9ipeny  holde : 

a.  The  entire  capital  stock  of  the  Philadelphia'^  &  Bead- 
ing Bail:6ray,.one  of  the  defendant  carriei;^ 

b«  The  entire^  capital  stock  of  the  Philadelphia  A  Bead*^^ 
iiig  Coal  &  Iron  C!ompafiy,a  coidrmining  ^compfk^y.' 

The  three  companies  have  the  sione  preeidwt. 

2.  The  Lehigh  Valley  Bailroad  CompSfUy  owns  all  of 
the  capital  stock  of  the  Le^gh  Valley  .CoeJi  Goo^pwyy  am) 
the  two  ccMvip^es  have  the  same  prs^enl^ 

S.  The  Cei^tr^  Bailroad  of  New  Jersey  own^..  nj^eljr. 
per  cenit  of -l^e  capital  stock  of  the  Lebjgh   A   Willmsr 
[SjiSIBurre  Coal  Compai^».  ^n^  the.  twio .  cQii;9(iN^iee;  havi|. 
theeuMpi^^sideBt)  who  isaWf^^  president  of  t^e  Beading  i 
Ccmgwy  And  its  two  contiol^cQmi^enieei. 
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4.  The  Erie  Bailroad  Company  owns  all  of  the  capital 
stock  of  the  Pennsylvania  Coal  Company  and  a  large  ma- 
jority of  the  stock  of  the  Hillside  Coal  Company,  and  the 
three  c<Mnpanies  have  the  same  president. 

5.  The  New  York,  Susquehanna  &  Western  Bailroad  Com- 
pany owns  nearly  the  entire  capital  stock  of  the  New  York, 
Susquehanna  &  Western  Coal  Company,  and  they  have 
die  same  president,  who  is  also  the  president  of  the  Erie 
Railroad  Company  and  of  its  two  allied  coal  c(»npanieB 
mentioned  above. 

&  The  Delaware,  Lackawanna  A  Western  Bailroad  Com- 
pany is  itself  an  owner  and  producer  of  anthracite  and 
seems  to  have  no  subsidiary  coal  company. 

7.  The  Temple  Iron  Company.  The  relation  of  this  com- 
pany to  the  several  carrier  companies  will  be  considered 
separately. 

Excluding  the  Temple  Ircm  Company,  the  groups  as  ar- 
ranged are  independent  of  each  other,  and  each  group,  in  the 
absence  of  any  agreement  or  combination,  possesses  the 
power  to  compete  with  every  other  in  the  production,  sale, 
and  transportation  of  coal  from  the  mines  to  tidewater.  In- 
deed, the  plain  averment  of  the  bill  is  that  prior  to  1896  they 
were  actually  competing  in  the  market  reached  at  New  York 
Harbor,  and  that  the  competition  continued,  excei^t  as  inter- 
rupted by  abortive  or  abandoned  efforts  to  combine,  until 
they  entered  into  the  general  combination  which  it  is  the 
purpose  of  this  proceeding  to  dissolve. 

That  the  Delaware,  Lackawanna  &  Western  Bailroad 
Company  was  itself  the  owner  of  coal  lands  and  was  en- 
gaged in  mining,  transporting,  and  marketing  its  own  coal, 
and  that  the  other  railway  defendants  were  also  engaged, 
through  their  subsidiary  coal  companies,  in  mining  and 
[S48]  selling  coal,  as  well  as  in  transporting  the  coal  so 
mined,  is  not  determinative  of  any  issue  here  presented,  since 
this  bill  was  filed  before  the  Commodities  Clause  of  the  Hep- 
bum  Act  of  June  £9,  1906,  34  Stat.  584,  c.  8591,  became 
effective,  which  forbids  any  carrier  engaged  in  interstate 
transportation  from  transporting  coal  for  market,  when  the  - 
eoal  at  the  time  of  transportation  is  owned  by  the  carrier 
company.    See  United  States  v.  Z>.,  L.  dk  W.  R.  Co.^  218 
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n.  S.  366.  Any  relief  against  a  continuance  of  such  for- 
bidden transportation  must,  therefore,  be  sought  in  another 
proceeding  based  upon  the  act  of  Congress  referred  to. 

THE  SCOPE  AND  THEORY  OP  THE  BILL. 

The  theory  upon  which  the  bill  is  framed  and  upon 
which  the  case  has  been  presented  by  counsel  is,  that  there 
exists  between  the  defendants  a  general  oomiination  to 
control  the  anthracite  coal  industry,  both  in  respect  of  min- 
ing and  transportation  from  the  mines  to  the  general  con- 
suming markets  reached  from  shipping  points  at  New  York 
Harbor,  and  the  production  and  sale  of  coal  tiiroughout  the 
United  States. 

The  contention  is  that  this  general  eombmatkm  is  estab- 
lished, first,  by  evidence  of  an  agreement  between  the  car- 
rier defendants  to  apportion  between  themselves  the  total 
coal  tonnage  transported  from  the  mines  to  tidewater  ac- 
cording to  a  scale  of  percentages ;  second,  by  a  combination 
between  them,  through  the  instrumentality  of  the  defend- 
ant, the  Temple  Iron  Company,  to  prevent  the  construc- 
tion of  a  new  and  competing  line  of  railroad  from  the  mines 
to  tidewater;  third,  by  a  combination  between  the  defend- 
ants by  means  of  a  series  of  identical  contracts  for  the  coa- 
trol  of  the  coal  produced  by  independent  coal  operators, 
thereby  preventing  competition  in  the  markets  of  other 
States  between  the  coal  of  sudi  independent  operators  and 
that  produced  by  the  defendants;  and,  [344]  finally,  by 
certain  so-called  contributary  combinations,  already  referred 
to^  between  some,  but  not  all,  of  the  defendants; 

Aside  from  the  particular  transactions  averred  as  '^steps  " 
or  ^^  acts  in  furtherance  "  of  a  presupposed  general  combina- 
tion^ the  charge  of  such  a  combination  is  general  and  in- 
definite. 

The  case  is  barren  of  documentary  evidence  of  solidarity. 
The  fact  of  such  general  combination,  if  it  exists,  mvst 
be  deduced  from  specific  acts  or  transactions  in  which  <iie 
companies  have  united  and  from  ^hich  such  a  general 
combination  may  be  inferred.  When  and  how  did  such  a 
combination  come  about?     We  start  with  the  proposition 
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that  if  anj.suoh  oonyimiatioii  exists  it  had  an  ori^-Hdt^ 
earlier  thaa  1896.    Atteiiq>t6  to  briiig  abouti  a  sappiMOim 
of  competition  prior  to  that  time,  iAdioated'  by.  doiwi  of-tfaei 
evidence,  had  either  proved  abortive  or  had  been  aban- 
doned.   Thus  it  is  stated  that  in  189(^  and  1801  the  price 
of  coal  of  certain  sizes  at  tidewater  was  from  $3.71  to 
$3c66'  per  totn;  that  Jn '  1892  tthe  PMlaiieipSkiik  A  Reining 
Railroad  Compuiy,  the  predeoessor  in  title  of  Oi^  de^tad- 
ant  the  Philadelphia  A  Beadiii]gr  Railway  Compaiiy,  leased 
the  lines  of  the  Lehigh  Valley  Railroad  Company  and  of' 
the  Central  Ra&lroiad'  Company  of  New  Jersey  for  niite 
himdred  and  ninety-nine  years,  and  that  the  thrto  com- 
paiiies  togedi^  owned  or  conkKiUed  about  eighb;)^'p€T  ceiMif 
of  the  coal  deposits  of  this  anthracite  region 'and  !trank-^ 
ported  nearly  fifty  per  cent  of  the  entire  tonnage;  that 
while  these-  leases  were  in  force  the  pri^e  of  coal  was  ad^ 
vanced  to  $4vl5  and  $4;19  per  ton  for  the  samd  sizes.    It' 
is  then  averred  that  in*  a  proceeding  in  the  courts  Of  New 
Jers^  these  leases  of  the  Central  Railroad  Company  of 
New  Jersey  were  held  null  and  void,  and  that^  in  1809'tMd' 
decree  was  foHoWed'by  a  rescissi<m  of  the  lease  of  the  Lehi^- 
Valley  Railroad '  Company  to  the  Philadelphia  A  R^ding^ 
Railroad  Company.    It  is  then  averred  that  [845]  under 
the  influence  of  competition  thereby  restored,  the  price  of* 
the  same  grade  of  coal  in  1894  fell  to  $8.60 'per  ton  and 
in  1895  *o  $8.12  per  ton.    "  W^efeupon:,^^  the  pet{H6n  Averse' 
^^in  violation  of  th^  provisions  df  'sections  1  and '2,  re-' 
spectively,  of  the  act  of  Congress  of  July  2,  1890,    ♦    ♦    * 
the  def^tidants,  the  Readilig  Cotnpany^  and  the  def^dUiit' 
carriers,  and  th6  defendant  toal  (x><npanies,  owning  or  ton- ' 
trdling  90'  per  cent,  more  or  lesd,  of  all  the  aniihradte  de- 
posits, and  producing  75  per  cent,  more  or  less,  of  ih^ 
annual  antliracite  supply,  and 'continuing  all  the  'means' 
of  transportation  between  the  anthracite  mines  and'^tide- 
water,  save  the  railroads  operated  by  tSilB  P^iiiisylVaniil  Rail- 
road Com^toy  and  th«  New  York,  Ontario  ft  1V<6stekii 
R^Uway  Company,  which;  as  Itfditeaid,  reacU'bnly  a  limited ' 
number  of  coHieri^  (not  d^fendltnts*'here),  enteMd'ihto' 
an  agreem^t,  scheiM-,  combinatftta,'or  conspiMt<^;'by  yiiittif 


Digitized  by  VjOOQIC 


tjKiTBD  a^Tmn}.  vBAmne  ceftPANY.  715* 

wliMeol'the^  AoqafMd  the  po«r«r>to^eonlMi,  ngbMie^  re- 
strain, and  monopoliaey  aiid*ha^i«' coiitrolM}  regi^aMd^  re^  ^ 
strained,  and  monopolized,  not  only  the  production  of  an- 
thracite coal,  but  its  transportiation '  f roiki  the'  mines  in 
PennsylvanhK  to  market  poiaite>  in  otiiec 'Steles  and  its  {>rice 
and  sale  thrbiighdut  the  fieveml  States^  with  the  result  that 
coifi|>etitlon  in  the  tcanqraortation  *and  sale  of  anthracite  - 
has  been  w^oUy-  suppsessed  and  the^  priee  thereof  greatly 
eidianoed.'' 

L  We  come  firsli  to  ttrt  evidence  relied  vtpui  to  show  such 
a  general  combination  through'  aar  agraemebt  between  the 
carriers  to  distribute  the  tcAal  tfltnnage  ixf  ^coal  tfrom  this 
region  to  diippisg  poinds  at  New  York  Haarbeir  aoccfrding  to 
a  soak  of  percentages  spoken  of  as  thie^^ Presidents^  Per--' 
centages." 

There  is  some  evidencef  tending  t6  show  that  early  in  1GS6 
there  was  an*  effort  made  at  a  conferenee  of -the  pieeideiits  ^ 
of  the  carrier  compiEuiieB  to  diatidbute  the.icoal  tdnnage  be-^ 
tween  the sei^ral cartdera, bated  upontiie  [846]  arerage  per- 
centage t>f  coal  carried  in  proeir  years  by  each  carrier.    The 
limited  character  of  the  coal  fiekly  the 'Cantsx^  of  I  so  large  a 
proportibn  of  the  deposits  and  of  *  the  tranqrartation^'  was  ' 
such  as  to  invite  agreements  and  combinations.    A  pooling 
arrangement  would  largely  prevent  competition  fae^een  the 
otherwise  ind^endent  groups  ^of  carriers  and  -pnoducers; 
That  any  such  pooling  agreement  was  made' is  denied  most 
earnestly  by  all  of  the  defeiidants.    That* there  occurred  a 
cdtferoiice  in  1806  lo<^ng  to  sudi  an:arvangenaent  seems 
probable  on  th6  evidence.    But  the  weightof  pBo6f  salosfies 
us  that  whatever   might  have  been   contemplated  or  at- 
tempted)  the  schelne  proved  abortive:,  or,  if  attempted,  was 
abandoned  long  before  this  bill  was  filed.    We  dO'  not  set  out ' « 
the  circumstances  which  are  pointed  iout  as -tendibg*  to  show 
such  an  illegal  agreement,'  nor  do  we' deeni  it  necessary  to 
discuss  the  conflicting  direct   testimony:.  -  We  have   gone 
through  the  record.    The  faotsare  dieouBaed  and  largely  set  ^ 
out  in  the  opiAidn  of  tiie  cotittibelow.rThoughfiits  judges* 
differed  in  respect  to- tike  ir^ef^hieh  mights  4^ 'grantM  npon^ 
other 'groundSftheyi  agreed  in  hiding  ^iUr<the»Ooveniinentf' 
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had  failed  to  show  any  contract  or  agreement  toe  the  dis- 
tribution of  tonnage.    In  this  we  concur. 

THE   TEMPLE   IBON    COMPANY    COMBINATION. 

2.  We  come,  then,  to  the  several  acts,  agreements  or  trans- 
actions set  out  in  the  seventh  paragraph  of  the  bill,  two  of 
which  are  said  to  have  been  participated  in  by  all  of  the 
defendants,  and  therefore  to  constitute  evidence  of  the  gen- 
eral combination  charged,  and  to  be,  in  and  of  themselves, 
illegal  combinations  between  all  of  the  principal  defendants 
which  come  under  the  frame  of  the  bill  as  in  violation  of 
the  act  of  July  2, 1890,  26  Stat  209,  c.  647. 

The  transactions  referred  to  are  introduced  immediately 
following  the  general  charge,  and  are  characterized  in  the 
[347]  bill  as  ^^  steps  in  the  development  of  this  illegal 
combination  and  in  furtherance  of  its  illegal  purposes.'^ 
It  is  then  averred,  that  ^^  the  defendants,  or  some  of  them, 
became  parties  to  the  following  additional  acts,  schemes,  and 
contracts,  among  others,  in  violation  of  the  aforesaid  act 
of  July  2,  1890."  This  is  followed  by  five  distinct  para- 
graphs, each  setting  out  some  distinct  contract,  combina- 
tion, or  agreement  alleged  to  have  been  the  act  of  all  of  the 
defendants,  or  of  two  or  some  number  less  than  all.  These 
alleged  ^^ steps"  and  ^^ additional  acts,  schemes,  and  con- 
tracts," in  violation  of  the  Sherman  Law  and  in  further- 
ance of  the  allied  illegal  general  scheme  or  purpose, 
are :  a,  the  making  of  the  sixty-five  per  cent  contracts  with 
the  independent  operators;  &,  the  absorption  by  the  Erie 
Sailroad  of  the  New  York,  Susquehanna  A  Western  Bail- 
road  Company;  c,  the  acquisition  by  the  Beading  Company 
of  the  majority  of  the  capital  stock  of  the  Central  Railroad 
of  New  Jersey;  dj  the  acquisition  of  the  T^nple  Iron  Com- 
pany, and  through  it  of  a  large  number  of  collieries,  for 
the  purpose  of  defeating  a  projected  independent  line  of 
railway  into  the  coal  region;  and,  e^  the  acquisition  by  the 
Erie  Bailroad  Company,  while  controlling  the  Hillside  Coal 
&  Iron  Company,  of  all  of  the  shares  of  the  Delaware 
Valley  &  Kingston  Bailroad  Company,  a  projected  com- 
mon carrier,  and.all  of  the  shares  of  the  Pennsylvania  Coal 
Company. 
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As  we  have  already  stated,  two  of  these  transactions  are 
averred  to  be  transactions  into  which  all  of  the  defendants 
entered  in  pursuance  of  a  conunon  purpose  and  general  de- 
sign to  suppress  competition  and  restrain  commerce  in  coal 
between  the  States. 

The  first  which  we  shall  consider  is  the  alleged  combina- 
tion through  the  Temple  Iron  Company.  Concerning  this, 
the  petition,  in  substance,  states  that  in  1898  many  of  the 
independent  coal  operators  in  the  Wyoming  or  northern  field 
became  dissatisfied  with  the  transportation  [348]  and  mar- 
ket conditions  under  which  they  were  obliged  to  conduct 
their  collieries.  Many  contracts  for  the  sale  of  their  coal  to 
the  defendant  coal  companies  had  expired  or  were  about  to 
expire,  and  they  demanded  either  lower  freight  rates  or 
better  prices  from  the  coal  companies.  A  competing  line  of 
railway  from  the  northern  or  Wyoming  zone  of  the  anthra- 
cite region  to  a  point  on  the  Delaware  River,  where  con- 
nection would  be  made  with  two  or  more  lines  extending  to 
shipping  points  at  New  York  Harbor,  was  projected  as  a 
means  of  relieving  the  situation.  The  New  York,  Wyoming 
&  Western  Bailroad  was  accordingly  incorporated.  Large 
subscriptions  of  stock  were  taken,  the  line  in  part  surveyed, 
parts  of  the  right  of  way  procured,  and  a  large  quantity  of 
steel  rails  contracted  for.  As  the  road  was  to  be  mainly  a 
coal-carrying  road,  support  from  coal-mining  companies 
was  essential.  Its  chief  backing  came  from  independent  coal 
operators.  The  most  important  and  influential  of  them  was 
the  firm  of  Simpson  &  Watkins,  who  controlled  and  operated 
eight  collieries  in  the  region,  having  an  annual  output  of 
more  than  a  million  tons.  The  time  for  such  a  competing 
means  of  transportation  was  auspicious.  Much  of  the  output 
of  the  district  not  tied  up  by  contracts  of  sale  or  transporta- 
tion was  pledged  to  this  project  and  much  more  was 
r  romised. 

The  petition  alleges  that  the  construction  of  the  pro- 
jected independent  railroad  would  not  only  have  intro- 
duced competition  into  the  transportation  of.  anthracite 
coal  to  tidewater,  but  it  would  have  enabled  independent 
operators  reached  by  it  to  sell  their  coal  at  distributing 
points  in  free  competition  with  the  defendant  coal  com- 
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{Miiu€8.  ^^Wherefore^^l avwi  the^  pha4ifkg,  "the  delendlknts, 
the  Seading  Companyyownvig  the  entire  capital  :^oek  of 
the  Philadelphia  &  Seadingt. Railway  Compai^,  tand!  the 
other  oarrier  compames  defei^da^ts.  hejrein,  contiiollijig  ool- 
lectively  all  means  of  transportation  between  the, mines 
(849]  and  shipping  popoits  at  .New  York  Harbor^  eombined 
together  for. the  purpose  txf^sbuttiag  oat  the  proposed  rail- 
rpad  and  prerentiiig.  .opmpetition  with  .them  in  the  .ti^ns- 
port^tion  of  <;pal  from  the  mines  to  other  States,  and  the 
sale  of  coal  in  eompetition  with  their  own  controlled  opal 
in  the  markets  of  other  States."  The ;  plan  devised  was 
to  detach  from  the  enterprisethe  powerful  support  af  Sii^p- 
son  &  Watkins  apad  the  great  tocmage  which  their  oorop^ra- 
tion  would  give  to  the .  new  road,  by  acquiring  lor  the 
combination  the  coal  properties  ,suid  cpUicries  controlled 
by  that  (great  independent  firm  of  operators.  This  woiuld 
not  only  strangle  the  project,  but  secure, them. forever  against 
new  schemes  induced  by  the  >lafge  tonnage  produced  by 
these  edght  coUi^ies,  -and  secure  not  4)nly  that  tonnage,  for 
their  oiprn  lines,, but  keep  the  coal  forever  out  of  compe- 
tition with  that  of  their  controlled  Qoal-producmg  com- 
panies. 

The  scheme  was  worked  out  with  the  result  foreseen  and 
intended. .  *  The  capital  stock  of  the  Temple  Iron  CSompany, 
aggregating  only  $240,000,  was  all  secured.  That  company 
was  then  operating  a  small  iron  furnace  near  iReading.  Its 
.assets  were  small,  but  its  charter  was  a  ^special  legislative 
charter  which  gave  it  power  to  engage, ia  almost  any  sort 
of  business,  and  to  increase  its  capital  substantially,  at  will. 
Control  of  that  company  having  been  secured,  it  was  used 
as  the  instr.ument  for  the  purpose  intended. 

The  plan  by  which  the  dj^fendant  carriers,  were,  eoabted 
to  carry,  out  this  sclieme  .and  apportion  amojag  themselves 
proportionate  interests  in  the  property  acquired  and  the 
burden,  to.  be  assun^ed,  wa^^not  simple,  but  elaborate.  The 
financial  arr^aixgementa  seem  to,  have,  been,  madi^  i^ough  Mr. 
Baer,  who- was  the  .president  of;ap4  a  Ja^e^  stockholder,  in 
the  Temple  Company,  ^ndiMr^  Srol^rt  Bacon,' of  the  firm 
.of  J.  P,  Morgan  4  JpopApaay. .  Shortly  stated,  it  was  this: 
The  Teqiple  Company  ^Ms^eased  its,.X^O]  icapital  stpck  to 
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:  $3^00^000  and  issued  mortgage  bonds  aggregating  $8^500^000. 

I  Simpson  A^Watkins  agreed,  to  mil  to  the  Temple  Company 

.  their  properties  for  something  npar*$&)000/}00.  They  ac- 
cordingly transferred  to  the  Temple  Company  tiie  oapitol 
shares  in  i  the  several  ooal  companies,  holding  the  title  to 

M  their  eight  collieries^  and  received  in  exchange  $2^00)000 
in  the  shares/ of.  the  Temple  Company^  aand  IS^SOOyOOO-of  its 
jnortgage  bonds.  By  oontemporaneous  instruments  Simp- 
scm  &  Watkins  transferred  to  Hae  defendant,  the  Guaranty 
Trust  Company  of  New  Y4>rk,  astrutftee^  this  capital  stock 

i.and'  $2,100,000  of  the  bonds  of  the'  Temple  Company,  and 
received    from   the   Guaranty    Company   $3^8^996.^  in 

.  money  and  $1,000,000  in  certificates  of  beofeficial  interest  in 
the  stock  .of  the  Temple  Company.  The  Ghiaranty  Com- 
pany seems  to  have  been  but  a  medium  and  was  accordingly 
protected  by  a  contemporaneous  contract  with  the  Reading 
Company  and  the  other  carrier  defendants  by  which  they 
severally  contracted  with  the  Guaranty  Company  to.  pur- 
chase the  Temple  Company's  capital  stock  in  a  certain  agreed 
proportion  or  percentage  of  the  total  capital  stock,  and  to 
guarantee  the  bonded  debt  of  the  Temple  Company  in  the 
same  proportion.  A  large  proportion  of  the  bonds  and  of 
the  beneficial  certificates  of  interest  in  stock  of  the  Temple 
Company  was  later  guaranteed,  or  underwritten  as  the  stock 
phrase  goes,  by  a  syndicate  including  J.  P.  Morgan,  Wil- 
liam Bookef eller,  the  Guaranty  Company,  and  others. 

Thus,  it  came  about  that  when  this  bill  was  filed  the 
stock  of  the  Temple  Company,  which,  as  seen,  is  a  mere 
holding  company  for  the  several  def^dant  carrier  com- 
panies, was  owned  by  the  defendants,  and  the  obligatioils 
of  that  company  were  guaranteed  by  them  in  proportions 
based  on  the  percentage  of  the  total  anthracite  tonnage  car- 
ried annoally  by  each* of  the^  defendant  carriers,  namely: 
•  The  Reading  Company  and  the  Beading  Bail[S51Jway 
Company,  being  treated  as  one  and  the  same  in  this  matter, 
S9M  per  eent;ithe  Lehigh  Valley  Bailroad  Company,  22.98 
per^csnt;  the  Central  Railroad  of  New*  Jersey,  17.12  per 
cent}  the  Delawate,  Lackawanna  ft' WeeteraRalliioad  Com- 
pany^ l^M  per  cent; "the  Erie  Bailroad  Company,  6M 
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per  cent;  the  New  York,  Susquehanna  &  Western  Bailroad 
Company,  4.86  per  cent.  At  the  time  this  proof  was  taken 
the  average  annual  output  of  the  collieries  thus  acquired 
was  about  1,600,000  tons,  and  in  the  last  year  the  output  had 
arisen  to  1,950,000  tons.  This  combination  of  the  defend- 
ants through  the  Temple  Iron  Company  was  effective  in 
bringing  about  the  designed  result.  The  New  York,  Wyo- 
ming &  Western  Bailroad  Company  was  successfully  stran- 
gled, and  the  monopoly  of  transportation  collectively  held 
by  the  six  defendant  carrier  companies  was  maintained. 

The  projected  competing  railroad  was  undoubtedly  a 
good  faith  proposition  and  held  out  promise  to  independent 
coal  operators  not  only  of  the  prospect  of  competition  in 
transportation  from  the  mines  to  tidewater,  but  the  possi- 
bility of  selling  their  coal  either  to  the  controlled  coal  com- 
panies defendant  at  better  prices  or  to  the  consimiing  public 
at  tidewater  in  competition  with  that  of  the  controlled  coal 
companies.  But  if  we  assume  that  its  construction  was 
doubtful,  the  result  must  be  the  same  as  characterizing 
the  purpose  and  design  of  the  concerted  action  of  the  de- 
fendants. They  were  so  far  convinced  of  the  threatening 
character  of  the  enterprise  that  they  were  moved  at  great 
cost  to  thwart  it  and  at  the  same  time  remove  the  tempta- 
tion for  like  competition  by  securing  to  themselves  forever 
the  product  of  the  collieries  named. 

That  the  collieries  to  be  reached  by  the  new  road  were  not 
all  reached  by  each  of  the  defendants  is  true.  The  great  bulk 
of  tonnage  from  them  seems  to  have  been  carried  by  the 
Erie,  the  Lehigh,  and  the  Lackawanna.  But  the  preserva- 
tion of  the  monopoly  of  transportation  [852]  from  the 
mines  to  tidewater  held  by  the  six  lines  which  were  serving 
the  region,  was  plainly  a  common  interest — a  collective 
monopoly  by  which  the  profits  in  coal  could  be  secured  and 
the  monopoly  maintamed  by  diutting  out  any  new  line  to 
tidewater.  The  extent  of  the  interest  of  each  in  the  desired 
result  seems  to  have  been  estimated  by  themselves  as  fairly 
measured  by  the  percentage  of  the  total  tonnage  theretofore 
carried  annually  by  each.'  Thus  it  was  that  they  became 
owners  of  the  Shares  in  the  Temple  Company  and  guaran- 
tors of  its  obligations  in  the  same  proportions. 
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It  has  been  aMggefited  tiiat  «moe  ihe  New  York^  Wyomiiig 
&  Western  Bctilioadhafi  been  effectively  sti^ng^  that  it 
will  be  idle  to  enjoda  tke  doing  of  an  act  ferlretidy  aooom- 
plifihfid.  But  that  is  a*narrow  view  of  the  relief  whkh  may 
b&  grax^;ed  under  the  statuteiaiid  the  frafiie  of.  this  bill. 

The  combination  by  neans  of  the  Tonple  Cednpaiiy  ttill 
asista  It  has  been^.  and  still  is  an  effioMit  argenoy  for  the 
ooUective  aictivities  of  the  defendant  oaittiers  for  the  pilr- 
poae  of  preventing  competition  in  the  tsanopoBtation.  and 
sale  of  coal  in  other  States. 

Thnt  under  the  law  of  Fennel vania^aoh  of  the  defendant 
carvier  Gompanies  has  the  power  to  acquire  and  hold  rthe 
stock  of  coal-produoing  oompamea  may  be  true*  That  the 
T^ple  Company  may,  under  ^he  same  Isi^^  have  the  pow^r 
to  acquire  and  hold  the  capital  stock  oi:the  Simpson  & 
Watkins'  collieries  may.  aleo-beooluQeded*  Bat  if -the  de- 
fendant carriers  did^  as  we  have  found  to  betthe  fact,  com- 
bine to  restrain  the  freedom  of  interstate  aooMneroe -either  in 
the  transportation  or  in  the  sale  of  anthracite  ^okL  in  the 
markets  of  other  Statesi  aad  adopted  as  a  meaM  for  that 
purpose  Iha  Temple  Conqmny,  a»d  through  it,  the  'OMtrol 
of  the  great  Simpson  A  Watkins'  collieries,  thd  parts  of 
the  general  scheme,  however  lawful  eondddered  talone,  be- 
come parts  of  an  illegal  eombinatimi  [^ftft]  under  the  Fed- 
eral statute  which  it  is  the  dut^  of  the  court  to  tdissolve, 
irrespective  of  how  the  l^gtl  title  to  the  eh^res  is  held. 
ffarriman  v.  Northern  Securitu$  Co.y  197  U.  S»  3M,  ^1. 
So  ]ong  as  the  defendaniB  <are  able  to  esenuse  the  ip^wer 
thus  iU^gally  acquired,  it  may  be  mMt  effioiwtly.  exerted 
for  the  continued  and  further  suppmssion*  of  oompetifeiaii. 
Through  it,  the  defendants,  in  combiMtion,,  may  absorb 
the  netmaining  output  of  independmt  produioaES.  rTherevil 
is  in  the  combination.  Without  it  the  aaverd  <gvoiVB  lOf 
ooal*cari:yiagi  and  coal^producuq;  opmpaw^  have  therpower 
and  motive  to  compete.  That  each  maj.for  itself -lidfVffn^e 
the  price  of  .coal  or  cut  down  the  pj^duction,,is  true.  ]^ut 
in  the  power  which  each  other  group  would  have  to  oompeto 
^w(ould  be  found  a  coicrective.  The  «tatiri»fosbide  the- teen- 
certed  action  which/ha6iai9ead(y*jbMa{^iabln]t-4haiataraii- 
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glisg  of  a  projected  competing  railroad  and  the  complete 
ccmtrol  of  the  sale  of  an  immense  tonnage  of  independent 
coal  which  had  prior  thereto  not  only  been  a  menace  to 
their  collective  control  of  the  means  of  transportation  to 
New  York  Harbor  points,  but  a  large  competing  factor  in 
sales  at  these  points.  The  Temple  Company,  therefore, 
affords  a  pow^ul  agency  by  means  of  which  the  unlaw- 
ful purpose  which  induced  its  acquisition  may  be  continued 
beyond  the  mere  operation  of  the  Simpson  &  Watkins' 
collieries. 

Its  board  of  directors  includes  the  presidents  of  the  de- 
fendant carriers,  who  also  are  the  presidents  of  the  defend- 
ant coal  companies,  and  these  defendant  companies  abso- 
lutely dominate  its  affairs.  The  Temple  Company  also  owns 
and  dominates  the  great  collieries  obtained  from  Simpson  & 
Watkins.  Its  board  of  directors,  composed  as  it  is  of  men 
representing  the  defendants,  supplies  time,  place,  and  occa- 
sion for  the  expression  of  plans  or  combinations  requiring 
or  inviting  concert  of  action.  Though  as  a  board  it  may  not 
dictate  the  activities  of  [S64]  the  owning  corporations,  still, 
in  view  of  the  relation  of  the  Teriiple  Company  to  the  de- 
fendant carriers  and  their  respective  coal-mining  companies, 
and  of  the  constitution  of  its  directors,  the  attitude  of  its 
board  as  indicated  by  the  proceedings  spread  upon  the  cor- 
porate minutes  is  of  significance  upon  the  question  of  the 
existence  of  any  concerted  purpose  to  unite  the  activities  of 
its  corporate  owners  to  suppress  competition.  There  are  to 
be  found  on  the  minutes  of  the  Temple  Company  a  number 
of  entries  which  point  strongly  to  combinations  between  the 
defiendants.  Thus,  on  June  27,  1899,  a  committee  was  ap- 
pointed to  consider  the  establishment  of  a  statistical  bu- 
reau, ^^to  keep  a  record  of  all  matters  of  interest  to  the 
anthmcite  companies."  What  resulted  does  not  appear  from 
any  further  minutes.  On  July  2, 1901,  a  resolution  in  these 
words  was  adopted: 

**  Resolved,  That  Mr.  Oomming,  Mr.  3ayre,,  Mr.  Hendersoii, ,  Mr. 
OaldWell,  and  Mr.  Warren  be  appointed  a  committee  to  consider  the 
advisability  and  expediency  of  making  a  40  per  c^t  rate  to  ontiAfle 
■blppera^  iar  a  flat  rat^  aod^-if  so,  wliat  mte.**   ' 
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By  ^  outside  shippefs  "  the  witness  says  was  meant  ^  inde- 
pendent qperators,"  who  shipped  their  own  coal.  Ilie  wit- 
ness by  whom  this  action  was  proved  says  that  he  never 
saw  the  report  and  does  not  know  that  any  was  made  by 
the  committee.  It  is  true  that  Mr.  Baer,  the  president  of 
the  Temple  Company,  denied  that  the  Temple  Company 
had  or  undertook  to  exercise  any  power  in  req>ect  of  car- 
rier rates,  or  in  fixing  prices  of  coal.  He  says  that  the 
minute  entoies  referred  to  above  are  matters  ^^interjected 
by  somebody,"  mider  a  misconception  of  tiie  powers  and 
duties  of  the  directors  of  that  company,  and  came  to  nothing. 
That  he  shortly  took  the  presidency  himself  and  that  the 
Temple  Company  ^^has  been  run  as  the  m^  harmless 
mining  company  in  the  State  of  Pennsylvania,''  and  has 
had  nothing  to  do  with  the  [S66]  price  of  coal  or  with 
rates  for  transportation.  But  this  disclaimer  of  power 
does  not  detract  from  the  significance  of  tiie  minutes  of  the 
board  referred  to  as  evidence  bearing  upcm  the  question  of 
the  relati(m  of  the  several  defendants  to  each  other. 

We  are  in  entire  accord  with  the  view  of  the  court  below 
in  holding  that  the  transaction  involved  a  concerted  scheme 
and  combination  for  the  purpose  of  restraining  commerce 
among  the  States  in  plain  violation  of  the  act  of  Congress 
of  July  2, 1890. 

8.  We  come  now  to  the  sizty-five  per  cent  contracts. 

The  charge  of  the  petition  in  reject  to  these  contracts  is 
substantially  this: 

a.  That  the  defendant  caarriers  possessed  a  substantial 
monopoly  of  all  of  the  means  of  transportation  between  the 
eoal  region  and  tidewater. 

b.  That  they  directly  <h:  indirectly  through  their  con- 
trolled coal  companies  produced  about  seventy-five  per  cent 
of  the  annual  supply  of  anthracite  coal. 

c.  That  twenty  per  cent  or  more  of  the  aimual  supply 
was  produced  by  independent  operators,  ^ose  collieries 
were  located  c<mtiguoUfi  to  the  carrier  lines  of  tiie  defenchmt 
companies. 

d.  This  being  the  situatidik)  it  is  diaiged,  that  for  the 
purpose  of  preventing  the  output  of/thef»  ind^fiendeiit  pro- 
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ducers  ^^frmn  being  ckM  thvoHgjbout  the  w^enl  States  in 
competition  with  the  output  from  their  own  misee  or  of  the 
miiMs  of  their  subsidiary  coal  oonimiiiesy  tiiemad  delendant 
carriers^  having  almost  a  ootnfiiete  monopoLyof  the  means 
of  transportation  between  the  antiiracite  muuB  and  ti^- 
water,  entered  into  and*now  maintain. an^ agreement,  combi- 
nation, or  conspiracy  to  use  their  power  as  said  carriers  to 
obtain  control  of  the  sale  and  disposition  of 'the  aforesaid 
output  of  tibie  independent  mineain  the  markets  of  the  sev- 
eral Stales,  partieuhiriy  [tf6]  of  tiie  .great  distrttmting 
market  at  New  York  Harbor,  in  violation  of  the  aforesaid 
act  of  July  2, 1890." 

It  is  further  averred: 

e.  That  prior  to  1900  the *de£einbint8  ^'severally  made'* 
a  large  number  of  dhort^terti  oonttacte  for  the  punshase  of 
the  ooal  of  independoat  operators  ^^  along  Hieir  vespeetive 
lines,"  at  prices  nanging  from  fifty *five  to  mty  per  ^mt  of 
ihe  average  price  at  tidewater. 

That  upon  the  termination  of  these  eontr»0ts<  the  defend- 
ants ^^  in  pursuance  of  a  previous  agreement  between  them- 
selves, severally^offeredtomaJBe  and  did  make  «nd  conclude 
with  nearly  all  of-  the  independent  operators  along  their 
Ikns  new  oontraote  containing  substantially  uniform  pro- 
visions agreed  upon  beforehand  by  the  defendant  carriers 
in  concert,  some  of  the  opeMtors  contraoting  with  one  of 
the  defendnts  and  >»me  wit^  another,*'  by  which  such 
operators  "severally  agreed"  to  deliver  c&  oars  at  bMafcers 
"to  one' or  the^othwof  the  dafeildant  carrierss  or  its  sub- 
sidiary ooal  ooBipa«iy,  all  the  anthrttctte  «oal  tbmeaftei- 
mined  from  any  of  their  mines  now  opened  and  operated, 
or  which  i^hiey  mi^t  thereafler  open  and  operate,  deliveries 
to  be  made  from  time  to  time  asusaUed  for,"  etc  In  con- 
sideration, the  sellers  weie  'to  receive  far  prepared  ei^es 
sizt^^ve  inr  cedt  oi  theii^eMral  mven^ge  prto^  prevailing 
at  tidewatir>  points  ait  lorinetfr  IJi^w  York  ae  oomputsd  from 
.ttonth'to.monfh^  thdatainage  ptioe1»  be  settled  hy*  aaiexpert 
agreed  upon  by  the  parties. 

IttiA  ftmfhe]r>«ren6d  that  thai^ipiee  wa^  Mi^fearte^eniible 
^  ■Mliifiii'liMti  apMiior:yei|ICQrii^9Jiati^>i«iie>ifitf  Ithese  {Ma- 
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traptsto  reiiiMiqKm  his  coal  frMA  ftfteM  to  fifty  cents 
more  than  he  could  when  shipping  on  his  ewn  account  after 
pejnng  the  established  rates  ol<  transportation,  vMte  and 
cost  of  selling,  in  competition  with  UtiB  coal  of  tiie  defend- 
ants. That  the  difiarence  was  the  price  paid  io9  Hbe  privi- 
lege of  contvollingr  the  s^e  of  the  iadepeadent  [ttVJ  out- 
put, ^' so  as  to  prevent  it  from  selling  in- competition  with 
the  output.of  their  own  minesc'* 

It  is  theft  further  alleged  HieA*  ibe  reMdt  of  this  plan, 
^^  as  was  intended,  was  to  draw;  if  not  to  force,  the  great 
body  of  independent  operators  into  making  the  aforesaid 
contracts,  thereby  enabling  the  defendants  to  control  abso- 
lutely, and  uiitil;  the  mines  are  exhausted,  the  output  of 
most  of  the  i]idq)endeBti  antbraeite  mines,  and  to  prevent 
it,  as  aforesaid,  from  being  sold  in  competition  with  the 
output  of  their  own  mines  in  the  macbeta  oi  the  several 
Stetea,  particularly  in  the  great  tidewater  marketa" 

It  is  di)viou8  that  the  avermeeato  do  not  touch  upon  the 
legality  of  the  contracts  considered  severally,  and  adc  no 
relief  upon  the  theory  that  each  was  a  coAtract  in  restraint 
of  trade.  The  themy  and  charge  of  the  hih  is  that  by  con- 
ceded action  between  the  drfendaate  ther  independent  oper- 
ators were  to  be  induced:  to  ootter  sin^^y  into  uniform  agree- 
ments for  tbS'Sale  of  the  entire  output  of  their  several  mines 
and. any  othor  they  might  thereafter  acquire,  excluding  a 
negligible  amount  ocf  unmarketable  ooal'and  coal  for  local 
consumption.  And  the  further  theory  of  the  pleadinfl^.  is 
that  by  such  concerted  action  and  through- the  higher  price 
offeied^  thoi delendantfi  would  obtftui  such  control' of  inde- 
pendent coal  as  to  prevent  oomfMtition>in  the:maiJEets  of 
other  Statea. 

It  is  not  eaa»ntial  that  these  contracts  conmdered  singly  be 
unlawful  aa  in  leeiaraiiMt  of  trade«  So  considered,  they  may 
be  wholly  innocent.  Eren  ada  abiolutdy  lawful  may  be 
steps  in:  a  criiaUial  plot.  Aiiiew  v.  Wia&Hisin,  lft&  <U.  S.  IHi 
206.  But. a. series- ol  such,  contracts,  if  tli»  result  oli a  con- 
certed plan  01?  piet  between  the:def»dantfl  to  tbeneby  seourQ 
contnrf  ol'theisaJe  of  the  indepoidABttCOalin  the^maskete  of 
othepi  StateSf  aniMtheoehir  ai^presa  oonq^ition  inri  pram 
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between  their  own  output  and  that  of  the  independent  op^ 
rators,  would  a»ne  plainly  within  the  terms  of  the  statute, 
and  as  parts  of  the  scheme  or  plot  [868]  would  be  unlawfuL 
Thus  in  Swift  dk  Company  v.  United  States,  196  U.  S.  876, 
396,  where  a  plan  or  sdieme  consisting  in  many  parts  or  ele- 
ments was  averred  to  constitute  a  combinaticm  forbidden  by 
the  act  of  July  2, 1890,  it  was  said : 

**  The  scheme  as  a  whole  seems  to  ns  to  be  within  reach  of  the  law. 
The  constltQent  elements,  as  we  baye  stated  them»  are  enough  to  give 
to  the  scheme  a  body  and,  f<ff  all  that  we  can  say,  to  accomplish  It. 
Moreover*  whatever  we  may  think  of  them  separately  when  we  take 
them  up  as  distinct  charges,  they  are  alleged  sufficiently  as  elements 
of  the  scheme.  It  is  suggested  that  the  several  acts  charged  are 
lawful  and  that  Intent  can  make  no  difference.  But  they  are  bound 
together  as  the  parts  of  a  single  plan.  The  plan  may  make  the  parts 
unlawful." 

That  the  plan  was  calculated  to  accomplish  the  design 
averred,  in  the  present  case,  seems  plain  enough.  The  an- 
thracite field  was  very  limited.  The  means  for  tranq>orta- 
tion  from  the  mines  to  seaboard  shipping  points  were  in  the 
hands  of  the  defendant  carriers.  They,  together  with  their 
subsidiary  companies,  controlled  about  ninety  per  cent  of 
the  coal  deposit  and  about  seventy-fiye  per  cent  of  the  annual 
output.  If  the  remaining  output,  that  of  the  independent 
operators  along  their  several  lines,  could  be  controlled  as  to 
production  and  sale  at  tidewater  points,  there  would  inevita* 
bly  result  such  a  dominating  control  of  a  necessity  of  life 
as  to  bring  the  scheme  or  combination  within  the  condemna- 
tion of  the  statute. 

That  these  sixty-five  per  cent  contracts  were  the  result  of 
an  agreement  through  protracted  ccmferences  between  tlie 
independent  operators,  acting  through  an  authorized  com- 
mittee, and  officials  of  the  carrier  defendants,  who  were  like- 
wise officials  of  the  coal  companies  subsidiary  to  the  railroad 
companies,  is  plainly  established.  That  they  were  designed 
by  the  defendants  [869]  as  a  means  of  controlling  the  sale 
of  the  independent  output  in  the  market  at  tidewater  points, 
thereby  preventing  competition  with  their  own  coal  and 
as  a  plan  for  removing  the  great  tonnage  controlled  by  the 
independents  from  being  used  as  an  inducement  for  the 
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entry  of  competing  carriers  into  the  disbrict,  is  a  plain 
deduction. 

Some  of  tbe  facts  which  lead  to  this  conclusion  will  be 
referred  to  as  briefly  as  the  great  importance  of  the  case 
will  permit: 

That  for  a  long  time  many  of  the  independent  operators 
had  been  selling  their  output  to  their  great  rivals,  the  de- 
fendant carriers  and  their  several  coal  companies,  is  true. 
By  means  of  suph  sales  and  deliveries  at  their  own  breakers, 
the  sellers  avoided  freight,  waste,  and  expense  of  sales 
through  agents,  etc.  The  price  they  would  thereby  realize 
was  fixed,  and  they  were  not  dependent  upon  a  fluctuating 
market.  So  long,  therefore,  as  they  could  sell  to  their  rivals 
at  their  breakers  to  better  advantage  than  they  could  ship 
and  sell  on  their  own  account,  the  method  appealed  to  them. 
But,  obviously,  buyer  and  seller  were  not  upon  an  equal 
plane.  The  former  had  control  of  freight  rates  and  car 
service.  The  seller  must  pay  the  rate  exacted  and  accept 
the  car  service  supplied  him  by  the  buyer,  or  appeal  to  the 
remedies  afforded  by  the  law.  If  the  rate  of  freight  to  tide- 
water was  onerous  and  was  imposed  upon  the  coal  produced 
by  the  defendants  and  their  allied  coal  producers  with* 
out  discrimination  against  the  coal  of  the  independent 
shipper,  it  would  nevertheless  bear  upon  the  latter  oppres- 
sively,  since  the  rate  paid  would  find  its  way  into  the  pocket 
of  the  defendants.  Therefore  it  was  that  the  higher  th(» 
freight  rate,  the  greater  the  inducement  to  sell  to  the  car- 
rier companies.  That  the  conditions  were  not  accepted  by 
the  independent  producers  as  satisfactory,  is  evident.  The 
majority  at  all  times  stood  out,  and  those  making  such 
agreements  as  well  as  those  refusing  to  do  so,  maintained 
[860]  an  agitation  for  better  freight  rates  and  better  prices 
for  those  who  preferred  to  sell  at  their  breakers.  For  many 
years  before  this  proceeding  they  maintained  an  organiza- 
tion called  the  Anthracite  Coal  Operators'  Association,  and 
through  that  body  endeavored  to  improve  their  situation. 

The  series  of  contracts  here  involved  were  all  made  since 
1900,  and  are  therefore  subsequent  to  the  combination 
through  the  Temple  Iron  Company,  already  considered. 
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The  cbaife  is  that  since  thftt  combinatioir  the  defendants 
further  combined  through  these  contracts.  Prior  to  1900, 
we  find  no  evidence  of  anj  combination  or  agreement  for 
the  proeuPdment  ofoomtraetd  of  sale  with  independent  op- 
erators. Upon  the  contrary  there  is  much  to  indicate  that 
there  was  more  or  less  oompetitimi  for  ^oal  accessible  to 
more  than  one  of  ih»  buying  defi^ndants.  The  eftect  of  com- 
petitioA  ia  shown  by  tiie  gradual  nse-  in  the  price  the  great 
coBLpuiiesi were  willing  to  pay.  In  the  earliest  stages  of  the 
bnsinesB'the  buying  price  seems  to  have  been  fixed  with  some 
relation  4o  the  varying  wage  scale  of  miners.  This  gave  way 
tp  an  agreed  percentage  of  the  current  price  at  tidewater. 
Thus  the  .earlier  contracts  allowed  the  seUing  operator  only 
forty  per  cent  ol  the  tidewater  price  for  prepared  sices. 
Through  con^tition  between  tile  existing  companies,  and 
through. that  which  resulted'  from  the  entry  of  new  carrier 
lines  with  their  subsidiary  coal  ccNtnpanies,  the  price*  was 
foreed  gnadually  up  from  forty  to  sixty  per  cent  of  the  tide- 
water price,  and  at  this  latter  figure  the  price  stood  when 
the  canibiniyfciop  here  averred  came  into  existence. 

We  have  mentioned  the  influenee  of  the  coming  into  the 
region  of  new  coalncarrying  railroads  upon  the  per  cent  of 
the  tidewater  pvice^  which  the  independent  operators  wt^re 
able  to  obtain  fram  the  buying  coal  companies.  This  influ- 
wee,  as  wc'  shall  see^  was  a  large  factor  in  bringing  about 
thet  contraxtts  now  in  question.  The  carriers  [361]  here  de- 
fendant did  not  all  obtain  their  foeiinp  in  this^  anthracite 
field  at  the  sa^ne  time.  Thus,  whm  the  'Ifew  York,  Sinqne^ 
hanna  &  Western  was  projected,  it^  thcough  its  coal  comr- 
pfuqr,  ojEered  to  bujjr  coal  on  fifty  per  cent  contnactsL.  The 
price  before  that  had  be^ot  forty  to  forty-five  per  cental  The 
result  was  that  the  other  compiuu^  came  gradually  up  tn 
the  sameprioe.  This  was  latein  ib^  eighties,  the  exact  date 
not  being  at  hand.  Again,  it  is  said  in  the  brief  for  the  de- 
fendants, that: 

"  In  the  early  90*a,  the  New  York,  Ontario  &>  Western  Railroad 
bnUt  a  branch  Into  the  Wyoming  region  and  sought  tonnage.  Mr. 
g^turgis  wa«'c6iBmliirloned  beforehand  by  the  coal  6ompiAiiy  of  that 
allraid  to  efler  m  pev  cent  contnietrt  dB'  the  ttbderstandki^'that,  ff 
hfi.  eoQld  oeaure  a  baU  mlUlpn  tena  aaoaally;:  tbe  branch  would  be< 
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bnlltL  The  branch  railroad  was  built,  and  by  its  help  largp  new 
acreages  of  coal  lands  were  developed,  tributary  to  the  Ontario  & 
Western  Railroad." 

A»  a  co|isAqueia^Q8r  &ays  the  same^  bnef ,  ^^  ibfi  othfir  coaL 
companaea  began*  to:  raieetibeir  rates  to  60  per  ceni,''  and 
by  1892  that  had  become  the  settled  priee. 

The  influence  of  competition,  actual  or  threatened,  was 
also  illustrated,  in  1898,  when  the  New  York,  Wyoming  & 
WeaAern  wa&  pirojeQtedf  A  large  number  of  coal  oontraots 
had  expireid  or  wcare>aiiout  to  expii^  thus  CFeating  a  gceat 
tonnage-  open  to  competition.  Many  of'  the  operators  in  the 
Wyoming  region  of  the  coal  field  united'  their  influence  to 
procure  the  building;  of  a  competing  line  between  the  mines 
and  New  York  Haibor  pointe.  To  this  end  a  large  tonnage 
WHS:  pledged  to  its  eoai-seUing  company,  whdch  offered  to 
pay  65  per  cent  of  the  tidewater  price  to  sudi  operators. 
How  and  why  that  project  failed  we  have  already  shown  in 
the  section  of  this  opinion  devoted  to  the  Temple  Iron  Com- 
pany combiination. 

When  that  effort  failed  there  arose  a  movement .  for  a 
[8M}  new  road  from  the  mines  to  tidewater  through  the 
Pennsylvania  Coal  Company.  That  was  one  of  the  great- 
est of  the  independent  companies,  producing  in  1899  about 
two  milUom  tons.  It^Qpntrolled  a  coal-gathering  railroad 
called  thfe  Erie i&. Wyoming  Valley  Bailroady  and  psepoeed 
its^extcnidion  to  Lackawaxen,  and  to  cause  the  construction 
frdm  that  point  of  a  railroad  line  to  the  Hudson  River.  To 
this  end  it  caused  to  be.  organized  the  Delaware  Valley  & 
E^iAgston  Railroad.,  Of  this,  projept^  Mx,  Thomas  tb/^  presi- 
dent-ol  the  Erie  fiaiboad  Company^  saidz  ^^Tfaa;^  were 
threatening  and  fattdl  staFted  .to- build  a  eorapeting  road  to 
the  Hudson  River."  The  independent  operatcfrs,  in  an  asso- 
ciation maintained  by  them  for  their  mutual  protection, 
hailed  this  scheme  with.  jojST-  At  a  meeting  of  the  associa- 
tion on  N0venbiur!22)  I890vfthe  feUowiag miauAe  was  made: 

••  Mr.  fi.  L.  Pulfer,  chairman  of  the  executive  cotmnittee,  on  being 
called  upon,  told  of  the  efforts  which  have  been  made  to  Induce  the 
yarious  anthracite  railroads' to  offfer  more  satisfactory  terms  for  the 
purchase  of  the  operators*  coal,  and  of  the  absolute  fciiWire  of  these 
efforts  to  bring  about  any  definite  result  He  then  reported  the  or- 
ganization of  the  Delaware  Valley  &  Kingston  Railroad,  backed- by 
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tlie  Pennsylvania  Goal  Ck>mpany,  and  tlie  proffer  of  tliia  latter  com- 
pany to  purchase  coal  from  operators  in  the  Wyoming  and  Lehigh 
region,  paying  65  per  cent  of  the  tidewater  price  for  chestnut  and 
larger;  GO  per  cent  for  pea  coal,  and  a  flat  85  per  cent  freight  rate 
on  buckwheat  and  smaller  sizes.  These  contracts  were  to  be  for  all 
of  the  coal  in  the  ground,  thus  settling  permanently  the  price  which 
the  operator  would  receive. 

"After  extended  discussion  as  to  the  details  of  these  contracts,  and 
a  compromise  with  the  results  obtained  under  the  old  contracts,  the 
following  resolution  was  offered  and  passed  unanimously: 

** 'Whereas  the  Brie  &  Wyoming  Valley  Bailroad  Com-  [SM] 
pany  has  juranged  to  build  a  branch  line  from  Hawley>  Pa.,  to  a 
point  on  the  boundary  line  between  New  Tork  and  Pennsylvania  at 
Lackawaxen,  forming  a  connection  with  a  raihroad  proposed  to  be 
constructed  by  the  Delaware  Valley  &  Kingston  Bailroad  Gompany 
to  tidewater,  at  Kingston,  on  the  Hudson  River; 

"  *And  whereas  the  construction  of  the  said  railroads  is  approved 
and  promoted  by  the  Pennsylvania  Coal  Cotnpany,  whidi  has  large 
interests  in  the  anthracite  coal  region ; 

*"And  whereas  the  independent  operators  and  the  general  public 
are  now  largely  at  the  mercy  of  the  existing  railroad  companies, 
which  charge  unreasonable  rates  for  their  services,  owing  in  part 
to  the  large  amounts  for  which  the  said  companies  have  been  capi- 
talized; 

"'And  whereas  it  would  be  highly  advantageous  to  all  the  Inde* 
pendent  owners  of  coal  properties  throughout  the  entire  anthracite 
region  of  Pennsylvania  to  have  the  railroad  connection,  now  proposed, 
completed  as  speedily  as  possible ; 

"  'And  whereas  it  is  equally  desirable,  in  the  interests  of  the  people 
of  the  State  of  New  York  and  the  public  in  general,  that  sudi  railroad 
connection  shall  be  made  (since  it  will  necessarily  result  in  a  ma- 
terial reduction  of  the  price  paid  for  anthracite  coal  by  consumers) : 
Now,  therefore,  it  is 

"^Resolved,  I.  That  this  association  hereby  expresses  its  hearty 
and  unqualified  approval  of  the  proposed  plan  for  the  construction 
of  the  said  railroads,  and  heireby  pledges  Its  constant  sui^ort  and 
active  assistance  in  iwomoting  the  speedy  construction  end  oompletton 
of  the  said  railroads. 

"  'II.  That  a  committee  of  three  be  appointed  by  the  president,  of 
which  the  president  shall  be  a  member,  to  take  such  steps  as  may  be 
deemed  advisable  toward  furthering  the  said  plans  and  co-operating 
with  the  said  com-  [t64]  panles  tot  th^  completion  of  the  said  rail- 
roads, and  that  a  report  of  their  proceedings  be  submitted. to  the  next 
meeting  of  this  association.* 

"  In  the  discussion  which  followed,  it  was  the  opinion  of  those 
present  that,  in  view  of  the  hearty  assistance  which  had  been  ac- 
corded the  operators  by  the  Pennsylvania  Coal  Company,  it  was  the 
duty  of  the  members  to  give  to  this  company  all  of  the  tonnage  which 
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they  could  deliver  aiul.QOt  to  permit  any  more  advantageous  offers 
which  the  older  companies  might  make  to  divert  freight  from  a  road 
which  was  constructed  to  give  the  operators  a  fair  share  in  the  sell- 
ing price.  A  vote  of  thanks  was  accorded  Mr.  Fuller  for  his  labor 
and  great  success  in  accomplishing  a  work  which  was  for  the  ad- 
vantage of  every  individual  operator  in  the  anthracite  re^ons." 

It  is  enough  to  say  of  this  project  that  it  was  abandoned 
when,  in  1901,  the  Erie  Railroad  acquired,  without  any  con- 
ceil  of  action  between  it  and  the  other  carrier  defendants, 
the  capital  stock  of  the  Pennsylvania  Coal  Company,  which 
carried  with  it  the  capital  stock  of  the  Erie  &  Wyoming 
Valley  Eailroad  and  the  Delaware  &  Kingston  Railroad. 

The  persistent  effort  of  the  independents  to  bring  into 
the  field  competing  carrier  and  coal-producing  companies 
was  a  menace  to  the  monopoly  of  transportation  from  that 
field  to  tidewater  which  the  defendants  collectively  pos- 
sessed. The  independent  output  was  one-fourth  of  the 
annual  supply.  It  was  mainly  sold  at  tidewater,  where  it 
came  into  active  competition  with  the  larger  production  of 
the  defendants;  but,  as  we  have  already  seen,  this  enormous 
tonnage  offered  a  great  inducement  to  the  organization  of 
new  carrier  lines  from  the  mines  to  the  seaboard.  The  con- 
tracts theretofore  made  for  the  purchase  of  this  output  had 
been  for  short  terms.  The  expiration  of  a  considerable  num- 
ber had  more  than  once  been  the  occasion  for  new  carrier 
projects  backed  by  the  [365]  independent  operators.  To 
renew  the  contracts  for  short  terms  would  but  postpone  the 
day  of  competition.  The  control  in  perpetuity  of  such  ft 
large  proportion  of  the  output  as  would  prevent  in  the 
future  effective  competition  in  the  selling  markets  of  fhe 
coast,  and  at  the  same  time  remove  inducement  to  the  entry 
of  other  lines  of  carriers,  was  the  obvious  solution  of  the 
situation.  The  necessary  control  could  only  come  about 
through  concerted  action.  If  one  of  the  several  independent 
groups  of  defendants,  or  two,  or  any  less  number  than  all, 
had  sought  to  obtain  control  it  would  have  been  resisted  by 
those  not  included.  Therefore,  it  is  plain  that  if  the  coal  of 
these  operators  was  to  be  placed  in  such  situation  as  that  it 
could  not  affect  the  price  of  their  own  coal,  nor  longer  con- 
stitute a  mass  of  tonnage  sufficient  to  invite  the  construction 
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of  new*  lines  from  th»  nunes  to  th«  aea,  it  rnvsl  be  brouglit 
about  through  the  concerted  action  of  the  defendants. 

In  1900  there  occurred  the  great  strike  of  the  coal  miners. 
Settled  by  arbitration  in  the  fall  of  that  year,  the  miners 
obtained  a  ten  per  cent  increase  in  wages.  Of  course,  this 
affected  the  railroad  coal-producing  companies  and  the  in- 
dependent coal  companies  alike.  The  great  companies  took 
the  lead  in  the  arbitration  and  accepted  the  result.  The 
independent  companies  were  compelled  to  follow  this  lead. 
The  latter,  as  we  have  seen,  had  before  the  strike  been  par- 
ticularly urgent  in  their  efforts  to  seoure  better  conditions 
from  the.  railroads  and  their  allied  coal  companies.  This 
rebellious  attitude  is  partially  shown  by  the  respluticm  of 
the  Anthracite  Coal  Operators'  Association  of  November 
22,  1899,  heretofore  set  out.  When  the  strike  settlement 
was  raade^  there  was  some  hesitation  among  the  independent 
operators  about  posting  iiotice.  of  the  advance  in  wages,  and 
through  conunittees  they  urged  upon,  the  defendants  that 
such  advance  in  wages  justified  a  reduction  in  freight  rates 
and  a  price  of  not  less  [366]  than  sixty-five  per  cent  for 
coid  sold  to  the  defendant  companiea  The  committees  re- 
ported back  thai;  they  could  not.  obtain.  ^^  any  definite  prom- 
ise,'' but  there  has  been  ^'an  intimtiion"  thai  something 
would  be  done  to  improve  the  present  conditions.  It  was 
thereupon  resolved  that  the  advance  scale  should  be  posted, 
and  that  a  committee  should  be  appointed  ^'  to  confer  with 
the  various  carrier  companies  relatiYe  to  a  new  contract." 
At  the  same  meeting  a  number  of  the  operators  present 
sigiied  an  agreement  empowering  the  committee  named 
^'to  adjust  all  differences  with  certain  transportation  com- 
panies," and  agree  upon  a  basis  of  contract  which.,  should 
definitely  and  for  a  period  of  years  fix  the  commercial  relar 
tions  between  the  said  operators  and  the  transportaJtion 
companies,  ^^each  of  the  parties  agreeing  to  make  a  par- 
ticular contract  for  himself  with  the  proper  transporta- 
tioa  company."  This  agreement, .  alter  beiny(,  signed  by 
those  present,  was  placed  in  the  hands  of  Mr.  McNulty 
to  secure  further  signatures.  These  matters  appear  on  the 
minutes  of  the  individual  operators  of  October  5.    Thare 
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eoBixed  a  mimber  of  oonferaaocs  betinmin  tiie  r^resmte^ 
tivesof  the  sellers  and  bayenk*  The  result  ^was  that.a  foian 
of  cdKitniot  and  a  price  ivvub  mutually  agieed.iupmi)  being 
the- form  of  the  siaty'rfiTO'per  cent  contmcki,  Ti^eh.  "were 
thereafter  entered  into  as  the*  abort- term  (agMamants  theve- 
tof ore  made  expired.  Thus  the  inds^iendentB  put  in  force 
tho  adTanee  -wage  scale  impoeed  by  the  strike  arbuhTBitors 
before  any  agreement  whatever  was  made '.or  ptDSouaed  by 
the  defendants.  This  incveased  seale  whidi  the  arbitration 
imposed  having  bera  acoqp^ted  by.  the  large  companies^  could 
not  be  successfully  resisted  by  -tilie  independents.  It  only 
operated  to  make  them  more  pevsistentdn  their  demand  fear 
some  improvement  in  tiie  methods  and  prioes 'theretofnre 
prevailing. 

That  the  d«fe8dant  companies  should  offer  isnch  terms  is 
not  surprieisig.  The  eontcwcte  to  be  made  would  be  not 
<[M7}  only  for  the  life  <)filihe  mines  %eing  operated  at  the 
date  of  the  sale,  but  was- to  eactend  to  any  other  mines  there- 
after opened  by  the  seller.  The  menace  of  the  independent 
butput  as  aninvitation  to  oompeting- eamars  and-as  a  com- 
peting coal  at  tidewater  would  be  removed  forever. 

Upon  this  aspect  of  the  case  we  find  outsdves  in  agree- 
ment wit}i  Judge  Bufiington.  who  concluded  a  discussion  of 
the  evidenee  by  sayiog  (183  Fed.  Bep.  474) : 

**By  sudi 'peppetoal  wntvaets  «  «  «  therie  dstendaat  railroadB 
tfifroasli  their  subsidiary  «Ma  cotupaates-^ieveraUy  made  with  otluor 
coIHearies  tliese  combiners  withdrew,  and  stiU  continue  to  withdvaw, 
such  product,  for  &n  ttme,  from  oompetltion,  '^ther  la  intetstate 
transportation  or  sale.  To  my  mind  there  is  no  more 'soMeaad 
cfFectlte  ageacy  forthe-smMkial, 'uuaotsd  absorptton  by .  interstate 
carriers  of  the  remaining  interstate. product  than  these  perpetual  con- 
tracts. Holding  then  that  they  are  in  the  words  of  the  statute,  'con- 
tracts ♦  ♦  ♦  in  restraint  of  trade  or  counnerce  among  the  fStates,' 
I  record  my  dissent  to  the  action  of  the  court  in  retaslne  to>eii}eln 
tfiem.'* 

The  eoal  c5dn1x«cts  aoquifred  whantiiisprooMding  was 
begun  aggregated  dearly  one^half  ttie  teaoftge  o£(the  iade- 
pend^t  'Op^mtcM.  IMatii  of  the:  icdaL  raoi  hniNi^  -waa  4feJd 
in  PenfiBsylvvo^a  and  all  6f  :the<snitoalte*w6tetiniideiin'tiMt 
State  And ^the-eoal  ima  lalso'  Hben  iMitered'ioT4i^et buying 
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within  Pennsylvania  or  transport  and  sell  beyond  the  State 
is  true.  That  some  of  the  coal  was  intended  for  local  con- 
sumption may  also  be  true.  But  the  general  market  con- 
templated was  the  market  at  tidewater,  and  the  sales  were 
made  upon  the  basis  of  the  average  price  at  tidewater.  The 
mere  fact  that  the  sales  and  deliveries  took  place  in  Penn- 
sylvania is  not  controlling  when,  as  here,  the  expectation 
was  that  the  coal  woul^,  for  the  most  part,  fall  into  and  be- 
come a  part  of  the  well-known  current  of  commerce  between 
the  mines  and  the  [868]  general  consuming  markets  of 
other  States.  ''  Commerce  ^among  the  States  is  not  a  techni- 
cal legal  conception,  but  a  practical  one,  drawn  from  the 
course  of  business."  Swift  <&  Company  v.  United  StateSj 
196  U.  S.  375,  398;  Loewe  v.  Lawler,  208  U.  S.  274.  The 
purchase  and  delivery  within  the  State  was  but  one  step  in 
a  plan  and  purpose  to  control  and  dominate  trade  and  com- 
merce in  other  States  for  an  illegal  purpose.  As  was  said 
by  the  Chief  Justice,  in  Loewe  v.  Lawler  (p.  301),  cited 
above: 

"Although  some  of  the  means  whereby  the  interstate  traffic  was  to 
be  destroyed  were  acts  within  a  State,  and  some  of  them  were  in 
thonselYes  as  a  part  of  their  obvious  purpose  and  effect  beyond  the 
scope  of  Federal  authority,  still,  as  we  have  seen,  the  acts  mast  be 
considered  as  a  whole,  and  the  plan  is  open  to  condemnation,  notwltii- 
standing  a  negligible  amount  of  intrastate  business  might  be  affected 
in  carrying  it  out  If  the  purposes  of  the  combination  were,  as  al- 
leged, to  prevent  any  interstate  transportation  at  all,  the  fact  that 
the  means  operated  at  one  end  before  physical  transportation  com- 
menced and  at  the  oliier  end  after  the  physicat  transportation  ended 
was  immaterial." 

The  general  view  which  this  court  took  of  the  effect  of 
these  contracts  upon  interstate  traffic  in  the  coal  of  tiiis 
region  is  indicated  in  Interstate  Commerce  Commission  v. 
Baird^  194  U.  S.  26,  42.  The  concerted  plan  concerned  the 
relations  of  these  railroads  to  their  interstate  commerce  and 
directly  affected  the  transportation  and  sale  and  price  of  the 
coal  in  other  States.  The  prime  object  in  engaging  in  this 
scheme  was  not  so  much  the  control  and  sak  of  coal  in  Penn- 
sylvania,  but  the  control  of  sales  at  New  YorJk  Harbor. 
'  That  per  cent  of  ttie  avBhtge  price  nt  tidewator  retajniad 
by  tii^' buyer  was  aasomeditoiedver  the  fraight^  ^aste,aad 
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cost  of  sale.  There  is  evidence  tending  strongly  to  show 
that  an  independent  accepting  one  of  these  con  [869] tracts 
realized  slightly  more  than  he  could  realize  if  he  had 
shipped  and  sold  on  his  own  account.  This  advanced  price, 
therefore,  as  charged  in  the  bill,  constituted  a  great  induce- 
ment to  draw  the  independents  within  the  control  of  the 
defendants,  and  makes  it  highly  probable  that  if  not  en- 
joined they  will  absorb  the  entire  independent  output. 

The  defendants  insist  that  these  contracts  were  but  the 
outgrowth  of  conditions  peculiar  to  the  anthracite  coal 
region  and  are  not  unreasonably  in  restraint  of  competition 
but  mutually  advantageous  to  buyer  and  seller. 

That  the  act  of  Congress  "does  not  forbid  or  restrain 
the  power  to  make  normal  and  usual  contracts  to  further 
trade  by  resorting  to  all  normal  methods,  whether  by  agree- 
ment or  otherwise,  to  accomplish  such  purpose  "  was  pointed 
out  in  the  Standard  OH  Case^  221  XJ.  S.  1.  In  that  case  it  was 
also  said  that "  the  words  ^  restraint  of  trade '  should  be  given 
a  meaning  which  would  not  destroy  the  individual  right  of 
contract,  and  render  difficult,  if  not  impossible,  any  move 
ment  of  trade  in  the  character  of  interstate  commerce,  the 
free  movement  of  which  it  was  the  purpose  of  the  statute 
to  protect."  We  reaffirm  this  view  of  the  plain  meaning  of 
the  statute,  and  in  so  doing  limit  ourselves  to  the  inquiry 
as  to  whether  this  plan  or  system  of  contracts  entered  into 
according  to  a  concerted  scheme  does  not  operate  to  unduly 
suppress  competition  and  restrain  freedom  of  commerce 
among  the  States. 

.  Before  these  contracts  there  existed  not  only  the  power  to 
compete  but  actual  competition  between  the  coal  of  the  in- 
dependents and  that  produced  by  the  buying  defendants. 
Such  com|)etition  was  after  the  contracts  impracticable.  It 
is,  of  course,  obvious  that  the  law  may  not  compel  competi- 
tion between  these  independent  coal  operators  and  the  de- 
fendants, but  it  may  at  least  [370]  remove  illegal  barriers 
resulting  from  illegal  agreements  which  will  make  such  com- 
petition impracticable. 

Whether  a  particular  act,  contract,  or  agreement  was  a 
reasonable  and  normal  method  in  furtherance  of  trade  and 
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conunerce'inay,  in  doubtful  caees,  tum  upmi  the  intent  to 
be  inferred  from  the  extent  of  the  control  thereby  secured 
over  the  commerce  affected,  as  well  as  by  the  method  which 
was  ufied.  Of  course,  if  the  necessaiy  result  ia.materiaHy 
to  restrain  trade  between  the  States,,  the  intent  with  which 
the  thing  was  done  is  of  no  consequence.  But  when  there 
is  only  a  probability,  the  intent  to  produce  the  consequences 
may  become  important.  United  Statss  v.  St  Louis  Tenninal 
A$80€iationy  224  U.  S.  383,  894;  Swft  <&  Co.  v.  UnUed 
States,  196  U.  S.  375. 

In  the  instant  case  the  extent  of  the  control  over  the 
limited  supply  of  anthracite  coal  by  means  of  the  great 
proportion  theretofore  owned  or  controlled  by  the  defend- 
ant companies,  and  the  extent  of  the  control  acquired  over 
the  independent  output,  which  constituted  the  only  com- 
peting supply,  affords  evidence  of  an  intent  to  suppress  that 
competition  siid  of  a  purpose  to  unduly  restrain  the  free- 
dom of  production,  transportation,  and  sale  of  the  article 
at  tidewater  markets 

The  case  falls  well  within. not  only  the  Standard  OU 
and  Tobacco  Cases,  2S1  U.  S.  1,  106,  but  is  of  such  an  un- 
reasonable character  as  to  be  within  the  authority  of  a 
long  line  of  cases  decided  by  this  court.  Among  them  we  may 
cite:  Northern  Securities  Company  v.  United  States,  193 
U.  S.  197;  Swift  d  Go.  v.  Vruted  States,  196 -U.  S.  375; 
National  Cotton  OU  Company  v.  Texas,  197  tJ.  S.  116; 
United  States  v.  St.  Louis  Terminal  Association,  iSA  XJ.  S. 
383;  and  the  recent  case  of  United  States  v.  Union  Pacific 
Railway,  ante,  p.  61, 

We  are  thus  led  to  the  conclusion  that  the  defendants  did 
combine  for  two  distinct  purposes — first,  by  and  through  the 
instrumentality  of  the  Temple  Iron  Compai^,  (SYl]  with 
the  object  of  preventing  the  x;on$truction  of  an  independent 
and  competing  line  of.  railway  into,  the  anthracite  region.; 
and,  aecondyby  and  through  the  instrumentality  of  the 
sixty-five  per  cent  contracts,  with  the  puigxMse  ^.nd  dasign 
of  controlling  the  sale  of  the  independent  output  at  tide- 
water. 

The  acts  and  transactions  which  the  bill,  avers  to  have 
been  committed  by  some  of  the  defendants  in  furtherance 
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of  the  illegal  plan  and  scheoie  of  a  general  combinatjion 
are  these: 

a.  The  absorption  in  January,  1898,  of  the  New  York, 
Susquehanna  &  Western  Railroad,  through  the  purchase 
by  the  Erie  Eailroad  of  a  large  majority  of  its  shares, 
whereby  two  lines  of  competing  railroad  came  under  one, 
control  and  management. 

b.  The  acquisition  in  1901  of  a  controlling  majority  of 
the  capital  stock  of  the  Central  Railroad  of  New  Jensey 
by  the  Reading  Company,  which  then  owned  the  entire 
capital  stock  of  the  Philadelphia  &  Reading  Railway  Com- 
pany, and  the  Philadelphia  <&  Reading  Coal  &  Iron  Com- 
pany, ^Hhereby  uniting  and  bringing  together  undeir  a 
common  head  and  source  of  control  the  said  Philadelphia 
&  Reading  Railway  Company  and  Central  Railroad  Com- 
pany of  New  Jessey,  operating  parallel  and  co^ipetitive 
lines  of  railroad,  and  the  said  FhiladelphiA  &  Reading  Coal 
&  Iron  Company  and  Lehigh  4b  Wilkes-Barre  Coal  Com- 
pany ,*'  theretofore  owned  or  controlled  by  the  Central  Rail- 
road of  New  Jersey,  thereby  destroying  cpmpetition  between 
former  competing  carriers  and  coal-prodqcing  companies. 

c.  The  absorption  in  1899  by  the  Erie  Railroad  Company 
of  the  Pemugrlvania  Coal  Company,  tbjeoreby  acquiring  th^ 
stock  c^trgl  of  the  Erie  &  Wyoming  Railroad  Company 
and  of  the  Delaware  Valley  &  Kingston  Railroad?  thus  de- 
feating a  projected  construction  of  the  last-named  railroad. 

[373]  These  were  all  minor  combinations  in  which  only 
some  of  the  defendants  participated.  The  accompliatimeiiijt 
of  these  several  subordinate  traneactiona  only  compJeted  one 
or  another  oi  the  sereral  groiip9rof  carriers  and  coal-produc- 
ing companies,  which  several  groups  were  thereafter  not 
oidy  poasessed  of  the  power  to  con^)et^  with  every  other 
groupi  bi^t.  83  we  have  alxeadji  seen,  were  actually  engaged 
in  ccKop^ting,  one  with  another,  prior  to  th^  general  combi- 
nation through  the  Temple  Iron  Company  and  tl^e  sixty-five 
per  cent;  con<tract  scheme. 

So  far  as  this  recqrd.  shows  not  one  o|  t}iM^  transactions 
was  the  result  of  any  g^n^al  comli^iAationv  hetT^^iee^all  of 
tba  defsndanto  and  ctfu^ntedno  part  of  any  sqoh.g^ner^l 
i^fibu^atj^m. .  None  of  the  defendant^  had  apy  part  oj:  lot 
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in  bringing  them  about  except  the  particular  combining 
companies. 

It  is  true  that  the  bill  asks  injunctions  against  the  con- 
tinuance of  each  of  these  minor  combinations.  But  if,  as 
we  conclude,  they  did  not  constitute  any  part  of  any  general 
plan  or  combination  entered  into  by  all  of  the  carrier  com- 
panies, their  separate  consideration  as  independent  viola- 
tions of  the  act  of  Congress  is  not  admissible  under  the  gen- 
eral frame  of  this  bill.  To  treat  the  bill  as  one  seeking  to 
apply  the  prohibition  of  the  act  of  Congress  to  each  one  of 
these  independent  combinations  would  condemn  the  plead- 
ing as  a  plain  misjoinder  of  parties  and  of  causes  of  suit, 
and  a  plain  confession  of  multifariousness.  All  of  the  de- 
fendants had  a  common  interest  in  the  defense  of  the  Tem- 
ple Iron  Company  combination,  and  that  of  the  sixty-five 
per  cent  contracts,  because  it  was  alleged  that  all  had  joined 
therein.  But  all  of  the  defendants  did  not  have  a  common 
interest  in  the  defense  of  these  three  minor  combinations, 
unless  it  appear  that  they  were,  as  charged,  "  steps,"  or  acts 
and  agreements  in  furtherance  of  the  general  combination  to 
which  they  were  all  parties.  This  we  find  not  to  be  the  fact 
If,  therefore,  we  shall  [373]  treat  the  bill  as  broad  enough 
to  involve  combinations  which  were  not  steps  or  acts  in  fur- 
therance of  any  general  combination,  we  shall  overrule  the 
objection  of  multifariousness  made  below  and  here,  for  we 
shall  then  maintain  a  bill  setting  up  three  separate  and  dis- 
tinct causes  of  action  against  the  distinct  groups  of  defend- 
ants, one  having  no  interest  in  or  connection  with  the  other. 
The  grounds  of  each  suit  would  be  different  and  the  parties 
defending  different.  See  the  discussion  and  cases  cited  in 
Simpkins'  Federal  Equity  Suit,  pp.  290  et  seq. 

Having  failed  to  show  that  these  minor  combinations 
were  acts  in  furtherance  of  the  general  scheme,  or  the  acts 
of  thei  combiners  in  the  two  combinations  condemned,  we 
are  asked  to  deal  with  them  as  separate,  illegal  combinations 
by  such  of  the  defendants  as  participated.  This  the  court 
below  declined  to  do,  and  we  in  this  find  no  error. 

As  to  the  legality  of  the  minor  ccnnbinations,  we  there- 
fore express  no  opinion.  We  affirm  the  action  of  the  court 
below  in  declining  to  enjoin  them,  because  to  construe  the 
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bill  as  directed  against  them  as  independent  combinations, 
between  some  but  not  all  of  the  principal  defendants,  would 
make  the  pleading  objectionably  multifarious.  We  there- 
fore direct  that  the  bill  be  dismissed,  without  prejudice,  in 
so  far  as  it  seeks  relief  against  the  three  alleged  minor  com- 
binations. 

The  decree  of  the  court  below  is  affirmed  as  to  the  Temple 
Iron  Company  combination.  It  is  reversed  as  to  the  sixty- 
five  per  cent  contracts,  and  the  case  will  be  remanded  with 
direction  to  enter  a  decree  canceling  each  of  these  contracts, 
and  perpetually  enjoining  their  further  execution,  and 
for  such  proceedings  as  are  in  conformity  with  this  opinion. 

Mr.  Justice  Day,  Mr.  Justice  Hughbs,  and  Mr.  Justice 
PrrNEY  did  not  participate  in  the  consideration  or  decision 
of  this  case. 


UNITED  STATES  v.  BEADING  COMPANY.^ 

TEMPLE  IRON  COMPANY  v.  UNITED  STATES. 

BEADING  COMPANY  t;.  UNITED  STATES. 

APPEALS  FBOH  THE  CIBCUIT  GOtJRT  OF  THE  UNmSD  STATES  FOR 
TJffB  EASTERN  DISTRICT  OF  PENNSYLVANIA. 

Nos.  198»  206,  217;    Motions  to  modify  decree  submitted  JaQoary  28, 
1913.— Decided  April  7,  1018. 

[227  U.  S.  168.] 

The  mandate  in  this  case  modified  as  to  certain  of  the  independent 
companies  having  some  of  the  sixty-five  per  cent  contracts  referred 
to  in  the  opinion,  226  V.  S.  324.» 

The  facts  are  stated  in  the  opinion. 

*  For  opinion  of  the  Circuit  Ck>iirt  (188  Fed.  427),  see  volttw  3«  page 
806.  For  former  <q;)inioh  of  the  Supreme  Court  (226  U.  a  884),  ge^ 
anie^  page  ,604.  For  4)piiiion  of  the  District  Orart  in  later  case  (226 
Fed.  220),  see  volume  6,  page  200. 

*  Syllabus  copyrighted,  1013,  by  The  Banks  Law  Publishing  0>m- 
pany. 
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Order  and  O^Miioik  ol  the  Goart 
Mr.  JiMbevt  Uoo*  ion  ti^e  HUlside  Co^X  &  Icon  Qw^a^or. 

Mr..  Wmiam  JS,  Jenney  and  Mr.  John  G.  JohMon  for  the 
Pelawan^i  I<ackawaima  &  Westen^  Bailroad  Company. 

Mr.  GHhert  CoUins  and  Mr.  WUliam  H.  Corhin  for  the 
New  York,  Susquehanna  &  Wes[tern  Coal  Company. 

[1691  Mr.  George  F.  BrowheU  for  the  Pennsylvania  Coal 
Company. 

Mr.  Frank  H.  Piettt  for  the  Elk  Hill  Coal  A  Iron  Com- 
pany. 

Mr.  Attorney  General  Wickershani^,  Mr.  James  C.  Mo- 
Reynolds^  and  Mr.  G.  Carroll  Todd  for  the  United  States. 

The  following  order  was  entered : 

Thi3  causes  cam^  on  ^g^in  to  be  hei^^d  upoiji  five  several 
petitions  filed  by  the  Pennsylvania  Coal  Company,  the  Elk 
Hill  Coal  Jb  Iron  CompiLny,  the  New  York,  Suaquehaima  i^d 
Western  Coal  Company,  Hillside  Coal  &  Iron  Company, 
and  the  Dialeware,  Lackawanna  &  Western  Railroad  Com- 
pany, parties  to  the  cause  as  alleged  holders  of  sixty-five 
per  cent  coal  contracts,  praying  that  the  direction  in  the 
opinion  heretofore  filed  thaft  the  cause  should  be  remanded 
with  direction  to  enter  a  decree  canceling  each  and  every 
of  the  sixty-five  per  cent  contracts  referred  to  in  the  plead- 
ings held  by  any  of  the  parties  to  the  cause,  and  for  a  modi- 
fication of  the  mandate  so  as  to  exclude  from  cancellation 
the.  five  several  contracts  described  and  referred  to  in  the 
said  five  separate  petitions. 

And  it  appearing  that  the  United  States,  by  its  Attorney 
General,  has  answered  the  several  petitions,  and  that  in 
respect  to  that  of  the  Pennsylvania  Coal  Company  assents 
to  the  pciition  and  consents  that  such  m^difioatioa  be  made 
as  to  diffl&iss  the  bill  in  so  far  ms  it  is  thereby  sought  to 
cancel  the  contract  between  the  Pennsylvania  Coal  Company 
and  the  Elk  Hill  Coal  &t  Iron  Company  of  March  1,,  19Q2, 
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referred  to'  in  ihe  potion  of  ith&  PetHitt^lvania  Coal  Com- 
pany, upon  the  concession  that  the  agreement  ^is  substan- 
itially  diAccnt  irom  the  series  of  ogreeaixents  known  as  the 
sixty-five  per  <oeiit  ccaitnots  adjadgul  unlawful  by  this 
court,''  it  is  accordingly  so  ordered. 

[MO]  As  t#the  appliMtidns  <if  tiie  four  o<iher  petitioners 
named  above  for  like  relief,  the  United  States  denies  and 
contests  the  right  of  each,  contending  that  in  substance  and 
principle  the  facts  in  respect  of  each  of  the  contracts  in  re- 
speot  of  whidi  rdief  is  sooght,  «re  not  sfanilar  t^  ike  om- 
tra<*t  tuetween  the  Pennsylvania  Coal  Oo^futMiny  aftd  ttie  Elk 
Hill  Coal  &  Iron  Company,  but  fall  wrtfain  the  gefneral  ^ries 
of  the  sixty-five  per  cent  contracts  condeinned  by  the  judg- 
ment of  this  court 

Upon  this  issue  the  transoript  ia  eeaiusing  and  the  briefs 
fnadeqnate.  The  court  tberelore  deems  it  "wise  in  At  exer- 
cise of  its  judgment  to  decline  any  detenninattimi  of  the 
question  upon  the  present  record.  It  is  therefore  ordered 
that  the  mandate  of  this  court  be  so  modified  as  to  exclude 
from  the  direction  to  cancel  the  sixty-five  per  cent  contracts 
nef  erred  to  in  the  pleadings  the  said  oontraets  mentioned  in 
the  four  petitions,  namely,  that  of  the  Elk  HMl  Coal  &  Iron 
Company,  the  New  York,  Susquehanna  4  Western  Coal  Co., 
IfiUside  Coal  &  Iron  Company,  and  the  Delaware,  Lacka- 
wanna &  Western  Railroad  Company,  and  that  the  cause, 
so  far  as  concerns  >the  contracts  of  the  said  petitioners,  be 
remanded  to  the  district  court  with  direction  to  hear  and 
determine  the  merits  as  presented  by  said  petitioners,  and 
make  such  decree  as  law  and  justice  require. 

Per  Mr.  Justice  Lurton. 

Mr.  Justice  Day,  Mr.  Justice  Huohes,  and  Mr.  Justice 
PrrNirr  did  not  paiiicipate  in  the  coiginal  cafle^nor  in  the 
making  of  this  order. 
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UNITED  STATES  if.  PATTENS 

EBROB  TO  THE  CIRGniT  COUBT  OF  THE  UNITED  8TATB8  Jt)B  THE 
SOXTTHBRK  DISTRICT  OP  NEW  YORK. 

No.  282.    Argaed  Noyember  8,  10,  1911;  voargoed  October  2S,  24, 
1912.— Decided  January  6^  19ia 

[226  U.  S..  525.1 

Or  appeal  under  tlie  Criminal  Appeals  Act  of  March  2,  1907,  tbls 
court  mnat  acc^t  the  lower  court's  construction  of  the  counts,  and 
Its  Jurisdiction  is  limited  to  considering  whether  the  decision  of  the 
[526]  court  below  that  the  acts  charged  are  not  criminal  is  based 
upon  an  erroneous  construction  of  the  statute  alleged  to  have  been 
violated.* 

In  order  to  decide  whether  acts  charged  are  within  the  condemnation 
of  a  statute,  the  court  must  first  ascertain  what  the  statute  does 
condemn  and  that  Involves  its  construction. 

On  appeal  under  the  Criminal  Appeals  Act  of  1907  this  court  must 
assume  that  the  counts  of  the  indictment  adequately  allege  what- 
ever the  lower  court  treated  them  as  alleging;  and»  where  its  de- 
cision shows  that  it  assumed  that  every  element  necessary  to  form 
a  combination  was  present,  this  court  has  Jurisdiction  to  determine 
whether  such  a  combination  was  illegal  under  the  statute  which  de- 
fendants are  charged  with  violating. 

A  conspiracy  to  run  a  corner  in  the  available  supply  of  a  staple  com- 
modity which  is  normally  a  subject  of  interstate  commerce,  such  as 
cotton,  and  thereby  to  artificially  enhance  its  price  throughout  the 
country,  is  within  the  terms  of  f  1  of  the  Anti-Trust  Act  of  July  2, 
1890. 

Section  1  of  the  Anti-Trust  Act  is  not  confined  to  voluntary  restraints 
but  includes  involuntary  restraints,  as  where  persons  not  engaged  in 
interstate  commerce  conspire  to  compel  action  by  others  or  create 
artificial  conditions,  which  necessarily  affect  and  restrain  such 
commerce. 

A  combination  otherwise  illegal  under  the  Anti-Trust  Act  as  sup- 
pressing competition,  is  not  the  l^s»  so  because  for  a  time  it  may 
tend  to  stimulate  competition — end  so  held  as  to  a  comer  in  cotton. 

The  Anti-Trust  Act  does  not  apply  to  a  combination  affecting  trade  w 
commerce  that  is  purely  intrastate,  or  where  the  effect  on  interstate 
commerce  is  merely  incidental  and  not  direct;  but  although  carried 

*For  <^inion  of  the  Circuit  Court  (187  Fed.  664),  see  anUe,  page 
274. 

*  Syllal>us  and  statements  of  arguments  G<q;>yrighted,  1912,  1918»  by 
The  Banks  Law  Publishing  Company, 
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oa  wholly  witbin  a  State,  if  the  necessary  ca>eratlon  of  a  combina- 
tion is  to  directly  impede  and  burden  the  due  course  of  interstate 
commerce,  it  is  within  the  prohibition  of  the  statute;  and  so  held 
as  to  a  corner  in  cotton  to  be  run  in  New  Tork  City. 

Persons  purposely  engaging  in  a  conspiracy  which  necessarily  and 
directly  produces  the  result  which  a  prohibitory  statute  is  designed 
to  prevent  are.  in  legal  contemplation,  chargeable  with  intending  to 
produce  that  result;  and  so  held  that  if  the  details  of  the  con- 
spiracy are  alleged  in  the  indictment  au  allegation  of  specific  intent 
to  produce  the  natural  results  is  not  essential. 

The  character  and  effect  of  a  conspiracy  is  not  to  be  judged  by  dis- 
membering it  and  Tiewing  Its  separate  parts,  but  only  by  looking  at 
it  as  a  whole. 

187  Fed  Bep,  664,  reversed. 

[57  L.  Ed.  333.«] 

[AvPBAir— By  QovKBNMMRT  19  Gbimiral  Oass--Scope  OF  Rcvixw.-~Tlie 
Federal  Supreme  Gomi;  when  reviewing,  under  the  Criminal  Ap- 
peals Act  of  March  2,  1907  (84  Stat,  at  L.  1246,  chap.  2564),  the 
Judgment  of  a  Federal  circuit  court  whose  ruling  sustaining  a  de- 
murr^  to  certain  counts  in  an  indictment  charging  violations  of 
the  Anti-Trust  Act  of  July  2, 1880  (26  Stat  at  L.  209,  chap.  647,  U.  S. 
Comp.  Stat  1801,  p.  8200),  was  based  upon  the  construction  of  that 
statute,  must  accept  the  circuit  court's  construction  of  the  counts 
of  the  indictment,  and  can  consider  only  whether  the  decision  that 
the  acts  charged  are  not  condemned  as  criminal  by  the  statute  is 
baaed  upon  an  erroneous  construction  of  that  statute. 

For  other  cases,  see  Appeal  and  Brror,  I.  e,  in  Digest  Sup.  Ct. 
1908. 

AsvmkL—Br  CkyvnivMSBrr  in  Cbimimai.  Case-— OoNstaucnoN  ov 
Statute.— A  Judgment  of  a  Federal  drcuit  court  sustaining  a  de- 
murrer to  certain  counts  in  an  Indictment  charging  violations  of 
the  Anti-Trust  Act  of  July  2,  1890,  upon  the  ground  that  the  acts 
charged  are  not  within  the  condemnation  of  that  statute,  Is  based 
upon  a  construction  of  such  statute  within  the  meaning  of  the  act 
of  March  2, 1907,  governing  the  right  of  the  Government  to  a  review 
in  a  criminal  case. 

For  other  cases,  see  Appeal  and  Error,  I.  e,  in  Digest  Sup.  (3t 
1906. 

Monopoly— OoNBPisACT  in  Restraint  of  Teade— Cobnbb  in  Oiton. — 
A  conspiracy  to  run  a  corner  in  the  available  supply  of  a  staple 
commodity,  such  as  cotton,  normally  a  subj^  of  interstate  trade 

*  The.  paragraphs  fMlowing,  la  brackets,  comprise  the  syllabus  of 
the  case  as  reported  in  volume  57,  page  88S,  Lawyers  Bditiop, 
Supreme  Court  Reports.  Syllabus  copyrighted,  1912,  191%  by  The 
Lawyers  Co-Qperative  Publishing  Company. 
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Md  ^oliiitterce,  to  te  accompTTsAied  by  pTitx:h&aes  for  fatore  dem^ery. 
<!^tipl«d  \Mti  a  wfthhotdiirg  frtnn  saile  for  a  ntnited  tltafe,  ther^y 
teitffaiiiftig  ^ttAtMfy  M  ptice  to  all  btiyef^  througfaorat  the  ctmtatry, 
18  within  thetel-ms  df  the  Ahti-lYiiift  Act  of  JtUy  2,  1800, 1  1,  which 
mIftM  ft  a  criminal  off^fnse  to  ehgage  In  a  con^fracy  In  restraint 
of  fntinrsAate  coinmerce,  Mnce  by  Its  necessary  operation  it  will 
directly  and  materfady  Unpede  and  btirden  sndh  commerce. 
9Vir  -other  caiftes,  see  ]ilon(q;x>ly,  II.  a,  in  Digest  Sup.  Ct  190S. 

M<ll<*«POLt*-J00*?«iWaACT    TW    testSAINT    0¥  TkASfE — ImOLtTNTAKT    R»- 

gFTRAiNT. — Involixfitiiry  restraints  tipon  iiiterstate  comiberce,  the 
r^lruit  oiP  a  leonspiraCy  between  piersons  not  themselves  engaged  in 
«twft  cotttaferce,  to  Cbmbel  actioh  by  others,  or  to  create  artfflcial 
conditions  which  necessarily  impede  or  burden  the  due  coarse  of 
such  commerce,  or  restrict  the  common  llbei'ty  to  enga^  thereiti, 
are  comprehended  by  the  provisions  of  the  Anti-Tmst  Act  of  July 
2,  1890,  f  1,  whidi  make  it  a  criminal  olfense  to  engage  in  a  con- 
iq>iracy  in  restraint  of  interstate  ■coinBrce,  as  well  as  volmitary 
reetratets  produced  by  an  agreesMBt  between  persons  so  engaged 
to  soppress  competition  among  tiiemflrites. 

For  other  cases,  see  Ifonop^,  II.  a,  tn  Digest  Sup.  Ot.  1906w 
MoNOPOLT — CkMiBiNATiORS  IN  Rbst&airt  0p  TaAnft--*^DB]iKnayKT  Srnc- 
TTLnnov  OP  OoKPRinoN.— A  cenapiracy  tx>  comer  tlie  dmrket  in  a 
eonmodKy,  tbongh  it  nay  tend  to  stimnlate  competition  fdr  a 
tine,  is  within  the  proviaioni  of  the  Anti-Tiwt  Act  of  Ju^  2,  1890, 
making  It  a  crifflfnal  oftense  to  engage  in  a  conspiracy  in  restsraint 
otf  interstate  commeree,  if  it  also  operates  to  thwart  the  nsaai  a^ 
oration  of  the  laws  of  supfkly  and  demand,  to  withdraw  the  Oom- 
modtty  froch  the  nennal  Current  of  ttrade»  to  enhance  the  price 
artificially,  to  hamper  users  and  consumers  in  satisl^ing  tbeir 
needs,  and  io  qprodnce  practically  the  same  evils  as  does  the  anp- 
pression  of  competition. 

For  other  cases,  see  Monopoly,  IL  a,  in  Digest  Sup.  Gt  1906. 
GancnrAL  Intbht^— Oovbpxbact  ts  RnisAiMT  of  Tbamb. — Persons  en- 
gaging in  a  conspiracy  ^Hileh  neeessarily  and  directly  will  impede 
and  burden  intenrtate  cooeuneroe,  contrary  to  the  act  of  Jidy  2, 
1890,  f  1«  making  it  a  criminal  oiKaiise  to  eng^e  in  a  conspiraiqr  in 
restraint  of  interstate  commerce,  are  chargeable  with  ^tending 
that  resfHlt] 

For  other  cases,  see  Criminal  Law,  34-^36,  in  Digest  Sap.  Ct. 

looa 

[6271  The  facts,  vdiich  ihvolve  the  jurifidiction  of  this 
coiirt  under  the  Cruninal  Appeals  Act  of  March  2,  1907, 
4tiid  whether  a  bomer  in  Cotton  con^titttt^  an  iilegtl  •ditmbi- 
thition  wader  the  She^aibn  Atiti-lVuirt  A^,  ftfre  s(^t6d  in  IJie 
opinibn. 
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The  SotidUflr  Crefteral  iot  the  TTnited  States.* 

The  seventh  count  of  the  indictment  charged  that  the  de- 
fendants con^ired  to  run  a  ^'  comer ''  in  cotton. 

In  construiQg  the  incUotment  the  lower  court  hdd  that 
the  comer  charged  was  an  illegal  combination,  saying: 
"Corners  are  iUegaL  They  are  combinations  contrary  to 
public  policy,  and  all  contracts  and  undertakings  in  support 
thereof  are  void.  *  *  *  A  comer  is  altogether  wrong, 
both  from  a  legal  and  an  economical  standpoint.  *  *  * 
The  combination  described  in  these  counts  is  negatively 
illegal  without  any  prohibitory  statute  and  would  be 
positively  unlawful  in  any  State  having  a  statute  against 
oemers." 

Therefore,  this  court  must  assume  that  the  indictment 
sufficiently  alleged  the  existence  of  an  illegal  comer,  a9  this 
court  is  bound  by  the  construction  which  the  lower  oourt 
places  upon  the  language  used  in  the  indictment.  United 
States  v.  Keitel^  211  U.  S.  870;  Umted  States  v.  Biggs,  211 
U.  8.  507. 

Contracts  of  purchase  or  sale  for  future  delivery  are  valid 
ev«>  though  (1)  the  purchaser's  object  is  pure  speculation 
and  he  intends  not  to  receive  any  pay  for  them  but  he  ex- 
pects to  resell  them  before  delivery;  (2)  the  seller  has  not 
the  goods  in  his  possession  and  has  no  meaois  of  obtaining 
them  except  by  subsequently  purchasing  them,  and  (3)  the 
parties  at  the  time  of  delivery  in  fact  settle  upon  the  "difFer- 
•ence ''  in  price  without  an  actual  delivery.  [628]  It  is  only 
when  both  parties  at  the  time  of  the  contract  intend  to  settle 
upon  "  differences ''  that  the  contract  becomes  illegal.  Saw- 
yer,  WaUace  dk  Co.  v.  Taggart,  14  Bush,  727;  Bill  v.  AUen, 
149  U.  S.  481,  492;  Clews  v.  Jamieson,  182  U.  S.  461,  48^ 
496;  Board  of  Trade  v.  Christie  Chain  <&  Stock  Co.,  198 
tJ.  S.  236,  248;  Forget  v.  Ostigny,  App.  Cas.  (1895)  318. 

A  comer  is  a  combination  for  the  purpose  of  buying  up 
tor  future  deliveiy  the  greater  portion  of  the  available 
supply  of  a  given  commodity. and  entering  into  contracts 
for  the  futur^  delivery  of  more  than  the  available  supply, 

'•1^.  Sdlicittfr  Gelberia  Lebmann  for  the  tJnited  States  on  the  first 
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and  holding  the  same  back  from  sale  and  not  assigning 
or  transferring  the  contracts  of  sale  mitil  the  demand  shall 
so  outrun  the  supply  as  to  enable  the  operators  of  the  cor- 
ner to  advance  the  price  abnormally.  Black's  Law  Diction- 
ary, 271;  9  Cyc.  978;  Booth  v.  lUinow,  184  TJ.  S.  426,  430. 

Comers  have  universally  been  held  to  be  illegal  because 
affecting  the  natural  course  of  trade  and  commerce  and 
tending  to  enhance  prices.  Amot  v.  PitUton  A  Elmira 
Coal  Co.^  68  is'.  Y.  568;  Fosb  v.  Cvmmings^  149  Illinois,  353 
(affirmed  40  111.  App.  523) ;  Lamson  v.  Bryden^  160  Illinois, 
618;  Morris  Bun  Coal  Co.  v.  Barclay  Coal  Co.^  68  Pa.  St. 
173;  Pacific  Factor  Co.  v.  Adler^  90  California,  110;  Bay- 
mond  v.  LeavUt^  46  Michigan,  447;  Sampson  v.  Shaw^  101 
Massachusetts,  145;  Samuels  v.  Oliver^  130  Illinois,  73; 
WelU  V.  McOeocK^  71  Wisconsin,  196;  Wright  v.  Crabhsy 
78  Indiana,  487. 

Any  conspiracy,  although  not  technically  a  "comer''  but 
having  as  its  object  the  arbitrary  increase  or  depression  of 
prices,  is  in  restraint  of  trade.  Central  Salt  Co.  v.  Outhrie^ 
35  Oh.  St.  666;  Craft  v.  McConoughy,  79  Illinois,  346;  India 
Bagging  Association  v.  Koch^  14  La.  Ann.  168;  King  v. 
N orris,  2d  Ld.  Kenyon,  300;  Leonard  v.  Poole,  114  N.  Y. 
871;  People  v.  Ooslin,  73  N.  Y.  Supp.  520;  People  V.  MtUe 
Exchange,  145  N.  Y.  267;  People  v.  North  [629]  Biver 
Sugar  Co.,  54  Hun,  854;  People  v.  Sheldon,  139  N.  Y.  251. 

The  rule  to  be  extracted  from  all  those  cases  is  that  any 
combination  whose  object  is  the  enhancement  of  prices  by 
virtue  of  combined  effort  is  in  restraint  of  trade  and  illegal. 

The  numerous  cases  in  this  court  have  held  that  com- 
binations (a)  to  fix  rates  for  railway  transportation,  (6)  to 
determine  the  prices  to  be  bid  for  pipe  in  public  compe- 
tition, {c)  to  sell  tiles  at  a  fixed  price  to  non-members  of 
the  combination,  (^)  to  combine  railroads  in  one  manage- 
ment through  a  holding  company,  {e)  to  bid  the  same 
prices  for  fresh  meats,  (/)  to  boycott  dealers  in  one  State 
who  purchased  from  a  factory  in  another  State,  {g)  to 
secure  control  of  the  petroleum  trade  by  stock  ownership, 
(A)  to  acquire  the  tobacco  industry,  and  (t)  to  control  even 
intrastate  terminal  facilities  where  the  effect  was  to  give 
control  over  the  access  to  the  city  from  other  S^te^,  are 
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in  restraint  of  interstate  trade,  because  their  object  or 
necessary  effect  was  (1)  to  suppress  competition  between 
those  engaged  in  interstate  commerce,  (2)  to  enhance  the 
prices  of  articles  of  such  commerce,  (3)  to  burden  the  free 
transaction  of  such  commerce  by  one  engaged  therein,  or 
(4)  to  control  some  part  of  such  commerce.  Addyston 
Pipe  Co.  V.  United  States^  176  U.  S.  211 ;  Loewe  v.  Lawlor^ 
208  U.  S.  274;  Montague  dk  Go.  v.  Lowry,  198  U.  S.  38; 
Northern  Securities  Co.  t.  United  States,  198  U.  S.  197; 
Oklahoma  v.  Kansas  Natural  Gas  Co.,  221  U.  S.  229;  Stand- 
ard Oa  Co.  V.  UniUd  States,  221  U.  S.  1;  Sunft  <fe  Co.  v. 
UniUd  States,  196  U.  S.  375;  United  States  v.  American 
Tobacco  Co.,  221  U.  S.  106;  United  StaUs  v.  Joint  Tra^c 
Ass'n,  171  U.  S.  506;  United  States  y.  St.  Louis  Terminal, 
224  U.  S.  388;  United  States  v.  Trans-Missouri  Freight 
Ass'n,  166  U.  S,  290. 

A  comer  in  cotton,  which  is  a  common  object  of  inter- 
state commerce  and  is  produced  in  many  States,  is  [630] 
clearly  in  restraint  of  trade  because  it  interferes  with  the 
free  flow  of  such  commerce.  Montague  <&  Co.  v.  Lowry, 
193  U.  S.  38;  Swift  dk  Co.  v.  UnUed  States,  196  U.  S.  376, 
398,  899;  Shawnee  Compress  Co.  y.  Anderson,  209  U.  S. 
423,  434;  United  States  y.  St.  Louis  Terminal,  224  U.  S. 
383,  397,  405;  Cfibhs  y.  McNeeley,  118  Fed.  Rep.  120,  126. 

The  temporary  and  feyerish  stimulation  of  competition 
by  the  comer  does  not  preyent  it  from  being  in  restraint 
of  trade,  as  Montague  <b  Co.  y.  Lowry  and  United  States 
y.  St.  Louis  Termincd,  each  iUustrates  an  increase  of  com- 
petition incident  to  a  combination  in  restraint  of  trade. 

In  response  to  the  suggestion  that  the  effect  of  a  comer 
on  interstate  commerce  is  only  indirect  and  incidental,  we 
submit  that  the  only  cases  wherein  it  has  been  held  that 
the  contract  or  combination  attacked  was  not  in  yiolation 
of  the  Sherman  Act  because  its  effect  on  interstate  com- 
merce was  only  incidental  or  indirect  were  United  States  y. 
E.  O.  Knight  Co.,  1S6  U.  S.  1  (so  explained  and  limited 
in  the  Trans-Missouri,  Addyston  Pipe,  Northern  Securities, 
Swift  db  Co^  Dmhwry  Hatters,  Standard  OU,  and  Ameri- 
can Tobacco  cases  as  to  be  of  little  yalue  as  authdrity), 
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BopiamB  V.  -United  SM^^,  1^1  U.  S.  578  <as  texplained  in 
tiie  Addisf$ton  PipB^  MxmtagiJ^y  aAd  iSwi/f  d&  C'a  ^aw»), 
Amdm^s&n  v.  r/^ifift^rf  iS««ftw,  171  U.  S.  604,  and  OivuHnnati 
Fachet  Co.  v.  ^ay,  SSOO  U.  S.  179.  Obviously  those  decisions 
that  fissng  cbarg^  for  local  o^mmisBion  merchai^  and 
keeping  out  of  business  for  five  years  in  connection  with 
l^e  sale  of  property,  were  not  in  violation  of  the  Sherman 
Act  because  of  tiieir  pufely  indirect  effect  on  infterstate  com- 
merce are  no  precedents  for  holding  that  a  con^r  in  cotton 
affects  interstate  commerce  •only  indrredSy. 

The  Slower  conrt  determined  the  mtoniftig  of  the  language 
need  in  the  indictment,  to  wit,  what  acts  are  charged  against 
the  defendants,  and  such  interpreta^fiion  is  conclusive  upon 
tfiis  court.  United  States  v.  Keite\  211  XT.  S.  [5S11  «70; 
United  Stcttee  v.  Bi^gs,  211  U.  S.  507.  But  under  the 
Criminal  Appeals  Act  this  court  has  the  right  to  determine 
wheth^  the  facts  so  aBeged  in  the  indictment  constitute  a 
violation  of  the  Sherman  Anti-Trust  Act.  United  States  v. 
BeiMe,  218  U.  S.  B32,  540;  S.  C,  S18  V.  S.  550;  United 
States  V.  Bitty,  208  U.  S.  393. 

M^.  'George  P.  Merrick^  with  whom  Mr.  William  E. 
Charch  was  on  ^tbe  brief,  for  defendant  in  error  Patten : 

The  arrgument  of  the  Govemmiint  is  not  confined  to  the 
allegations  ^f  the  indictment.  Black's  Dictionary,  271; 
Foss  V.  Gummngs,  149  Illinois,  ^63 ;  Samueis  v.  OUver^  130 
Illinois,  73;  Wells  v.  McGe&ughy  71  Wiseonsin,  196. 

The  Mily  effect  of  the  -Gpovemment's  nesort  to  the  state- 
ment of  ov^rt  acts  is  to  aocetdttt»te  essential  dofects  of  the 
indictment.  That  statement  ^can  not^  in  l&w^  «id  does  not 
in  fact,  aid  the  indictinent  Pettibone  v.  Untied  ^States. 
148  U.  S.  197;  SmUh  v.  United  States,  157  Fed.  Bep.  721; 
United  States  v.  Patterson,  6&  Fed.  Rep.  63«;  Uidted  States 
V.  Brkion,  108  U.  S.  199. 

Wl3iatever  restraint  upon'  inCei^tate  commei^  flight  re- 
sult from  acts  charged,  wmld  be  but  indiirect,  remote,  land 
incidental.  The  vstatuto  only  coodexosm  <a€t$  having  bisect 
and  unznediate  effect.  Addfstan  Pipe  Co.  v.  United  Statas, 
175  U.  S.  211;  Aikens  v.  WisconMn^  196  U.  S.  194;  Ander- 
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son  T.  Unitsd  States^  171  U.  S.  604;  Rigdew  y.  Cahmet  dk 
E.  M.  C<K,  167  Fed.  B«p-  721 ;  ^wwntki^  P.  C^o.  v.  Bay,  200 
U.  &  178?  ContmetUal  W.  Co.  v.  Voiff/U  <&  Sons,  212  U.  S. 
227;  Field  v,  ^wftiW  Asphalt  Co.,  194  U.  S.  618;  Bapimt 
V.  £7m^^  iS^to^,  171  U.  S.  578;  Lowe  v.  LhwUm,  908.  U.  S« 
274;  Monteifftie  v,  Z^oti^,  19a  U.  S.  88;  Northern  Securities: 
Co.  V.  United  States,  193  U.  S.  197;  Oklahoma  v.  Kansas 
N.  G.  Co.,  2ai  U.  S.  229;  Standard  OU  Co.  v.  United  States, 
221  U.  8.  1;  Swift  dk  Co.  v.  United  States,  196  U.  S.  375; 
United  Statfis  v.  E.  C.  KnifflU  dh  Co.,  156  U.  S.  1;  Um$ed 
States  V.  Joint  T:  As0\  171  U.  S;  309;  [M2]  United  Spates 
V.  TranS'Mo.  Freight  Asa'n,  166  U.  &  290;  United  States  v. 
Uni4)n  P.  B.  R.  Co.,  188  Fed.  Rep-  102;  Umted  Siates  v.  St. 
Louis  Terminal,  224  U.  S-  888;  Washington  dk  G.  R.  R.  Go. 
V.  Hiekey,  166  U.  S.  «21. 

This  court  ha&  no  jorisdictioh  to  review  the  jadgmenl  of 
the  Circuit  Court  because  that  judgment  was  bo<^  based  vpon 
a  construction  by  it  of  the  Anti-Trust  Act,  bat  rxpofsk  re<- 
peated  constructions  thereof  by  this  court  Even  if  techifi- 
caUy  this  court  has  jurisdictiiHi,  it  will  not  eixeocise  it  merely 
for  the  purpose*  <^  teiJSrmini^  propositiooas  ali^eady  settled 
by  iL  Dtmms  v.  SlideU,  154  U.  S.  625 ;  Editable  Life  Ase'n^ 
Soe'p  v.  Brmon^  187  U-  S.  SOft;  Leonard  v.  V.  S.  R.  R.  Co., 
198  n.  S.  416;  United  States  r.  BdggSj2n  TJ.  &  507;  United 
States  V.  Bitty,  208  U.  S.  393;  United  States  v.  Heinze,  218 
U.  S.  532;  United  States  y.  Keitel,  211  U.  S.  870;  United 
States  V.  MescaU,  215  U.  S.  26, 

Mr.  John  C.  Spooner,  with  whom  Mr.  Joseph  P.  Col- 
ton,  jr.y  wd  Mr.  George  Rublee  wevc^  on.  the  brief  for  de- 
fendants in.  error,  Scales  et  al.: 

Under  the  Crin^inal  Appeals  Aqt  the  court  may  only  re- 
view the  construction  of  the  Sherman  Act  by  the  Circuit 
Court.  United  States  y.  Biggs,  211  XT.  S.  507;  United 
States  V.  Keitel,  211  U.  S,  370. 

In  sustaining  the  demurrer  to  the  seventh  count  the  Cir- 
cuit Court  did  not  wrongly  construe  th^e  Sherman  Act. 
That  count  does  not  chairge  a  direct  interference  witlii  intei:- 
state  comDPkeiroe.    TTor^  <£  Leland  v.  Mohtle,  2t)9  TT.  S.  405; 
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Addyston  Pipe  <6  Steel  Co.  v.  United  Staifes,  175  U.  S.  211; 
Anderson  v.  United  States^  171 U.  S.  604;  Hopkins  v.  United 
States,  171  U.  S.  578;  NoHhem  Securities  Co.  v.  United 
States^  193  U.  S,  197;  Standard  Oil  Co.  v.  United  States^ 
221  U.  S.  66;  United  States  v.  /c>inif  Trafie  Association, 
171  U.  S.  505;  United  States  v.  E.  C.  Knight  Co.,  156 
U.  S.  1. 

[688]  The  purchase  of  future  contracts  is  not  unlawful. 
Board  of  Trade  v.  Christie  drain  <b  Stock  Co.,  198  U.  S.  236. 

No  violation  of  any  law  except  the  Anti-Trust  Act  is 
charged.  Anderson  v.  United  States,  171  U.  S-  615;  W hit- 
well  V.  Continental  Tobacco  Co.,  125  Fed.  Rep.  454,  457. 

In  sustaining  the  demurrer  to  the  third  count  the  Circuit 
Court  did  not  wrongly  construe  the  Sherman  Act.  Harri- 
man  v.  NortJiem  Securities  Co.,  197  U.  S.  291 ;  United  States 
V.  American  Tobacco  Co.,  164  Fed.  Rep.  712. 

The  Northern  Securities  Case  and  the  Tobacco  Case  can 
be  distinguished. 

TThe  Sherman  Act  is  not  an  instrument  by  which  a  district 
attorney  can  arbitrarily  eurb  the  amount  of  profit  which  an 
individual  can  make  in  buying  and  selling  commodities,  or 
even  in  speculating  on  an  exchange — ^merely  by  an  allegation 
(not  susceptible  of  definite  proof)  which  he  inserts  in  an  in- 
dictment, that  it  will  have  certain  effects  on  interstate  com- 
merce. 

The  seventh  count  does  not  charge  monopoly  or  combina- 
tion with  regard  to  the  sale  of  cotton. 

The  ground  of  the  illegality  of  comers  is  that  they  are 
gaming  contracts. 

The  prosecutor  avoids  the  fundamental  question  whether 
the  conspiracy  described  would  directly  restrain  interstate 
commerce. 

The  restraint  of  trade  charged  is  indirect  by  reason  of  the 
intervention  of  voluntary  acts  of  independent  human  agents. 
See  the  "Squib''  Case,  reported  as  Scott  v.  Shepherd,  2 
Blackstone,  892. 

If  the  Government's  contention  that  count  seven  sets  forth 
an  offense  under  thie  Sherman  Act,  then  every  general  strike 
of  workmen  is  condemned  by  that  statute.  Certainly  no 
such  resiili  was  contemplated  by  the  framers  of  the  statute, 
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and  no  such  doctrine  was  announced  in  Loewe  v.  Lawlor^ 
where  the  act  complained  of  was  an  [534]  immediate  inter- 
ference with  a  manufacturer's  trade;  where  defendants 
physically  obstructed  the  liberty  of  the  plaintiff  to  trade  in 
interstate  commerce. 

The  comer  count  does  not  charge  any  combination  to 
withhold  cotton  from  sale.  The  circuit  court's  construction 
of  the  indictment  in  that  regard  is  conclusive.  United 
States  V.  Biggs,  211  U.  S.  507;  United  States  v.  Keitel,  211 
U.  S.  870. 

A  defective  charge  of  conspiracy  can  not  be  aided  by  aver- 
ments of  overt  acts.  Commonwealth  v.  Hunt,  4  Met.  Ill ; 
Comm/mwealth  v.  Shedd,  7  Cush.  514;  Conrad  v.  United 
States,!^  Fed.  Rep.  798;  McConkey  v.  United  States,  171 
Fed.  Rep.  829;  McKenna  v.  United  States,  127  Fed.  Rep. 
88;  Pettibone  v.  United  States,  148  U.  S.  197;  Smith  v. 
United  States,  167  Fed.  Rep.  721;  United  States  v.  Britton, 
108  U.  S.  199;  United  States  v.  MacAndrews,  149  Fed.  Rep. 
828;  United  States  v.  MUner,  36  Fed.  Rep.  890;  United 
States  V.  Patterson,  66  Fed.  Rep.  605. 

The  court  has  no  jurisdiction  to  review  the  judgment  of 
the  circuit  court. 

Mr.  Justice  Van  Devai^teb  delivered  the  opinion  of  the 
court 

This  is  a  criminal  prosecution  under  the  Anti-Trust  Act 
of  July  »,  1890,  26  Stat.  209,  c.  647,  the  indictment  being  in 
eight  counta  In  the  circuit  court  demurrers  to  the  third, 
fourth,  seventh,  and  eighth  counts  were  sustained  and  those 
counts  dismissed,  187  Fed.  Rep.  664,  whereupon  the  Govern- 
ment sued  out  this  writ  of  error  under  the  Criminal  Appeals 
Act  of  March  2,  1907,  34  Stat.  1246,  c.  2664.  The  case  has 
been  twice  orally  argued. 

At  the  second  argument  the  Government  expressly  aban- 
doned the  third  and  fourth  counts  and  challenged  only  the 
ruling  upon  counts  seven  and  eight.  Thus,  the  [536]  pro- 
priety of  the  ruling  upon  the  first  two  need  not  be  con- 
sidered. 
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la  passing  upc^  the  demurrers  the  circuit  court  pro- 
ceeded first  to  construe  the  counts ;  that  is,  to  ascertain  with 
what  acts  the  defendants  are  charged,  and  next  to  consider 
whether  those  acts  are  denounced  as  criminal  by  the  Anti- 
Trust  Act,  the  conclusion  being  that  they  are  not. 

The  liioitations  upon  our  jurisdiction  under  the  Criminal 
Appeals  Act'  are  such  ti^at  we  must  accept  the  circuit 
court's  construction  of  the  counts  and  consider  only  whether 
its  decision  that  the  acts  qharged  ar^  not  condemned  as 
criminal  by  the  Anti-Trust  Act  is  based  upon  an  erroneous 
construction  of  that  statute* 

At  the  outset  we  are  confronted  with  the  contention  that 
the  decision  is  not  based  upon  a  construction  of  the  statute. 
But  to  this  we  can  not  assent.  The  court  could  not  have  de- 
cided, as  it  did,  that  the  acts  charged  are  not  within  the  con- 
demnation of  the  statute  without  first  ascertaining  what  it 
does  ccmdemn,  which,  of  course,  involved  its  construction. 
Indeed,  it  seems  a  solecism  to  say  that  the  detcisbn  that  the 
acts  charged  are  not  within  the  statute  is  not  based  upoa  a 
construction  of  it. 

Each  of  the  counts  in  question  charges  the  defendants 
and  others  with  engaging  in  a  conspiracy  ^^  in  restraint  9l 
and  to  restrain,"  by  the  method  therein  described,  ''  trade 
axA  cwnoerce  among  tbe  several  States "  in  the  supply  of 
cotton  available  during  the  year  ending  September  1,  IMO, 
such  supply  consisting  of  all  the  cotton  grown  in  the  [536] 
Soiitheni  States  in  that'  year  and  the  cotton  left  over  fr^nn 
prior  years.  The  counts  are  long,  and  the  acts  Wbieh  the 
circuit  court  treated  as  charged  in  them  are  indicated  by 
the  following  ezoerpt  from  its  opinion,  the  footnotes  being 
ours: 

■   ■'III  ■iiniii|||*.wi^^ii|fi|ii| M»>«ii  ii>>ii».,..|i 

•  The  act  la  set  forth  iq  fnU  la  211  U.  S.  at.  i»age  S96,  ajM}  roliim 
thereiander  are  found  in  United  States  v.  Bitty,  208  U.  S.  383,.  899 ; 
United  States  ▼.  KeUel,  211  U.  S.  370,  398;  United  States  v..  Biffps, 
211  U.  S.  SOT,  (08;  United  Statw  v.  Mms<m,  218  U.  S.  115;  122;  VnHed 
&^iaes  V.  Meecall,  21ff  U.  8.  28,  81;  United  StaiM  t.  aUvemmmt  AS 
U.  &  19CI  ISP;  United  Sftates  v.  Beime,  218  U.  8.  59^  640(  Uni$mi 
States  V.  Keinze,  No.  2,  218  V.  S.  547.  550;  United  St»tfi»  ▼.  JC<uel, 
218  n.  S.  001,  606 ;  United  States  v.  MiUer.  228  U.  8.  599,  602. 
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*' These  counts  are  alike,  with  the  excet>tSoti  of  .the  statei&eclt  of 
overt  acts,*  and  each  may  be,  broadly  speaking,  divided  into  tiktfee 
parts,  which  may  be  thus  snmmarlBed : 

''(1)  Tlie  charging  part  contains  a  general  <^iarge  of  concpiracy  in 
restraint  of  interstate  commerce,  with  the  nsoal  Jonnal  .and  Juris- 
dictional aTerments. 

"(2)  The  second  part  contains  a  'description  of  the  trade  and  com- 
merce to  be  restrained.'  Under  this  liead  it  \b  f(tate4i  In  substance, 
that  cotton  is  an  articie.of  necessity  raised, in  the  Southern  States, 
which  moves  in  large  volume  in  interstate  and  foreign  commerce, 
and  that  it  is  bought  and  sold  upon  tbe  New  York  Cotton  Bxdiange 
to  such  an  extent  as  to  practically  regulate  prioes  eieewhere  in  the 
country,  so  that  future  teles  by  qpe^mlators  upon  such  exchange  of 
more  than  the  amount  of  cotton  available  at  the  time  of  delivery 
would  create  an  abnormal  demand  and  resultant  exoaasive  pribes  In 
all  cotton  markets.^ 

«One  count  contained  a  statement  of  overt  acts,,wl^Ue  th/e  iptt^er 
cQutained  no  such  statement,  a  dl^ter^noe  i^ot  here  paterijil. 

.^In  order  that  the  brief  summary  and. analysis  of  the  llUrd  pfurt 
may  be  better  understood,  the  second  part  is  here  reyproduced : 

"DES(pBIFnON   OF   TBADE   AND   COMICERCE   TO   BE   BE6TBAINED. 

''And  the  grand  Jurors  aftoesaid,  upon  their  oath  aforeaiUd,  do  far- 
ther present  that  tK  many  yean  past,  cotton  has  been  grown»  one 
crop  a  year,  in  divers  of  the  States  of  the  United  States,  among  others, 
Vi^nia,  North  Garc^ina,  South  Oarolina,  Georgia,  Clorida,  Alabama, 
Tennessee,  liississippi,  Kentncky,  Louisiana,  Oklah<Mna,  Texas, 
Arkansas,  Missouri,  and  New  Mexico;  that  such  eotton  has  been  and 
is  an  artide  of  prime  neoenity  to  the  people  of  theiUnited  Staies,  and 
the  growing  and  the  q)inning  and  manofaeturing  of.  the  same  into 
yams  and  fabrics  have  neeeasitated  the  cultivation  of  many  millions 
<tf  acres  of  land  In  the  States  last  aloseaaid,  and  the  employment  of 
many  thousands  of  persons,  in  ttioee  States  and  in  <»ther  States  of 
the  United  States,  in  connection  with  the  irianting^  cultivating,  plok- 
ing,  ginning,  compressing,  storing,  ailing,  ahipping,  and  transporting 
of  such  cotton;  that  about  sixty  per  cent  of  the  cotton  no  grown  has 
been  shipped  to  and  consumed  in  foreign  countries  in  eaeh  crop  year ; 
that  of  the  remaining  fbrty  per  cent  of  suth  cotton  about  one  half  has 
been  spun  into  yarns  and  manufactured  kito  cotton  ftibrics'by 
spinners  and  manufaetui^en  in  mdA  Sodthem  Statea  for  the.  use  of 
the  people  of  the  United  States  and  foreign*  ooBntries,  andtte  other 
half  has  been  shipped  to  N<Nrttiem*  States  of  theUUted  Stallea^  Ataleag 
others,  Maasaehnsetts,  Rhode  Island,  New-^Yoiic,  Ptfnnaylvetiiat  liew 
Hampshire^  Maine,  aHuieetiomt,>  Mvyland,  New  •Mrs^y,  and  DM- 
ware,  in  pursuance  of  sales  of  the  aame  to  spinners  and  manufac- 
turers In  the  last-mentloned  States, 'aM  then  •vvn-Jnto  yitns  and 
96825*^voL  4—17 iS 
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[M7]  «'(8)  The  third  part  contains  a  'description  of  the  method 
devised  and  adopted  by  the  conspirators  for  re[488]8training  the 
trade  and  commerce.'  It  is  alleged,  at  the  outset,  tliat  the  con- 
spirators were  to  restrain  trade  and  commerce  by  doing  *what  is 
conmionly  called  mnning  a  comer  in  cotton.*  ATorments  then  fol- 
low showing  how  the  corner  was  to  be  brought  about  and  its  effect, 
which  may  be  thus  analysed : 

**(!)  The  conspirators  were  to  make  purchases  from  speculators 
upon  the  New  York  Ootton  Exchange  of  quantities  of  cotton  for 

manufactured  into  fabrics  for  the  use  of  the  people  of  the  United 
States  and  foreign  countries;  that  tlie  d^nand  for  such  cotton  in 
f weign  countries  and  in  said  Northern  and  Southern  States  has  been 
steady  and  continuous  througlioat  all  portions  of  each  crop  year ;  that 
in  the  ordinary  coarse  of  business  said  spinners  and  manufacturers 
have  bought  little  or  no  cotton  beyond  that  required  by  them  for  their 
immediate  needs;  that  such  cotton  has  been  extensiv^y  bought  and 
sold  upon  the  Ootton  Bxchange  in  said  city  of  New  York  for  future 
delivery  in  the  United  States  during  current  crop  years,  so  much  so 
that  cotton  bought  and  sold  elsewhere  in  the  United  States  than  on 
that  exchange  has  customarily  been  bought  and  sold  at  prices  corre- 
sponding to  the  prices  prevailing  upon  said  exchange ;  that  although, 
as  the  grand  Jurors  aforesaid,  upon  their  oath  aforesaid,  charge  the 
fact  to  be,  the  rules  of  said  Ootton  Bxchange  at  New  York  Oity  have 
required  that  all  sellers  and  purchasers  of  cotton  upon  that  exchaiige 
for  future  delivery  should  contemplate  the  actual  delivery  and  receipt 
of  cotton  sold  and  purchased  by  them  there,  it  Ims  been  ^xMSiUe  for 
more  cotton  to  be  sold  at  a  given  time  or  at  given  thnes  upon  said 
exchange  for  future  delivery  at  a  given  time  or  given  times  during  a 
current  crop  year  by  speculatora,  that  is  to  say,  persons  not  having 
any  cotton  in  their  possession^  tlian  would  be  In  existence  at  such 
future  time  or  times  and  available  to  such  speculators  for  acquisition 
and  delivery  to  the  purchasers  thereof;  that  under  such  circum- 
stanees  it  has  been  necessary  for  such  skiers  of  cotton  upon  said 
exchange  for  such  future  delivery  to  make  settlements  with  pur- 
chasers ilk  cash  or  its  equivalent,  at  the  prices  prevailing  upon  said 
exchange  «t  the  time  or  times  such  settlements  have  been  made,  as 
to  whatever  cotton  such  seUera  were  unable  to  acquire  and  deliver  to 
such  purdiasers  when  such  delivery  was  due;  that  the  artifldal  con- 
dition produced  by  such  excessive  purchases,  when  made,  hM  In- 
variably created  such  an  abnormal  demand  for  ootton  on  the  part  of 
such  sellers  that  very  exoesstve  prices  thereftir  have  prevailed  upon 
said  exchange,  and  upon  all  otiier  exchanges  and  In  all  cotton  markets, 
until  after  such  setttements  have  been  made,  so  that  bona  flde  pnr- 
dnsers  of .  cotton  ft>r  consumpttDn  In  spinning  and  manufacturing 
have  been  compelled  for  a  tine  to  pay  the  same  excessive  prices  -in 
order  to.  obtain  ootton  fbr  their  needs;  that  the  cotton  crop  for  the 
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fntnre  deHTery  greatly  in  excess  of  the  amount  available  for  delivery 
when  deliveries  should  become  due.<* 

[589]  "(2)  By  these  means  an  abnormal  demand  was  to  be  cre- 
ated on  the  part  of  such  sellers  who  would  pay  excessive  priceer  to 
obtain  cotton  for  delivery  upon  their  contracts. 

'*(3)  The  excessive  prices  prevailing  upon  the  New  Tork  Exchange 
would  cause  aimlkar  prices  to  exist  upon  other  cotton  markets. 

"  (4)  'As  a  necessary  and  unavoidable  result  of  their  acts,  said  con- 
spirators were  to  compel  *  cotton  manufacturers  throughout  the  coun- 
try to  pay  said  excessive  prices  to  obtain  cotton  for  their  needs  or 
else  curtail  their  operations. 

"(5)  And  also,  as  'a  necessary  and  unavoidable  result*  of  said 
acts,  an  unlawful  obstruction  would  be  put  upon  interstate  trade  and 
commerce.^ 

"The  offence  charged)  then,  is  a  conspiracy  in  restraint  of  trade 
through  the  operation  of  a  *  corner,*    ♦    ♦    ♦.'* 

Although  ruling  that  there  was  no  allegation  of  a  specific 
intent  to  obstruct  interstate  trade  or  commerce  and  that 
the  raising  of  prices  in  markets  other  than  the  Cotton  Ex- 
change in  New  York  was  ''  in  itself  no  part  of  the  scheme," 
the  court  assumed  that  the  conspirators  intended  ^Hhe  nec- 
essary and  unavoidable  consequences  of  their  acts,"  and  ob- 
served that  ^^  prices  of  cotton  are  so  correlated  that  it  may 

crop  year  beginning  September  1,  1909,  and  ending  September  1,  1910, 
approximated  ten  million  and  five  hundred  thousand  bales;  that 
about  two  hundred  and  sixty-five  thousand  bales  of  cotton  were  left 
over  and  available  at  the  beginning  of  said  crop  year  of  the  cn^s  of 
prior  crop  years ;  that  the  foregoing  allegations  of  this  paragraph  of 
this  count  of  this  indictment  apply  to  the  cotton  of  said  crop  year 
and  to  that  of  prior  crop  years;  and  that  each  of  said  conspirators, 
when  so  conspiring  as  in  this  count  of  this  indictment  set  forth,  well 
knew  all  the  premises  in  this  count  aforesaid." 

<>The  language  of  the  charge  is:  '*They  were  to  make  purchases 
from  day  to  day  upon  said  Ck)tton  Exchange  at  New  York  City,  from 
speculators,  of  quantities  of  cotton  for  future  delivery  at  different 
times  during  said  crop  year  greatly  in  excess  of  the  amount  of  cotton 
which  would  be  in  existence  and  available  for  delivery  to  them  by 
the  sellers  thereof  when  such  deliveries  were  due,  reference  being  had 
to  the  usagM  and  requirements  of  said  tri^de  and  coitamerce  which 
are  in  this  count  above  set  forth.** 

^  Of  these  allegations  the  court  said  in  its  opinion :  "  We  must  also 
assume  that  the  allegations  of  the  results  to  follow  the  conspiracy  are 
more  than  the  condusidns  or  economic  theories  of  the  pleader  and 
amoimtto  aUegattong  of  fiMt* 
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be  said  thfflt  the  direct  result  of  the  acts  of  tiie  conspirators 
was  to  be  the  raising  of  the  price  of  cotton  throughout  the 
country." 

Upon  the  second  argument  the  defendants  contended,  and 
.  counsel  for  the  Oovernment  expressly  conceded,  that  ""  run- 
ning a  comer  "  consists,  broadly  speaking,  in  jKM}uiring  con- 
trol of  all  or  the  dominant  portion  of  a  commodity  with 
the  purpose  of  artificially  enhancing  the  price,  "  one  of  the 
important  features  of  which,"  to  use  the  [540]  language 
of  the  Government's  brief,  "is  the  purchase  for  future  de- 
livery, coupled  with  a  withholding  from  sale  for  a  limited 
time";  and  as  this  definition  is  in  substantial  accord  with 
that  given  by  lexicographers  and  juridical  writers,  we  accept 
it  for  present  purposes,  although  observing  that  not  im- 
probably in  actual  usage  the  expression  includes  modified 
modes  of  attaining  substantially  the  same  end. 

'Whilst  thus  agreeing  upon  what  constitutes  running  a 
comer,  the  parties  widely  differ  as  to  whether  what  is  so 
styled  in  this  instance  contained  the  elements  necessary  to 
make  it  operative.  The  point  of  difference  is  the  presence 
or  absence  of  an  adequate  allegation  that  the  purchasing  for 
future  delivery  was  to  be  coupled  with  a  withholding  from 
sale,  without  which,  it  is  conceded  by  both  parties,  the  mar- 
ket could  not  be  cornered.  But  the  solution  of  the  point 
turns  upon  the  right  construction  of  the  counts,  and  that, 
as  has  been  indicated,  is  not  within  our  province  on  this 
writ  of  error.  We  must  assume  that  the  counts  adeqjuately 
allege  whatever  the  circuit  court  treated  them  as  alleging. 
Its  opinion  given  at  the  time,  althovgh  not  containing  any 
express  ruling  upon  the  point  of  difference,  shows  that  the 
counts  were  treated  as  alleging  an  operative  scheme,  one  by 
which  the  market  could  be  cornered.  The  court  spoke  of  it 
as  "  contrary  to  public  policy,"  as  "  arbitrarily  controlling 
the  price  of  a  commodity,"  and  as  "  positively  unlawful  in 
any  State  having  a  statute  against  comers."  Evidently,  it 
was  assumed  that  every  element  of  running  a  comer  was 
present.  We  accordingly  indulge  that  assuipption,  but  leave 
the. partis. free,  to  pr^seAt.  the.question  to  the  district  court 
for  its  decision  in  the  course  of.j8iielv£iivtiMe:>pi 
as  may  be  had  in  that  court. 
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We  com»^  then,  to  the  question^  whether  a  oonspiracy  to 
ri>n  a  comer  in  the  availabk  sapply  of  a  staple  commodity, 
such  as  cotton,  normally  a  subject  of  trade  and  commerce 
among  the  States,  and  ttiereby  to  enhance  [541]  artificially 
its  price  throughout  the  country  and  to  compel  all  who  have 
occasion  to  obtain  it  to  pay  the  enhanced  price  or  else  to 
leave  their  needs  unsatisfied,  is  within  the  terms  of  §  1  of 
the  Anti-Trust  Act,  T^hich  makes  it  a  criminal  offense  to 
^'engage  in"  a  "conipirAcy  in  restraint  of  trade  or  com- 
merce among  the  several  States."  The  circuit  court,  as  we 
have  seen,  answered  the  question  in  the  negative;  and  this, 
although  accepting  as  an  allegation  of  fact,  rather  than  as 
a  mere  economic  theory  of  the  pledder,  the  statement  in  the' 
counts  that  interstate  trade  and  commerce  would  necessarily 
be  obstructed  by  the  operation  of  the  eonspiracy.  The  rea- 
sons assigned  for  the  ruling,  and  now  pressed  upon  our  at- 
tention, are  (1)  that  the  conspiracy  does  not  belong  to  the 
class  in  which  the  members  are  engaged  in  interstate  trade 
or  commerce  and  agree  to  suppress  comfpetition  among  them- 
selves, (2)  that  running  a  corner,  instead  of  restraining  com* 
petition,  tends,  temporarily  at  least,  to  stimulate  it,  and 
(3)  that  th(B  obstruction  of  interstate  trade  and  commerce 
resulting  from  the  operation  of  the  conspiracy,  even  although 
a  necessary  result,  would  be  so  indirect  as  not  to  be  a  re- 
straint in  the  sense  of  the  statute. 

Upon  careful  reflection  we  are  constrained  to  hold  that 
the  reascms  given  do  not  sustain  the  rtling  and  that  the 
answer  to  the  question  must  be  in  the  afifarmative. 

Section'  I  of  the  act,  upon  which  the  counts  are  founded,  is 
not  confined  to  voluntary  restraints,  as  where  persons  engaged 
in  interstate  trade  or  commerce  agree  to'  suppress  competi- 
tion among  themselves,  but  includes  as  well  involtintary  re-* 
straints,  as  where  persons  not  so  engaged  conspire  to  compel 
action  by  others,  or  to  create  artificial  conditions,  which  nee- 
essairily  impede  or  burden  the  due  course*  of  such  trade  or 
commerce  or  restrict  the  common  liberty  to  engage*  therein: 
Loewe  v.  Lawlor^  208  TJ.  S.  274,  298,  301'.  As  wA6  said  of 
this  section  in  Standard  OU  Oo.  v.  Uni^d  SiMee,  2!!2  U.  S. 
1,69: 

[448]  "The  context  manifests  that  the  statute  was  drawn  in  the 
light  of  the  existing  practical  conception  of  the  law  of  restraint  of 


Digitized  by  VjOOQIC 


758  28B  UHTTBD  WTATRB,  (M* 

OpinioD  of  the  Oourt 

trade,  becaofle  it  gronpB  as  within  tliat  dass,  not  only  contracts  which 
were  in  restraint  of  trade  in  the  snbjective  sense^  but  all  contracts  or 
acts  which  theoretically  were  attempts  to  monopolize,  yet  which  in 
practice  had  come  to  be  considered  as  in  restraint  of  trade  in  a 
broad  sense.*' 

It  well  may  be  that  running  a  corner  tends  for  a  time  to 
stimulate  competition;  but  this  does  not  prevent  it  from 
being  a  forbidden  restraint,  for  it  also  operates  to  thwart 
the  usual  operation  of  the  laws  of  supply  and  demand,  to 
withdraw  the  commodity  from  the  normal  current  of  trade, 
to  enhance  the  price  artificially,  to  hamper  users  and  con- 
sumers in  satisfyii^;  their  needs,  and  to  produce  practically 
the  same  evils  as  does  the  suppression  of  competition. 

Of  course,  the  statute  does  not  apply  where  the  trade  or 
commerce  affected  is  purely  intrastate.  Neither  does  it  ap- 
ply, as  this  court  often  has  held,  where  the  trade  or  com- 
merce affected  is  interstate,  unless  the  effect  thereon  is  direct, 
not  merely  indirect.  But  no  difficulty  is  encountered  in  ap- 
plying these  tests  in  the  present  case  when  its  salient  features 
are  kept  in  view. 

It  was  a  conspiracy  to  run  a  comer  in  the  market.  The 
commodity  to  be  cornered  was  cotton,  a  product  of  the 
Southern  States,  largely  used  and  consumed  in  the  North- 
ern States.  It  was  a  subject  of  interstate  trade  and  OHn- 
merce,  and  through  that  channel  it  was  obtained  from  time 
to  time  by  the  many  manufacturers  of  cotton  fabrics  in  Hie 
Northern  States.  The  comer  was  to  be  conducted  on  the 
Cotton  Exchange  in  New  York  City,  but  by  means  which 
would  enable  the  conspirators  to  obtain  control  of  the  avail- 
able supply  and  to  enhance  the  price  to  all  buyers  in  every 
market  of  the  country.  This  control  and  the  enhancement 
of  the  price  were  features  of  the  conspiracy  [HS]  upon 
the  attainment  of  which  it  is  conceded  its  success  depended. 
Upon  the  comer  becoming  effective,  there  could  be  no  trad- 
ing in  the  commodity  save  at  the  will  of  the  conspirators 
and  at  such  price  as  their  interests  might  prompt  them  to 
exact.  And  so,  the  conspiracy  was  to  reach  and  to  bring 
within  its  dominating  influence  the  entire  cotton  trade  of 
the  country. 
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Bearing  in  mind  that  such  was  the  nature,  ebjeot,.|aid 
scope  of  the  conspiracy,  we  regard  it  as  altogether  plain 
that  by  its  necessary  operation  it  would  directly  and  ma- 
terially  impede  and  burden  the  due  course  of  trade  and. 
commerce  among  the  States  and  therefore  inflict  upon  the 
public  the  injuries  which  the  Anti-Trust  Act  is  desigmed 
to  prevent.  See  Swift  cfe  Co.  v.  United  States,  196  U.  S. 
375,  396-400;  Loewe  v.  Lawlar,  908  U.  S.  274;  Standard 
Oil  Co.  V.  UMted  States,  221  U.  S-  1;  United  States  y. 
American  Tobacco  Co.,  221  U.  S.  106.  And  that  there  is  no 
allegation  of  a  specific  intent  to  restrain  such  trade  or  com- 
merce does  not  make  against  this  conclusion,  for,  as  is  shown 
by  prior  decisions  of  this  court,  the  conspirators  must  be 
held  to  have  intended  the  necessary  and  direct  consequences 
of  their  acts  and  can  not  be  heard  to  say  the  contrary.  In 
other  words,  by  purposely  engaging  in  a  omspiracy  which 
necessarily  and  directly  produces  the  result  which  the  stat- 
ute is  designed  to  prevent,  they  are,  in  legal  contemplation, 
chargeable  with  intending  that  restdt.  Addyston  Pipe  db 
Steel  Co.  V.  United  States,  175  U.  S.  211,  243;  United  States 
V.  Reading  Co.,  226  U.  S.  824,  870. 

The  defendants  place  some  reliance  upon  Ware  db  Leland 
V.  Mobile  County,  209  TJ.  S.  405,  as  showing  that  the  opera- 
tion of  the  conspiracy  did  not  involve  interstate  trade  or 
commerce,  but  we  think  the  case  does  not  go  so  far  and  is 
not  in  point.  It  presented  only  the  question  of  the  effect 
upon  interstate  trade  or  commerce  of  the  taxing  by  a  State 
of  the  business  of  a  broker  who  was  dealing  [544]  in  con- 
tracts for  the  future  delivery  of  cotton,  where  there  was  no 
obligation  to  ship  from  one  State  to  another;  while  here  we 
are  concerned  with  a  conspiracy  which  was  to  reach  and 
bring  within  its  dominating  influence  the  entire  cotton  trade 
of  the  country  and  which  was  to  be  executed,  in  part  only, 
through  contracts  for  future  delivery.  It  hardly  needs 
statement  that  the  character  and  effect  of  a  conspiracy  is 
not  to  be  judged  by  dismembering  it  and  viewing  its  sepa- 
rate parts,  but  only  by  looking  at  it  as  a  whole,  Montague 
db  Co.  V.  Lowry,  193  U.  S.  38,  46-46;  Swift  db  Co.  v.  United 
States,  lWV.S.&76,i8»'*S7. 
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i^s  We'^  of  6)^ilibii  thiit  tber  statute  does  embrace  tiiie 
6tMg^irttt<j^  yhich  the  Oireuit  Cdurt  treated  as  charged  in 
c6tlhtS'Mydi' and*  eight,'  as  eonktrtied  by  it,  its  judgment  upon 
tJfe*§e  cotiiAs  is  reversed  and  thfe  case  is  renlanded  for  further 
l^t^ocei^dttigii  in  conformity  with  this  opinion. 

Re^verfed'ii  part. 

Mr.  JastiorLuRTo^,  dissenting. 

The  majority  seedi  to  bstse  a  judgment  of  reversal  upon 
mh  assumption  that  the  court  below  interpreted  the  counts 
ilk'qiie^Oh  ai^  charging  all  the  elements  essential  to  a  tech- 
ittcal  **coriiei*:"^  To  thii^  vieW  of  the  opinion  of  the  court 
below  I  do  n6t  assent;  As  I  interpret  that  opinion  the  court 
hiild  thiB'  cbtmt  bad  because  it  did  not  charge  a  **  comer." 
Thus  interpreted  there' was  no  error  in  quashing  the  count. 
I  am  authoi^ed  to  say  that  the  Chief  Justice  concurs  in  this 
dlsi^t. 

.  Mr,  Justix^e  Holmes  abo  dissents. 


GOMPEil^S  V.  BUCKS  STOVE  &  RANGE  COMPANY.- 

GBBTIORARI   TO   THB   OOUBT   OF     AFPEAUS     OF     TH£  DIST^CT  OF 

COLUMBIA. 

(No.  872.    Argued  January  27,  30,  Ifillr-Decided  May  15, 1911.) 
[221  ir.  S.  ^8.] 

An  order  of  a  court  at  equity,  restraining  defendants  from  boycotting 
complainant  by  publishing  statements  tliat  complainant  was  guilty 
of  unfair  trade,  does  not  amount'  to  an  unconstitutional  abridgment 
of  free  siie^^ ;  the  question  of  the  validity  df  the  order  Involves 
only. the '|M)M^r  of  the  court  to  enjoi'n  the  boycott^ 

Qua!re  as  to  what  constHutes  a  boycott  tlmt  may  be  eiijotaied  by  a 
court  of  equity;  but,  in  order  that  It  may  be  enjoined,  it  must 

•For  criminal  contetniH:  {iroceedtUg^  (23S  IT.  S.  004),  s^  pd$t, 
pi^  Tdl .... 

*  Syllabus  and  statements  of  arguQientt  copyrighied,  }911,  by  The' 
Banks  Law  Publishing  Company. 
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apt^r  tlBit  tliefe  !s  a  conspiracy  catislng^  lrr6t>atfl[ble  damkg^  to 
comt^lalnant's  bnsltiete  or  property. 

Where  c6ndltiotur  exist  tlilit  justify  the  enjoining  of  a  bor^ott,  the 
publication  and  use  of  letters,  circulars,  and  printed  matter  may 
coiistftutie  the  me<nis  of  unlawfully  continuing  the  boycott  and 
amount  to  a  violation  of  the  order  of  injunction. 

The  Anti-Trust  Act  of  1890  applies  to  any  unlawful  combination 
resulting  in  restraint  ol  interstate  cMdmerce,  including  boycotts 
and  blacklisting,  whether  made  effective  by  acts,  words,  or  printed 
matter.    LiMwe  V.  L0Ufliar,  206  U.  S.  274. 

The  court's  protective  powers  ettend  to  every  deviee  whereby  prop- 
erty is  irreparably  damaged  or  interstate  commerce  restrained; 
otherwise  the  Anti-TTust  Act  would  be  rendered  impotent 

Society  itself  is  an  organisation  and  does  not  object  to  organisations 
for  sodal,  religiens,  business,  and  all  other  legal  purpotoi. 

On  appeal  against  unlawfully  exercising  power  of  organizations  It  is 
the  duty  of  goverament  to  protect  the  one  against  the  many  as  well 
as  the  many  against  tlie  one. 

An  agreement  to  act  in  convert  on  publication  of  a  signal  makes  the 
wtMTds  used  as  the  signal  amount  to  verbal  acta,  and,  when  the 
facts  justify  it,  the  court  having  jurtsdiction  can  enjoin  tlie  use  of 
the  wotds  in  such  connectlan ;  and  so  h^d  as  to  words  *'  unfah* " 
and  "  we  don*t  patronize  "  as  used  in  this  case  for  the  purpose  of 
continuing  a  boycott. 

Civil  and  criminal  contempts  are  essentially  different  and  are  gov- 
erned by  difftf  ent  rules  of  procedure. 

A  proceeding  instituted  by  an  aggrief^  party  to  punish  ttie  other 
[41t]  party  for  contempt  for  affirmatively  vlM^atlng  an  injunction 
In  the  same  actSon  in  which  the  injunction  order  was  isbued,  and 
praying  for  damages  and  costs,  is  a  civil  proceeding  in  contempt, 
and  is  part  of  the  main  action,  and  the  court  can  not  punish  the 
contempt  by  imprisonment  for  a  definite  term ;  the  only  punishment 
is  by  fine  measured  by  the  pecuniary  injury  sustained. 

In  criminal  proceedings  for  contetept  the  party  against  wh<Mn  the 
piH)CeedlngB  are  instituted  is  entitled  to  the  protection  of  the  oon- 
stitutional  provisions  against  self-incrimlnatkHL 

There  is  a  substantial  variance  between  the  procedure  adopted  and 
punishment  imposed,  when  a  punitive  sentence  apptx>priate  only  to 
a  proceeding  for  criminal  contempt  is  imposed  in  a  proceeding  in 
an  equity  action  for  the  remedial  relief  of  an  injured  partit. 

Where  the  main  suit  in  which  an  injunction  order  has  been  granted 
is  settled  and  discontinued,  every  proceeding  which  is  a  part 
thereof,  or  dependent  thereon,  is  also  necessarily  settled  as  beti^een 
the  parties ;  and  so  held  as  to  a  proceeding  instituted  by  the  party 
aggrieved  against  the  other  party  for  violation  of  an  injunction. 

The  fact  that  the  party  aggrieved  by  the  violation  of  an  injunctioD 
deprives  himself,  by  settling  the  main  case,  of  the  right  to  pursue 
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the  violator  for  contempt  does  not  prevent  tbe  court,  whose  order 
was  violated,  from  Instituting  proceedings  to  vindicate  its  anthor- 
Ity ;  and  In  tills  case  the  dismissal  of  the  civil  contempt  prooeedng 
is  without  prejudice  to  the  power  and  right  of  the  court  whose  In- 
junction was  violated  to  punish  for  contempt  by  proper  proceedings. 
33  App.  D.  G.  516»  reversed. 

[57  L.  Kd.  7OT.«1 

[Injuncion — Against  Boycott — Vbrbal  Acts. — ^A  court  of  equity 
may  enjoin  the  continuance  of  a  boycott,  although  spoken  words 
or  written  matter  were  used  as  one  of  the  instrumentalities  by 
which  the  boycott  was  made  effective. 
For  other  cases,  see  Injunction,  I  d,  in  Digest  Sup.  Gt  1906w 

Appeal— In  €k>ifTBMPT  PBOCBKDiNa — ^RsvESsraLC  Bbbob — Ssntbncb  on 
Dkfbctive  Count. — ^A  decree  adjudging  each  defendant  guilty  of 
tbe  independent  acts  set  out  In  separate  paragraite  of  a  petition 
charging  them  with  contempt  of  an  injunction  order,  and  consoli- 
dating sentence  without  indicating  how -must  of  the  punishment 
was  imposed  for  the  disobedience  in  any  particular  instance^  should 
be  reversed  tf  it  appears  that  the  defendants  have  been  sentenced 
on  any  charge  which,  in  law  or  in  fact,  does  not  constitute  a  dis- 
obedience of  the  Injunction. 

For  other  cases,  see  Appeal  and  Error,  VIII  m,  2,  In  Digest 
Sup.  Ot  180& 

Ck>NTEMPT — Civil  ob  Cbiminait— Punwhicbnt.—- A  punitive  senttt&ce 
appropriate  only  to  a  proceeding  at  law  for  criminal  contempt 
where  the  contempt  consisted  in  doing  that  which  had  been  pro- 
hibited by  an  injunction  could  not  properly  be  Unpoaed  in  contempt 
proceedings  which  were  instituted,  entitled,  tried,  and,  up  to  the 
moment  of  sentence^  treated  as  a  part  of  the  original  cause  in 
equity. 
For  other  cases,  see  Contempt,  II  e,  in  Digest  Sup.  Ct  1908. 

GONTIMPT^-BlTBCT    OV    SETTLEMSNT    OF    MAIN    CaVSB^DISICIBSAL. — 

A  proceeding  in  equity  for  civil  contempt  consisting  in  doing  that 
which  was  forbidden  by  an  injunction,  where  the  only  remedial 
relief  possible  was  a  fine  payable  to  the  complainant,  must  be 
dismissed  without  prejudice  to  the  power  and  right  of  the  court 
granting  the  injunction  to  punish  for  contempt  by  proper  pro- 
ceedings, where  tliere  has  been  a  complete  settlement  between 
the  parties  of  all  tbe  matters  involved  in  the  original  equity  cause.] 

<>The  paragraphs  following,  in  braclcets,  comprise  the  syllabus  of 
the  case  as  reported  in  volume  57,  page  707,  Lawyers  Edition,  Su- 
preme Court  Reports.  Syllabus  copyrighted,  1912,  191S,  by  The 
Lawyers  Co-operative  Publishing  Company. 
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This  is  a  proceeding  to  reverse  a  judgment,  finding  that 
Samuel  Gompers,  John  Mitchell,  and  Frank  Morrison  were 
guilty  of  contempt  in  violating  the  terms  of  an  injunction 
restraining  them  from  continuing  a  boycott,  or  from  pub- 
lishing any  statement  that  there  was  or  had  been  a  boycott 
against  the  Bucks  Stove  &  Range  Company.  The  con- 
tempt case  grew  out  of  litigation  reported  in  33  App,  J).  C. 
83,  516.  It  will  only  be  necessary  to  briefly  refer  to  the 
facts  set  out  in  that  record. 

The  American  Federation  of  Labor  is  composed  of  volun- 
tary associations  of  labor  unions  with  a  large  membership. 
It  publishes  the  American  Federationist,  which  has  a  wide 
circulation  among  the  public  and  the  Federa[420]tion. 
Samuel  Gompers  is  president  and  editor  of  the  paper.  John 
Mitchell  is  vice  president  of  the  Federation  and  president 
of  the  United  Mine  Workers,  one  of  the  affiliated  unions. 
Frank  Morrison  has  charge  of  the  circulation  of  the  paper. 
The  Federation  had  a  difference  as  to  the  hours  of  labor 
with  the  Bucks  Stove  &  Range  Company,  of  which  J.  W. 
Van  Cleave  was  president,  who  was  also  president  of  the 
American  Manufacturers'  Association.  This  controversy 
over  the  hours  of  work  resulted  in  a  boycott  being  declared 
against  the  Bucks  Stove  A  Range  Company,  and  it  was 
thereupon  declared  "Unfair"  and  was  published  in  the 
American  Federationist  on  the  "Unfair"  and  "We  don't 
patronize  "  lists.  The  company  filed  in  the  Supreme  Court 
of  the  District  of  Columbia  its  bUl  against  the  Federation, 
the  def^idants  above  named  and  other  officers,  alleging  that 
the  defendants  had  entered  into  a  conspiracy  to  restrain 
the  company's  State  and  interstate  business,  in  pursuance  of 
which  they  had  boycotted  it,  published  it  on  the  unfair 
lists,  and  had  by  threats  also  coerced  merchants  and  others  to 
refrain  from  buying  Bucks'  products  for  fear  that  they 
themselves  would  be  boycotted  if  they  continued  to  deal 
with  that  company.  The  result  of  the  boycott  had  been  to 
prevent  persons  from  dealing  with  it  and  had  greatly  less- 
ened its  business  and  caused  irreparable  damage. 

After  a  lengthy  hearing,  the  court,  on  December  18,  1907, 
signed  a  temporary  injunction,  which  became  effective  when 
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the  bond  requirtBd  was  given,  on  December  the  SSd.  The 
order  is  published  in  the  margin.* 

[431 J  Thereafter  testimony  was  regularly  taken,  and  on 
March  23,  1908,  the  injunction  was  mbde  permanent,  with 
provisions  almost  identical  with  the  temporary  order  of 
Decembei^  17, 1907. 

From  this  final  decree  the  defendants  appealed,  but  be- 
[42S]fore  a  decisioh  was  had  the  Bucks  Stove  &  R^nge 
Company  began  contempt  proceedings  by  filing  in  the  Su- 
preme Court  of  the  District   a    petition   entitled  ^  Bucks 

•Ordered  that  the  American  lUMeration  of  labor,  Samuel  (kna- 
pers,  Frank  Morrison,  *  *  *  Jol^p  MitcheU,  *  *  *  tbeir  and 
each  of  their  agents,  servants,  attornexa^  confederates,  and  any  and 
all  persohs  acting  in  aid  of  or  in  conjunction  with  them  or  any  of 
them  be,  and  they  hereby  are,  restrained'  and  enjoined  untU  the  final 
decree  in  aaM  cause  from  consj^iring,  agreeing,  or  combining  in  any 
manner  to  restrain,  obstruct,  or  dbsfcroy  the  business  of  the  complalB- 
ant,  or  to  prevent  the  complainant  from  caurying  oa  the  sakne  with- 
out interference  from  them  or  ai^  of  them,  and  from  iiitcrfering  in 
any  manner  with  the  sale  of  the  product  of  the  complainant's  factory 
or  business  by  defendants,  or  by  any  other  person,  firm,  or  corpora- 
tion, and  from  declaring  or  threatening  any  boycott  against  the  com- 
plainant, or  its  baslaeflB»  or  tiie  piMoct  of  its  factory,  or  against  any 
person,  flrm»  or  corporation  enga^SBd  In  handUng  or  selling  the  said 
product,  and  from  abetting,  aiding;  or  assisting  in  any  such  boycott, 
and  from  printing,  issuing,  publishing,  or  distributing  through  the 
mails,  or  In  any  other '  manner,  any  copies  or  copy  of  the  American 
Federatiohist,  or  any  other  printed  or  written  newspaper,  magazine, 
circular,  letter,  or  other  documemt  or  Instrument  whatsoever,  which 
shall  contain  or  in  any  manner  refer  to  the  name  of  the  oomiilaln* 
ant,  its  business,  or  its  product  in  the  **  We  don't  patronise,"  or  the 
**  Unfair  "  list  of  the  defendants,  or  any  of  them,  tbeir  agents,  serv- 
ants, attorneys,  confederates,  or  other  person  or  persons  acting  in 
aid  of  or  in  conjunctloh  with  them,  or  which  contains  any  reference 
to  the  complainant,  it^' business,  or  product  in  connection  with  the 
term  "Unfair"  or  with  the  ''We  don't  patoontse"  list  or  with 
any  other  phrase,  word,  or  words  of  slnilar  impotft,  and  from  pub* 
lishing  or  otherwise  drculatiag,  whether  in  writing  or  onOly,  any 
statement  or  notice  of  any  kind  or  character  whatsoever,  calling  at- 
tention to  the  complainant's  customers,  or  ot  dealers  or  tradesmen,  or 
the  public  to  any  boycott  against  the  complaftiai^t,  its  bustneas,  or  its 
product,  or  that  the  saiae  aito,  or  were^  or  havei  beea^  dMaved  to  be 
"  VK^lr,"  or  timt  it  aiwuld  abt  bepurohaaad  or  dealt  in  >or  InsdM  by 
any  dealer,  tradesman,  or  other  person  whomsoever,  or  by  the  pubUc, 
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Stove  ft  Range  Company,  plaintiff,  vs.  The  American  Fed- 
eration of  Labor  et  al.j  defendants,  No.  27,805,  Equity," 
alleging  that  petitioner  had  '^  filed  in  this  oaiuuse  its  <original 
bill  of  complaint,  naming  as  i  defendants,  among  oihws, 
Samuel  Gompers,  Frank  Morriscm,  and  John  Mitchell."  All 
of  the  record  and  testimony  in  the  original  cause  was  made 
a  part  of  the  petition,  as  follows : 

^^  Beference  is  hereby  made  to  the  original  bill  and  exhib- 
its filed  in  support  of  the  same,  the  ajoawer  and  amended 
answer  of  the  defendants,  the  testimony  taken  on  both  sides, 

or  any  representation  or  statement  of  like  effect  and  Import*  for  t|ie 
purpose  of,  or  tending  to,  any  Injury  to  or  Interference  with  the  com- 
plainant's business,  or  with  the  firee  and  unrestricted  side  of  its  prod- 
uct, or  of  coercing  or  inducing  any  dealer,,  pecson,  flnn,  or  ooiDoratlaii» 
or  the  puhiic,  not  to  purchase,  ui^,  buy,  trade  in,  cNU  in,  or  liave  in 
possession  stoves,  ranges,  heating  apparatus,  or  other  product  of  the 
complainant,  and  from  threatening  or  intimidating  any  person  or 
persons  whomsoever  from  buying,  selling,  or  otherwise  dealing  in  the 
complalnant*s  product,  either  directly  ot  tiirough  orders,  dlrecClons, 
or  suggestions  to  committees^  aaaociatiosis,  4)0lcets,  agents,  or  others, 
for  the  performance  of  any  such  acts  or  threats  as.her^n  above  speci- 
flfd,  and  from  in  any  manner  \^liatsoever  injpeding,,  obstructing,  inter- 
fering with  or  restraining  the  coroplainant*s  business,  trade,  or  com- 
merce, whether  in  the  State  of  Missouri  or  in  other  States  and  Terri- 
tories of  the  United  States,  or  elsewhere  whereseever,  and  tram 
soliciting,  directing,  aiding*  asadsting,  or  abetting  any  peoBon  er  per- 
8«Ki8,  company,  or  corperatlon  to  do  or  cajose  to  f^  ^me  any  of  the 
a^ts  or  tilings  aforesaid. 

iWid  it  is  further  ordered  by  the  court  th^t  this  order  shall  be  in 
full  force,  obligatory  and  binding  upon  the  said  defendants  and  each 
of  them  and  their  said  officers,  members,  agmts,  servants,  attorneys, 
conf ederatesr*  and  all  persons  acting;  in  laid.of.or  in  cenlonctiou  wlith 
them,  upon  t3ie  service  of  a  copy  tliereof  upon  them,  or  their  solicitors 
or  solicitor  of  record. in  this  cause:  Provided,  The  complainant  shall 
first  execute  and  file  in  this  cause,  with  a  surety  or  sureties  to  be 
approved  by  the  court,  or  one  of  the  Justices  thereof,  an  undertaking 
to  make  good  to  the  defendants  all  damage  by  them  suffered  or  sus- 
tained by  reason  of  wrongfully  and  inequitably.  «ub]g  out 'this  injunc- 
tion, and  stipulating  that  the  dasiases  may  be  ascertained  in  such 
manner  as  the  Justice  of  this  oourt  shall  direct,  and  tl^at,  on  dissolv- 
ing the  injunction,  he  may  give  Judgment  thereon  against  the  princi- 
pal and  sureties  for  said  damages  in  the  decree  itself  dissolving  the 
injunction. 
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the  original  order  restraining  and  enjoining  the  defendants 
pendente  lUe^  and  the  final  decree  in  the  cause,  and  each  and 
every  other  paper  and  proceeding  in  this  cause  from  the 
institution  of  the  sait  to  the  filing  of  this  [423]  petition, 
and  it  is  prayed  that  the  same  may  be  taken  and  read  as  a 
part  hereof  at  any  and  all  hearings  upon  this  petition, 
whether  in  this  court  or  on  appeal  from  its  decision  herein 
rendered." 

Some  of  the  publications  were  charged  to  be  in  violation 
of  the  terms  of  the  temporary  injunction,  dated  December 
23,  1907,  and  others  were  alleged  to  be  in  violation  of  the 
final  decree,  dated  March  23, 1908. 

The  petition  set  out  in  nine  distinct  paragraphs  the 
speeches,  editorials,  and  publications  made  at  different  times 
by  the  seiveral  defendants,  charging  that  in  each  instance 
they  continued  and  were  intended  to  continue  the  boycott, 
and  to  republic  the  fact  that  the  complainant  was  or  had 
been  on  the  ^^  unfair  list."  It  concluded  by  alleging  that  by 
the  devices,  means,  speeches,  and  publications  set  forth,  and 
in  contempt  of  court,  the  defendants  had  disobeyed  its  orders 
and  violated  the  injunction.  The  prayer  was  (1)  that  the 
defendants  be  required  to  show  cause  why  they  should  not 
be  attached  for  contempt  and  adjudged  by  the  court  to  be 
in  contempt  of  its  order  and  its  decree  in  this  cause  and  be 
punished  for  the  same.  (2)  And  that  petitioner  may  have 
such  other  and  further  relief  as  the  nature  of  its  case  may 
require.  (Signed :  Bucks  Stove  &  Eange  Company,  by  J.  W. 
Van  Cleave,  president)  It  was  also  sworn  to  by  the  presi- 
dent of  the  company  and  signed  by  its  solicitors: 

A  rule  to  show  cause  issued,  requiring  each  of  the  defend- 
ants to  show  cause  why  they  should  not  be  adjudged  to  be  in 
contempt  and  be  punished  for  the  same.  Each  of  the  de- 
fendants answered  under  oath,  and^  as  treating  the  contempt 
proceeding  as  a  part  of  the  original  cause,  admitted  the  alle- 
gations as  to  the  history  of  the  litigation  in  paragraphs  2,  3, 
4,  and  5  of  the  petition,  but  "  for  greater  accuracy  refer  to 
the  record  in  this  cause."  Publications  were  admitted  but 
explained.  Each  of  the  defendants  denied  under  oath  that 
he  had  been  in  disregard  or  [484]  contempt  of  the  court's 
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order  and  denied  that  any  of  the  acts  and  charges  com- 
plained of  constituted  a  violation  of  the  order.  There  were 
several  issues  of  fact  on  which  much  evidence  was  taken. 
This  related  to  the  question  of  intent,  and  whether  there 
had  been  a  purpose  and  plan  to  evade  any  injunction  which 
might  be  granted.  There  was  also  an  issue  as  to  whether 
John  Mitchell  had  put  a  resolution  to  the  convention  of  the 
United  Mine  Workers;  whether  Samuel  Qompers  and  Frank 
Morrison  had  rushed  the  mailing  of  the  January  issue  of  the 
American  Federationist,  on  December  22,  so  as  to  avoid  the 
injunction  dated  December  17,  which  became  operative  on 
giving  bond  by  complainant  on  December  28;  and  also 
whether  thej  had  thereafter  sold  and  circulated  copies  of 
this  issue  containing  the  3ucks  Stove  Company  on  the 
"Unfair''  and  "We  don't  patronize"  list.  Evidence  was 
taken  partly  by  deposition,  partly  before  an  examiner  in 
chancery. 

Each  of  the  defendants  was  called  as  a  witness  by  the 
complainant,  and  each  testified  as  to  facts  on  which  the 
allegation  of  intent  or  evasion  was  based,  dnd  as  to  the 
publications,  speeches,  and  resolutions  which  he  was  accused 
of  having  made,  and  which  the  petition  alleged  constituted 
an  act  of  disobedience  and  contempt  of  court. 

The  court  made  a  special  finding  as  to  two  of  the  nine 
charges,  and  then  found  that  all  three  of  the  defendants 
were  guilty  of  the  several  acts  charged  in  paragraphs  17 
and  26 ;  that  respondents  Gompers  and  Morrison  were  guilty 
of  the  several  acts  charged  in  the  sixteenth  and  twentieth 
paragraphs ;  that  respondent  Morrison  was  guilty  of  the  acts 
charged  in  the  twenty-fifth  paragraph;  and  that  respond- 
ent Gompers  was  guilty  of  the  several  acts  charged  in  the 
paragraphs  19, 21,  22,  and  23.  The  finding  concluded :  "  The 
court  being  fully  advised  in  the  premises,  it  is  by  it,  this 
twenty-third  day  of  December,  A.  D.  1908,  considered  that 
the  said  respondents,  Samuel  [485]  Gompers,  Frank  Mor- 
rison, and  John  Mitchell,  are  guilty  of  contempt  in  their  said 
disobedience  of  the  plain  mandates  of  the  said  injunctions; 
and  it  is  therefore  ordered  and  adjudged  that  the  said 
respondent,  Frank  Morrison,  be  confined  and  imprisoned 
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ux  the  United  .States  jail  in  the  Dietpict  of  Goliunbia  'foi 
and  during  a  period  of  ^ix  months;  that  the  said  respondent, 
John  Mitchell,  .be  confmi^d  and  imprisoned  in  the  said  jail 
for  and  during. a  period  of  nine  months;  f^^d.that  the  re- 
spondent, Samuel  Gompers,  be  confined  and  imprisoned  in 
the  said  jail  for  and  during  a  period  of  twelve  months, 
said  imprisonipent  as  to  each  of  said  respondents  to  take 
effect  from  and  including  the  date  of  the  arrival  of  said 
respective  respondents  at  said  jail." 

On  the  syetme  day  the  defendants  entered  an  appeal,  which 
was  allowed,  and  bail  fixed.  After  notice  to  the  defendants 
the  complainant  moved  '^  the  court  to  ami^nd  or  supplement 
its  decree  by  awarding  to  it  its  costs  against  the  defendants 
u^er  the  proceedings  in  contempt  against  .them."  This 
i^Qtiqn  Yf^s  grafted  in  an  order  which  incited  that  '^  upon 
cpn^deration  of  the  motion  of  cpfnplainant,  filed  in  the 
above  cause  for  award  of  its  costs  in  the  contempt  proceed- 
ings in  said  caui^  against  the  defendants,  Sami^el  Gompers, 
John  jyiitchell,  and  Frank  Morrison,  and  after  argument  .by 
the  solicitors  of  the  respective  parties,  the  motion  is  granted, 
and  it  is  ordered  that  the  complainant,  the  Bucks  Stove  & 
fBange  Company,  do  recover  agaiust  t|ie  defendants  named 
its  costs  in  the  said  contempt  proceeding,  to  be  taxed  by  the 
clerk,  and  that  it  have  execution  therefor  as  at  law." 

The  parties  also  entered  into  a  stipulation,  the  material 
portions  of  which  are  as  follows: 

^'For  the  purpose  of  avoiding  unnecessary  cost  in  the 
.matter  of  the  appeal  by  the  defendant  Samuel  Gompers, 
^  John  Alitchell,  and  Frank  Morri$on»  from  the  ].udgment 
against  them  under  the  contempt  proceedings  in  the  above 
entitled  cause,  it  is  stipulated  that,  *  *  *  with.  [436]  the 
ai^roval  of  the  Court  of  Appeals^  the  record. in  the. above 
cause ;  [i?uci«  Stove  cfe  Bo^e  Co.  y.  American  Federation 
of  Labor  et  ah']  ♦  ♦  *  may  be.read  fr^m  by  eiU^er  pipi^y 
to  the  appeal  in  said  contempt  proceedings,  in  so  far  as  the 
same  may  be.  i^leyant  and  material^with  like  e^t  as  if 
•the  said.^ord  of  {the  original  qau^e  were  ei^^byj^cedayi.the 
trans^^pi  v^  the  appeal  (frojca.>jthe  mid  ^w^i^^i  pro- 
i^eefJipjip.''  .    . 
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Xhifi  Btipulfttion  was  signed' by  cot^seL,  for  the*  defendants 

.a^dfor  tbe3uf;ks^StoMe4&.Kwage  Co.  .^ 

The  petitioix  in  the  contempt  .proccMe^ing^  the  .apsiwf  r, 
orders^  final  decree,,  an^^nded  decree,  imkI  stipulation  were 
all  entitled  in  the  original,  cause,  ""  Bucks  Stove  S^  BaQge 
Company  v.  The  American  Federation  of  Labor,  *  jSanmel 

.Gomp^s,  John  Mitchell,  Frank  Morrison,  et  a?."  The 
appeal  papers  in  the  Court  of  Appeals  of  the  Dieitiplct  ware, 
and  those  here  on  certiorari  are,  envied  ^^  Samjuel  Qompers, 

.John  Mitchell,  and  Frank  Morrison,  appellants^  ,i;.  The 
Sucks  Stove  i&  Bange  Company." 

On  December  2^  1908,  the  defendants  were  found  guilty 
of  contfempt,  and  on  the  same  day  thcgr  appealed.  On  Maxdi 
26, 1909,  the  Courtof  Appeals  rendered  its  deciaip9^4n  favor 
of  the  Bucks  Stove  Company  on  the.  appeal  ixwx  the  decree 
of  March  23,.  1^08^  and  found  that  the  decree  w,i(s^  jua  sqme 
respect,  erroneous,  and  modified  it  accordingly..  .tE'rom  that 
decision  both  parties  appealed  to  this  court,,  the  Bucks  Stove 
Company  cojaten4iPg^that  it  was  error- 1^  modi^  in:  any 
respect;  the  American  Federation  of  Lab^r  et  a{.  poni^nding 
that  the  Court  of  Appeals  erred  in  not  reversing  an(^  setting 
afiideaaa  whole^the  decree gra9ting. the  ixj^unct^o^     .. 

There  subsequently  came  on  to  be  bec^rd  in  theji^ourt-jOf 
Appeals  rof  the  District  of  Columbia  the  appeal*  ^rpin» the 

.  decree .  in ,  the  contempt  proceeding*  On  that  h^iru^  t^e 
Bucks  Stoye  &  Bange  Company  moved  to  dismiss  th^r  appeal, 
because  the  evic^ience  had  no);  been  incoirporated  Li9?J  ,in 
a  bill  of  exceptions,  claiming  that  it  was  a  criminal  pro- 
ceeding and  was  governed  by  the  practice  applicable  to  law 
cases.  iThis  motion  was  resisted,  by  the  defendants,  >  who 
contended  that  the  conteippt,  proceedings  were,^  f^art  of 

.  tho  ^uity  cause  and  that  the  case  was  to  be  govefinod  by 
equity  practice,  in  which  the  whole  record  could  be  examined 
on  appeal. 

The  court  of  appeals  held  that  the'  proceeding'  was  for 
criminal  contempt  and  that  for  want  of  a  bill  of  i^:^pti6hs 
it  could  not  examine  thte  testimony,  but  mtfet  trWiVthe  find- 
ings of  fact  by  the  judge  as  xonchisiye'  and  Hniit'its  con- 
sidenrtion  to  the  qu^ion  wh^her  asatnatter  6!f  law  the 
96826*— VOL  4-17-^— 4i  "  '' 


Digitized  by  VjOOQIC 


770  tZL  UNITED  States,  428. 

Argument  for  Plftintttr. 

petition  charged  and  the  finding  found  acts  which  amounted 
to  a  violation  of  the  injunction.  It  held  that  some  of  the 
facts  alleged  did  constitute  a  g^ood  charge  of  contempt,  and 
as  each  of  the  defendants  were  found  to  be  guilty  of  at  least 
one  of  such  acts  of  disobedience  constituting  a  violation  of 
the  injunction  and  a  contempt  of  court,  it  held  that  the  con- 
viction must  be  sustained.  This  ruling  was  put  on  the 
ground  that  on  a  general  verdict  of  guilty,  the  conviction 
and  sentence  on  an  indictment  containing  several  counts, 
some  of  which  were  bad,  must  stand,  if  those  which  were 
good  would  sustain  the  sentence.  It  therefore  not  only 
refused  to  examine  the  evidence  to  determine  whether  the 
proof  was  sufficient  to  sustain  the  conviction,  but  it  also 
declined  to  consider  the  sufficiency  of  the  other  charges  in 
the  petition  of  which  the  defendants  were  also  found  guilty. 
It  affirmed  the  judgment  of  the  Supreme  Court  of  the  Dis- 
trict. The  defendants  thereupon  applied  for  and  obtained 
a  writ  of  certiorari. 

The  appeal  and  cross  appeal  in  the  original  cause  of  the 
Bucks  Stove  &  Range  Company  v.  The  American  Federa- 
tion of  Labor  et  al.  were  heard  here  together.  During  the 
argument  it  appeared  that  the  parties  had  settled  their  dif- 
ferences iand,  on  the  ground  that  the  questions  were  moot, 
[428]  this  court  dismissed  both  appeals.  219  U.  S.  581. 
Following  this  disposition  of  those  appeals,  and  on  the  same 
day,  the  contempt  case  was  called,  and  was  argued  by  counsel 
for  the  Bucks  Stove  &  Range  Company  and  counsel  for 
Samuel  Gompers,  Frank  Morrison,  and  John  Mitchell. 

Mr.  Alton  B.  Parker  for  petitioner,  with  whom  Mr.  Jack- 
son B.  Ralston^  Mr.  F.  L.  SiddonSy  Mr.  W.  E.  RicTiardson^ 
and  Mr.  John  T.  Walker  were  on  the  brief,  for  plaintiff  in 
error: 

Proceedings  for  contempt  are  of  two  classes — ^thpse  prose- 
cuted to  preserve,  the  power  and  ^n^icate  the  dignity  of  the 
courts  and  to  punish  for  disobedicAce  pt  their  orders^  and 
those  instituted  to  presei*ve  and  enforce  the  rights  of  private 
parties  to  suits  luid  to  compel  obedience  to  orders  and  de- 
crees made  to  enforce  the  rights  fmd  adpi^i^r  the  remedies 
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to  which  thei  court  has  fouad  them  to  be  entitled*  The  for- 
mer are  criminal  and  punitive  in  their  nature,  and  the  Oov- 
er^ment,  the  court,  and  the  pec^le  are  interested  in  their 
prosecution^  The  latter  are  civil,  remedial,  and  cowcive  in 
their  nature  and  the  parties  generally  interested  in  their 
conduct  and  prosecution  are  the  individuals  whose  private 
rights  and  remedies  they  were  instituted  to  protect  or  en- 
force.   In  re  Nevitt,  117  Fed.  Eep.  448,  460,  and  cases  cited. 

This  classification  of,  or  distincticm  between,  civil  and 
criminal  contempts  was  quoted  with  approval  by  this  court 
in  Bessette  v.  W.  B.  Cankey  Co.,  194  U.  S.  828.  The  court 
adds  that  it  may  not  be  always  easy  to  classify  a  particular 
act  as  belonging  to  either  one  of  these  two  classes.  It  may 
partake  of  the  characteristics  of  both.  A  significant  and 
generally  determinative  feature  is  that  the  act  is  by  one 
party  to  a  suit  in  disobedience  of  a  special  order  made  in 
behalf  of  the  other,  quoting  approvingly  from  In  re  Debs^ 
168  U.  S.  664. 

Th^  case  at  bar  is  clearly  within  the  definitions  of  a 
[429]  civil  contempt  as  set  forth  in  these  controlling 
authorities.  It  was  instituted  by  a  petition  made  by  the 
Bucks  Stove  &  Kange  Company;  was  entitled  in  the  action 
which  had  resulted  in  the  order  and  decree  iriiich  the  p^i- 
tioner  claimed  the  defendants  Oompers,  Mitchell,  and  Mor- 
rison had  disobeyed;  asked  that  all  the  pleadings,  testimony, 
and  proceedings  in  the  action  be  deemed  incorporated  in 
the  petition  and  taken  and  relid  as  a  part  thereof;  prayed 
that  the  defendants  be  punished  tbr  a  violation  of  the  order 
and  decree  ahd  that  petitioner  should  have  such  other  and 
further  relief  as  the  nature  of  its  case  may  require.  The 
petition  was  presented  to  the  Supreme  Court,  sitting  as 
a  court  of  equity,  before  one  of  the  justices  thereof,  acting 
as  a  chancellor;  it  was  entitled  in  the  equity  cause  and 
marked  "In  Equity **;  it  was  conducted  from  its  begin- 
ning to  its  conclusion  a<;c6rding  to  equity  rul^;  all  the  tes- 
timony was  taken  before  examiners  as  in  chancery  practice; 
it  was  all  taken  down  m  writing  and  reported  to  the  court; 
there  was  never  all  opportunity  or  occasioh  to  eicdept  to  any 
ruling  of  the  cotirt  in  the  rejection  or  the  admission  of 
testimony;  the  hearing  was  had  xtpon  the  testimony  thus 
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reported,  I  aiid  it  was  upon  thiat  ieilimtoy*  that  iihe  decree 
/or  judgment  or  senteno^^was'baMd. 

•Tbe  ooarts  below  erred/  thei^lore,  in  holding  the  pro- 
ceeding to  be  6ne  for  the  presantation  of  a  crhninal  con- 
tempt j  and  hence  a  reversal  should  fodlow. 

The  Court  <if  Appeals  also  feU  into  error  in  refusing  to 
consider  thq  evidence  which  tiie  defendants  contend  shows 
\  that  there  was  no  yiolakion  6f  either  the  order  or  decree. 
The  reason  assigned  by  it  f6r  its  aJbtion>was  that  exceptions 
were  necessaly  to  bring  up*  the  record.  ^But  exceptions  are 
neither  necessary  nor  permissible  according  to  the  course 
and  practice  in  equity,  and,  as  we  have  seen,  this  was  a  pro- 
ceeding in  equity  and  conducted  according  to  its  rulea  from 
beginning  to  eUd  by  both  court  and  counsel.  Hence  a  re- 
reversal  id  required. 

[489 1  If  the  court  should  ccmclttde  that  it  is  neveithekss 
its  duty  to  examine  into  the  merits  to  see  whether  a  different 
result  would  have  been  required,  and  examination  be  made 
.  by  the  Oourt  of  Appeals,  we  urge*  thiat  the  vecoid  does  not 
disclose  a  violation^  of  either  the: order  or  decree  by  these 
defendants.  On  the  appeal  from  the  final  decree  in  the 
action  the  Court. of  Appeals  held  that  certain  provisions 
of  the*  decitoe  were  in  excess,  of  the  power  of  the  court 
because  it  deprived  the  defendants  >of  the  constitutional 
guarantees  of  freedom  of  the  press  and  of  speech,  and  modi- 
fied it  accordingly.  It  is  settled  in  this  court  that  in  a  case 
or  proceeding  within  its  jurisdiction  as  to  parties  and  sub- 
ject-matter, if  the  court  makes  an  order  in  excess  of  its 
power  it  is  void*  Ex  p^te  Bouolandj  104  U.  S.  604;  Ex 
parte  Harding^  120  U.  S,  782;  In  re  Ayrea,  128  U.  S.  248; 
Ex  parte  Terry ^  128  U.  S.  289. 

We  urge  'that  the;  provisions  the  court  held  to  be  void 
were  so  interwoven  with  the  >  valid  provisions  that  they 
cannot  be  separated  wM^hout  destroying  the  general  scheme 
and.  pui!pose  of  the  decree,' and  hence  that  the  eirtire  decree 
should  be  held  to  be  void. 

If,  however,  this  position  should  not  meet  wi(li  the  ap- 
proval of  the  I  court,  we  claim  that  the  conduct  of  the  de- 
fendants must  be. tested  l^y  the  decre^: as. modified  by  the 
.Court  pf  Appeals  a|id  npt  asi  mude  J^y .  the  (trial  court   Thus 
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a£^^ii$t  either  the  letter  or  sp^rjlt  of  the  decree.  .  It  is  true, 
that  the  name  of  the. Bucks  Stove, &  Bange  .Compiuiy  did., 
appear. in  the  ^'We  don't  patronize"  list  of  the  Americoo;!. 
Federationist  after  the  order  was  made  forbidding  it    But 
it  also  appears  that  this  ^as  before  the  date  when  the 
order  became  effective  by  its  very  terms.    Certainly  the  de- 
fendants cannot  be  held  to  have ,  violated  the  order  before 
it  became  operative.     Moreover^  it  should  be  noted  that 
never  after  the  order  went  into  effect  was  such  a  publica- 
tion  made.     None   of   the   other    pubUca[481]tions    and 
speeches  complained  of  offend  against  the  decree  as  modified  . 
by  the  Court  of  Appeala 

If  this  court  finds  otherwise,  the  decrees  of  contempt 
should  nevertheless  be  vacated  because  they  embrace  find- 
ings of  which  contempt  wasj  but  can  not  lawfully  be  predi- 
cated. It  cannot  be  said  that  the  learned  justice  did  not 
base  this  unusual  and  ei^cessive  punishment  in  part  upon 
these  findings,  for  he  says  necessarily  that  he  did  when 
he  presents  them  as  a  portion  of  the  foundation  of  his  sen- 
tence. 

Mr.  Daniel  Davenport  and  Mr,  J,  •/.  Darlington  for  re- 
spondent : 

The  willful  violation  of  an  injunction  by  a  party  to  a 
cause  is  a  contempt  of  court  constituting  a  specific  criminal 
offense.  Bulloch  v.  Westinghmise  Co.^  129  Fed.  Rep.  107; 
Ex  parte  Kearney^  7  Wheat.  38,  42 ;  New  Orleans  v.  Steam-, 
ship  Co.^  20  Wall.  387,  392 ;  Hayes  v.  Fischer,  102  U.  S.  121. 

The  proceeding  to  punish  for  a  contempt  is  in  its  nature 
a  criminal  proceeding,  whether  the  result  be  only  punish-, 
ment  of  the  party  for  the  insult. to  the  court,  or  whether 
a  part  of  the  punishment  is  by  way  of  a  fine  payable  to  the 
party  injured  as  compensation  for  the  damages  inflicted 
upon  him  by  the  contemptuous  act.  The  fact  that  the  pun- 
ishment operates  remedially  does  not  alter  the  nature  of 
the  proceeding.  Punishment  for  doing  an  act  forbidden 
by  the  injunction  is  entirely  different  from  punishment 
as  a  means  of  coercion  to  -compel  the  doing  of  something 
commanded.    The  latter  proceeding  is,  ;pfo^\j  speaking^ 
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one  for  a  eivil  contempt,  the  former  one  for  a  criminal  eon- 
tempt.  The  nature  of  the  ]f)roceeding  can  readily  be  deter- 
mined by  an  examination  of  the  charge  made.  If  it  is  for 
the  doing  of  an  act  forbidden,  it  is  clearly  a  criminal  pro- 
ceeding, and  not  one  for  a  civil  contempt.  It  is  perfectly 
apparent  from  the  allegations  of  [432}  the  complaint,  the 
answers  of  the  defendants,  and  the  punishment  the  court 
inflicted,  that  the  parties  concerned  all  regarded  the  pro- 
ceeding as  one  for  the  punishment  of  the  accused  for  doing 
what  they  were  commanded  not  to  do.  The  prayer  annexed 
to  the  complaint  was  that  they  be  punished  for  their  con- 
tempt. It  is  true  that  the  complainant  asked  for  such  fur- 
ther relief  as  the  court  might  allow  as  the  nature  of  its 
case  may  require.  Inasmuch  as  the  thing  Complained  of 
was  an  act  forbidden  to  be  done,  the  only  relief  possible 
was  a  fine  payable  to  it  as  a  part  of  the  punishment  for  the 
contempt.  Many  cases  sanctioned  by  this  court  approve 
of  such  joint  punishment.  In  re  Christensen  Engineering 
Co.j  194  U.  S.  458,  and  cases  cited. 

In  a  criminal  proceeding  to  punish  for  a  contempt  for 
the  violation  of  an  injunction,  no  particular  method  is  nec- 
essary to  be  pursued  in  bringing  the  matter  to  the  attention 
of  the  court.  Any  sworn  statement  setting  forth  the  facts 
is  sufficient  to  authorize  the  court  to  proceed  to  investigate 
the  charge.  A  rule  to  show  cause  why  he  should  not  be  pun- 
ished for  his  contempt  is  sufficient  to  bring  him  before 
the  court,  although  an  attachment  may  be  granted  in  the 
first  instance,  where  the  case  is  urgent  and  the  contempt 
flagrant.  The  trial  may  be  had  on  answers,  counter-affi- 
davits, or  some  other  form  of  pleading  presented  as  a  de- 
fense. The  defendant  must  be  given  opportunity  to  make 
explanation  or  defense.  The  court  may  adopt  such  mode 
of  trial  as  in  its  discretion  it  sees  fit,  in  order  to  determine 
the  fact  of  the  contempt,  provided  due  regard  is  had  to  the 
essential  rules  that  obtain  in  the  matter  of  contempts.  Par- 
ticular questions  or  issues,  upon  which  to  take  testimony, 
may  be  referred  to  a  referee,  master,  or  other  designated 
person.  The  accusations  must  be  supported  by  evidence 
sufficient  to  convince  the  mind  of  the  trier  beyond  a  reason- 
able doubt  of  the  actual  guilt  of  the  accused.    If  satisfied  of 
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the  guilt  of  the  [418]  aocused,  the  court  can  find  him  guilty 
and  inflict  the  punishment  eitiier  wholly  by  way  of  fine  or 
imiHrisonnient  for  the  public  ofiense,  or  partially  for  the 
benefit  of  the  complainant.  And  in  such  proceeding  it  is 
perfectly  proper  and  not  unusual  as  a  part  of  the  punish- 
ment to  award  his  costs  to  <he  complainant. 

The  record  in  this  case  shows  that  all  thess  requireoients 
of  the  law  were  duly  observed  and  the  rights  of  the  accused 
properly  safeguarded.  The  court  properly  found  the  ae- 
cosed  guilty  of  coirtempt  of  its  authority  and  sentenoed  than 
to  jftil.  Although  it  might  have  done  so  in  this  proceeding 
it  did  not,  however,  fine  the  defendants  as  a  part  of  the  pun-. 
ishment  a  sum  payable  to  the  complainant,  except  by  way  of 
costs* 

Although  the  cont^tipt  consists  in  a  violation  of  an  in* 
junction  granted  by  a  court  of  equity,  since  the  proceeding 
for  its  punishment  is  one  of  law,  review  can  be  had  only  by 
writ  of  error  and  not  by  appeal,  and,  as  in  other  law  cases,  a 
bill  of  exceptions  is  necessary  to  review  any  claimed  error 
not  otherwise  apparent  on  the  face  of  the  record.  OonU^ 
nentcA  Gin  Co.  v.  Murray,  162  Fed.  Rep.,  873. 
'  Since  there  is  no  bill  of  exceptions  here  this  court  is  eon- 
fined  therefore  to  a  review  of  the  sufficiency  of  the  aver-> 
ments  of  the  complaint,  the  answers,  and  the  judgment  of 
the  court  thereon.  It  <jan  not  undertake  to  determine  the 
fact  of  guilt  or  innocence,  nor  undertake  to  review  rulings  on 
questions  of  evidence.  But  it  can  properly  review  the  two 
questions  about  which  there  is  serious  ccmtroversy  here? 
Was  the  original  order  of  the  injunction  void  for  want  of 
authority  in  the  court  to  grant  the  injunction  which  was 
violated,  and  did  the  court  exceed  its  authority  in  punishing 
them  for  Its  violation) 

The  injunction  which  the  defendants  violated  was  valid. 
It  forbade  the  defendants  to  carry  on*  a  boycott  against  the 
complainant  by  any  means  whatever  and  partknlariy  > 
[484]  by  putting  ite  name  on  an  tmfair  list^  publisiiing  it^ae 
unfair,  sending  out  boycott  circulars,  ^>by  alnyaet  What* 
ever,  verbal  or  otherwise,  inciting  others '  to  >engage  in  oi» 
carry  it  on.  This  was  a  perfectly  legitimate  ex^!«i8e  of 
powd^  by 'the  oomrt,  frequtetly  laBeroisiMlfby'it,  feMOM^^ 
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bfiinnnrnnmB  jtrooedentSi-  Mld.iiioti  iQMfi£ttri|igj.m.t]|fe  l^iMtt 
with  {My  iegiliiniUle  use  ^£  spetcb  on  o£  Atei pcem 

ThatithQ  tx>ycott'  wai^iUegai^iiiJhft  .aitpei»)n  tbgeatonwli 
^ithi  irare^rahle  mjury  to:,his.ibv»}n0s&  or   property  by 
a'bbjoqtt).hras  the:  right  to.gQ  inU^a  {sourt  of  equity  fwr 
protection  from  it;,  that  the  court  has  the  right  aiMl  power < 
te».eii|oinii)tiie  prosecution  ol/the  boycott;  thai  the  court, 
ih  thus;  enioinifigi .the  boymtt»  can  enj/cfin  every  adt  that* 
may  b^)rtaanked;tO'in<»trryii»g  it  out,  includiiig  all  verbal; 
afld  :wriittHu  aQt$y  and  partimlarly  pirttin^  the  yicttm>  oo^i 
aa  aBlaic(l]8t,;8eiiding  out  h^^cott  notices  and  circtilflr%. 
makicg^is^eedMs  ior  the  purp4)6e  of  prosecuting  the  iboy^ 
c6tty  iOtc.,  for  without  this  power  :to .  prevmt'  suoh  publiea* 
tions  it  could  not  stop  the  boycott;  and  that  the  constitttr. 
tioDial:ri(^t'of  free  speech  rand  ^free  presadoes  not  ext^d 
to.  seoufe  immuniiy  to  .the  boyfotter  in  sudi  cases,  is  so 
well  settlbd  and .  declared,  by  th<»  <  coucts  as.  to  rendor  citar 
tions*  unnee^ssary. 

If  ihb«]ii(^unction  in  thiscase-jhad  beeB  erroneous,  it  would 
h4ve, been:  the  dutyi  of  thetaeeqsed  to  obey  it. and. for  thoi 
disobedience  they  woutd  have  been  properly  punished*    It 
is.ionljf  jvieid  injunctions  r  which  parkM  are.  at  liberty  to 
disobey^.  lAja.  injunction  eriToneous  but  not,  yoid.must  be  ap* 
scrupulously  ob^ed  laa  <Hie  j^i^tirely  valid.    There  is  not  the 
sUi^test  ground  j(on  .ec^itentionr  here,  that  this  injunctioa  was : 
void.    The  court  confessedly  had  jurisdiction  of  the  parties 
aad.ofi.the  subjecti-maUer  of  the  cause,  and  in  granting  the 
injusetieiij  it  exercised  its  ppwer  in .  c<mlormity  with  the 
well-settled  practiceiofefttit^  odvrta 

Theitcbiurt  .dkd'.noittexeeed  its  aathiairity  in  tbe  piwahr 
[i8&]  ment  it  inflicted^    It  was  not*  excessive^    /S«vm,  Jf^eU- 
tioner.  181  U.  S.  270 ;  United  States  v.  Si040ivih  95  f  etd.,  Bap«  * 
452,4*7..  V 

And;tbsMght  thiB  pnooeedingrwas  hegyin  at  theiinstaaoeiof ' 
tb^  Baete .  Companyi,  and  >/then  propeduce  thereafter '  was 
sueh  &a-|l^irecpni..^0W8'it  tot^ham  been,.. the  preeedeote- 
deady  9hpw  ibati  the  court  west  weU  within  its  authority 
in^proceeilHig  toinfliottthe  pjunwhrnent  it  did  in  vindioating'. 
ite.dig&atyji'*  It  walfta^procjosdingion  its  fao^Jookin^  tcuwetda^ 
nunishHieBt.  rtnlg^  TfiiiiiahBiinli i   ^^<"><>^ waa labfioliitinltf  notk*- 
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ing  inthe  case  which  could  suggest  to  the  court  ortheate- 
cuised^hiEtt  the  party  wa6  seeking  coercion  of  the  accused  into^ 
doing  something  which  they  had  been  commanded  to  do.    Tt'-^ 
cftn  only  be  by  a  forced  construction,  violating  the  pldin-» 
provisions  of  the  whole  record,  that  even  a  plausible  conten- 
tion* can  be  made  that  this  was  a  proceeding  for  a  civil  ccto^ 
tempt.    To  reach  such  a  conclusion  it  would  be  necessary*  to 
ignore  the  manifest' difference  between  punishing  the  ac- 
cused by  a  fine  payable  to  the  complainant  by  way  of  repara- 
tion for  the  violation  of  the  injunction,  and  fining  or  impris- 
oning him  to  compel  the  performance  of  an  act  he  had  been ' 
ordered  to  do. 

Mr.  Justice  Lamar,  after  making  the  foregoing  statement,' 
delivered  the  opinion  of  the  court. 

Hie  defendants,  Samuel  Gompers,  John  Mitchell,  and ' 
Frank  Morrison,  were  found  guilty  of  contempt  of  court  iti  • 
making  cdrtain  publications  prohibited  by  an  injunction 
from  the'Supreme  Court  of  the  District  of  Columbia.    They ' 
were  sentenced 'to  imprisonment  for  twelve,  nine,  and  siic 
months,  respectively,  and  this  proceeding  is  prosecuted  to 
reverse  that  judgment. 

The*  order' alleged  to  hiBive  been  violated  was  granted  in 
th^  equity  suit  of  the  ^^B'&eks  Stove  cfe  Range  O'ompany  v. 
[4M}  'The  American  Federation  of  Labor  and  others^^^  in 
which  the  court  issued  an  injunction  restraining  all  the 
defendiints  from  boycotting  th^  complainant,  or  frompiib- 
lishing  or  otherwise  making  any  statement  that  the  Bucks 
Stove  ft' Elange  Company  was,  or  had  been,  on  the  "Un-* 
fair'^  or  '*Wb  don*t  patronize"  lists.  Some  monthi^  later: 
the  complainant  filed  a  petition  in  the  cause,  alleging  that- 
tile  three  defendants  above  named,  parties  to  the  original 
cause,  in  contempt  of  court  and  in  vi^ation  of  its  order;' 
had' disob^ed' the  injunction  by  pnblibhing  statements 
wtikAi  either  I  di^'ectly  or  indirectify  called  attention  to  the 
f  Act  tbit  th^  Bueks  Stove  ft  Range  Cbrnpaiiy  was  on  the 
^^t^nfair^'  libt^  and  tblit  tliey  had  thiereby  continruedthe 
boyeotlr^hich'had'beeii  enjoined. 
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The  defendants  filed  separate  answers  under. oath,  and. 
each  denied:  (1)  That  they  had  been  in  contempt  or  disre- 
gard of  the  court's  orders;  (2)  that  the  statements  com-, 
plained  of  constituted  any  violation  of  the  order;  and,  on 
the  argument,  (3)  contended  that  if  the  publication  should 
be  construed  to  amount  to  a  violation  of  the  injunction  they 
could  not  be  punished  therefor,  because  the  court  must  not 
only  possess  jurisdiction  of  the  parties  and  the  subject  mat- 
ter, but  must  have  authority  to  render  the  particular  judg- 
ment. Insisting,  therefore,  that  the  court  could  not  abridge 
the  liberty  of  speech  or  freedom  of  the  press,  the  defend- 
ants claim  that  the  injunction  as  a  whole  was  a  nullity,  and 
that  no  contempt  proceeding  could  be  maintained  for  any 
disobedience  of  any  of  its  provisions,  general  or  special. 

If  this  last  proposition  were  sound  it  would  be  unneces- 
sary to  go  further  into  an  examination  of  the  case  or  to 
determine  whether  the  defendants  had  in  fact  disobeyed  the 
prohibitions  contained  in  the  injunction.  Ex  parte  Row- 
land^ 104  U.  S.  612.  But  we  will  not  enteir  upon  a  discussion 
of  the  constitutional  question  raised,  for  the  general  provi- 
sions of  the  injunction  did  not,  in  terms,  [iS7]  restrain  any 
fofm  of  publication.  The  defendants'  attack  on  th^s  part 
of  the  injunction  raises  no  question  as  to  an  abridgment  of 
free  speech,  but  involves  the  power  of  a  court  of  equity  to 
enjoin  the  defendants  from  continuing  a  boycott  which,  by 
words  and  signals,  printed  or  spoken,  cau^  or  threateoaed. 
irreparable  damage. 

Courts  differ  as  to  what  constitutes  a  boycott  that  may  be 
enjoined.  All  hold  that  th^re  must  be  a  conspiracy  caugani; 
irreparable  damage  to  the  business  or  property  of  the  com- 
plainant Some  hold  that  a  boycott  against  the  complain- 
ant, by  a  combination  of  persons  not  immediately  connected 
with  him  in  business,  can  be  restrained.  Oth^s  hold  that 
the  secondary  boycott  can  be  enjoined,  where  the  con^iracy 
ez^ds  not  only  to  injuring  the  ccu^plainant,  but  seconda- 
rily coerces  or  attempts  to  coerce  his  cust^MQers  to  refrain 
from  dealing  with  him  by  threats  that  unless  they  do  they 
themselves  will  be  boycotted.  Others  hold  that  no  boycott 
can  be  enjoined  unless  there  fti^e  acts  of  physical  violeaoe,  or 
intimidation  caused  by  threats  of  physical  violence. 
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But  whatever  the  requirement  of  the  particular  jurisdic- 
tion, as  to  the  conditions  on  which  the  injunction  ugainst  a 
boycott  may  issue;  whto  these  facts  exist,  the  stroi«  cur- 
rent of  Authority  is  that  the  publication  and  use  of  letters, 
circulars  and  printed  matter  may  constitute  a  means  wiiere- 
by  a  boycott  is  unlawfully  continued,  and  their  use  for  such 
purpose  may  amount  to  a  violation  of  the  order  of  injunc- 
tion. Reynolds  v.  DairiSy  198  Massachusetts,  800;  Sherry  v. 
Perkins^  147  Massachusetts,  212;  Godman  v.  Crockery  20B 
Massachusetts,  160;  Brown  v.  Jaoohs^  115  Georgia,  462,  481: 
Gray  v.  Council^  91  Minnesota,  171 ;  Lohse  Co.  r.  FueUe^  215 
Missouri,  421,  472;  Thomas  v.  Railroad  Co.^  e2  Fed.  Rep. 
803,  821 ;  Continental  Co.  v.  Board  of  Vnderwritersy  67  Fed. 
Rep.  310;  Beck  v.  Teamstera^  Union^  118  Michigan,  527; 
Ptdtt  Food  Co.  V.  Bird,  148  Michigan,  682;  Barr  v.  Essex, 
63  N.  J.  [488]  Eq.  102.  See  also  Ludwig  v.  Western  Union 
Telegraph  Co.,  216  U.  S.  166;  Bitterman  v.  L.  A  N.  R.  /?., 
207  U.  S.  206;  Board  of  Trade  v.  Chistie,  198  U.  S.  286; 
ScuUy  V.  Bird,  209  U.  S.  489. 

While  the  bill  in  this  case  alleged  that  complainant's  in- 
terstate business  was  restrained,  no  relief  was  asked  under 
the  provisions  of  the  Sherman  Anti-Trust  Act  But  if  the 
contention  be  sound  that  no  court  under  any  circumstances 
can  enjoin  a  boycott  if  spoken  words  or  printed  matter  were 
used  as  one  of  the  instrumentalities  by  which  it  was  made 
effective,  then  it  could  not  do  so,  even  if  interstate  commerce, 
was  restrained  by  means  of  a  blacklist,  boycott,  or  printed 
device  to  accomplish  its  purpose:  And  this,  too,  notwith- 
standing §  4  (act  of  July  2,  1890,  c.  647,  26  Stat.  209)  of 
that  act  provides,  that  where  such  commerce  is  unlawfully 
restrained  it  shall  be  the  duty  of  the  Attorney  General  to 
institute  proceedings  in  equity  to  prevent  and  enjoin  viola- 
tions of  the  statute. 

In  Loewe  v.  Lawlor,  208  U.  S.  274,  the  statute  was  held 
to  apply  to  any  unlawful  combination  resulting  in  restraii^ 
of  interstate  commerce.  In  that  case  the  damages  sued  for 
were  occasioned  by  acts  which,  among  other  things,  did 
include  the  circulation  of  advertisements.  But  the  prin^ 
ciple  announced  by  the  court  was  general.    It  covered  any 
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wheAbfiir  byiuniawinl  oombiiifttioDa  at  ct^kal^  or  unlawful 
combioatiooB  of  slabor;  aod.we  tbiok,also  wiiether  the  re- 
straint ibe  occasioned  by  unlawful  contracts,  trusts^  pooling 
arrangements,  blacklists,  boycotts,  coeancion,  threats,  intinii- 
dation,  and  whether  these,  be  nutde  effectiye,  in  whole  or 
in  part/ by  acts,  words,  or  printed  matter. 

The  court's  protective  and  restiraimng  powers  extend  to 
every  device  whereby  property  is  irreparably  damaged  or 
comsserce  is  iUegaUy  restrained.  To  hold  that  the  1439]  re- 
straint of*  trade  under  the  Sherman  Anti-Trust  Act,  or 
on  general  principles  of  law,,  could  be  enjoined,  but  that 
the  means  through  whidi  the  restraint  was  accomplished 
could  not  be  enjoined  would  be  to  render  the  law  impotent. 

Society,  itself  is  an.org^inissation  and  does  not  object  to 
organizations  for  social,  religious,  busineasy  and  all  legal 
purposes. .  The  law,  therefore,  recqgnizes:  the  right  of  work- 
ingmeurto  unite  and  to  inyite^  others  to  join  their  ranks, 
thereby  making  available  the  strcstgth)  influence,  and  power 
that  c(xne  from  such  association.  By  virtue  of  this  right, 
powerful  labor  imions  have  been  organized. 

But  the  very  fact  that  it  is  lawful  to  form  these  bodies, 
with  multitudes  of  members^  means  that  they  have  thereby 
acquired  ;a  vast  pt^er,  in  the  presence  of  which  the  indi- 
vidual may  be  helpless.  This  power,  when  unlawfully  used 
against  one,  cannot  be  met,  except  by  his  purchasing  peace 
at  the  cost  of  submitting  to  terms  which  involve  the  sacrifice 
of  righto  protected  by  the.  Coi^itution;  or  by  standing 
on  sudi*  rights  a^d  appeaUngr  to  the.  preventive  powers  of 
a  court -of  equity »  Whea  snch.  appeal  is  made  it  is  the.  duty 
of  government  to.  protect  the  one  against  the  many  as  well 
as  the  majity  agionstrthe  one. 

In  the  case  of  an  unlawful  conspiracy,  the  agreement  to. 
act  in  concert  when  the  signal  is  published,  gives  the  words 
^^  Unfair,''  ^^Wedont  patronise,"  or  similar  expreasi<ms, 
a  ioroe^Bot  inhering  in  the  words  themselves,  and  therefore 
exceeding  any  pomble  rigjht  of  .speech  which  a  single  indi- 
vidual might  have.  Under  ;s^ch.ci^umstaaces  they  become 
wbat  havebew  called  ^Werbal  lapts,"  and  as  mudi  subject. 
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tofimjimctiMi  adtheiuse  of  iiiiy  other  f oine  whevriby  property 
ifi  unlswfidl J  •  damege<L>  if^^hen  <  the  >iact8  id  such  cases 
warrant  it,  a  court  having  jurisdiction  of  the  fMirtias  and 
subject  matter  (has-  power  (to  grant  an  •  finjnnolicii. 

Passing  then  to  thercotiBidMnKtion.of:  the  question  as  to 
whether  the  defendants  kiisob^ed  the-mjuncrlion  and  were 
[4MJ  therefore 'ginlty  of  oontemptv^^e  are  met  with  the 
objeotion  that  for  want  of  a  bill  of  >  exeeptietis  we  must 
treat  the  decree  as.  ebndhifli've  as  ^to  the  fact  of  (disobedience, 
and  can  only  examine  the  petition  and  the  fibnding  to  deter- 
mine whether  -obe  ^hsi*ges>  andf  the  other  finds  laets  which 
constitute  a  eoAtempt>  of  oourt  ^This  view  'was  adopted 
by  themajcmty  of  ihe^Oourt  of 'AppeaLsywhiKiSi' treated  this 
as  a  criminal  proceeding/ refused  to  examine  tho'testimciaiy 
add  affirmed  the  judgment  in. analogy,  to  .the  rule  tiiat  ait»a 
general  verdict  of  guilty  upon  an  indvetment  oontoining 
several  counts,  some  of  which  were  bad,  the  conviction  wouid 
not  be  reversed  if  there  was  one'good  eoimt  warranting- ike 
judgment. 

>That  rule  originated  in  eases  where  the  finding  of  guilt 
was  by  the  jury  while  the  sentence  Was  by  tho  judge*  >  In 
such  cases  the  presumption  iis  that  the.  judge  ignored>the 
finding  of  the  jury  On  the^  bad  counts  and  sentenced  oMly 
tm  those  whidi  were  sufficient  to -sustain  the  oonvictioh. 

>  But  there  is  no  room  for  such  presumption  here.  The 
trial  judge  made  no  general  finding  that  the  defendants 
were  guilty.  But  in  one  decree  he  adjudged  that  each  de- 
fendant was  respectively  guilty  of  the  nine  independent 
acts  set  out  in  separate  paragraphs  of  the  petition.  Having 
found  that  each  was  guilty*  of  theto  separate  aets  he  con- 
solidated the  sentence  without  indicating  how  much  of 
the  punidunent  was  imposed : for  the  idisobeddenoe  in^  any 
particular  instance.  We  can  not  suppose  that  he  found 
the  defendants  guilty  of  an  aet  charged  unless!  he  tcmsid- 
ered  that  it  amounted  to  a  violation  of  the  inj^nctioti.  Nor 
can  we  suppose  that  having  found  them  guilty  of  :these  miie 
specific  acts  he  did  not  impose  some  punishment  >f or  each. 
Instead,  therefore,  of  affirming  the  judgment?  if  <ithere:  is 
.<mf  goodttount^  it  (diould  boTeversed  if  it  ahouM'appQttr.tfakit 
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the  defendants  have  been  sentenced  on  aay  count  which,  in 
law  or  in  fact,  did  not  constitute  a  disobedience  of  the 
injiincti(m. 

[441]  But  in  making  such  investigation  it  is  again  in- 
sisted that  this  is  a  proceeding  at  law  for  criminal  oont^npt^ 
where  the  findings  of  fact  by  the  trial  judge  must  be  treated 
as  conclusire,  and  that  our  investigation  must  be  limited 
solely  to  the  question  whether^  as  a  matter  of  law,  the  acts 
of  alleged  disobedience  set  out  in  the  finding  constitute  con- 
tempt of  court 

This  contiention,  on  the  part  of  the  Bucks  Stove  &  Range 
Company,  prevents  a  consideration  of  the  case  on  its  merits, 
and  makes  it  necessary  to  enter  into  a  discussion  of  ques- 
tions more  or  less  technical,  as  to  whether  this  was  a  pro- 
ceeding in  equity  or  at  law.  Where  results  so  controlling 
depend  upon  proper  classification,  it  becomes  necessary  care- 
fully to  consider  whether  this  was  a  case  at  law  for  6rimina\ 
contempt,  whens  the  evidence  could  not  be  examined  for  want 
of  a  bill  of  exceptions;  or  a  case  in  equity  for  civil  contempt, 
where  the  whole  record  may  be  ^camined  on  appeal  and  a 
proper  decree  entered. 

C<mtempts  are  neither  wholly  civil  nor  altogether  criminal. 
And  ^^  it  may  not  always  be  easy  to  classify  a  particular  act 
as 'belonging  to  either  one  of  these  two  classes.  It  may  par- 
take of  the  characteristics  of  both."  Beasette  v.  iJonhey^  194 
U.  S.  329.  But  in  either  event,  and  whether  the  proceedings 
be  civil  or  criminal,  there  must  be  an  allegation  that  in  con- 
tempt of  court  the  defendant  has  disobeyed  the  order  and 
a  prayer  that  he  be  attached  and  punished  therefor.  It  is 
not  the  fact  of  punishment  but  rather  its  character  and 
purpose  that  often  serve  to  distingui^  between  the  two 
classes  of  cases.  If  it  is  for  civil  contempt  the  ipunishment 
is  remedial  and  for  the  benefit  of  the  complainant.  But  if 
it  is  for  criminal  contempt  the  sentence  is  punitive,  to  vindi- 
'■  cate  the  authority  of  the  court.  It  is  true  that  punishment 
by  imprisonment  may  be  remedial  as  well  as  punitive,  and 
many  civil  contempt  proceedings  have  resulted  not  only  in 
the  imposition  of  a  fine,  payable  to  the  complainant,  but  ako 
[442]  in  committing  the  defendant  to  prison.    But  impris- 
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(mtoeat  for  civil  contempt  is  ordered  where  the  defendant 
has  refused  to  do  an  affirmative  act  required  by  the  provi- 
sicms  of  an  order  which,  either  in  form  or  substance,  was 
mandatory  in  its  character.  Imprisonment  in  such  cases  is 
not  inflicted  as  a  punishment,  but  is  intended  to  be  remedial 
by  coercing  the  defendant  to  do  what  he  luud  refused  to  do. 
The  decree  in  such  cases  is  that  the  defendant  stand  com- 
mitted unless  and  until  he  performs  the  affirmative  act  re- 
quired by  the  court's  order. 

For  example:  If  a  defendant  should  refuse  to  pay  ali- 
mony, or  to  surrender  property  ordered  to  be  turned  over 
to  a  receiver,  or  to  make  a  conveyance  required  by  a  decree 
for  specific  performance,  he  could  be  committed  tintil  he 
complied  with  the  order.  Unless  these  were  special  ekments 
of  contumacy,  the  refusal  to  pay  or  to  comply  with  the 
order  is  treated  as  being  rather  in  resistance  to  the  opposite 
party  than  in  contempt  of  the  court  The  order  for  im- 
prisonment in  this  class  of  cases,  therefore,  is  not  to  vindi- 
cate the  authority  of  the  law,  but  is  remedial  and  is  intended 
to  coerce  the  defendant  to  do  the  thing  required  by  the  order 
•  for  the  benefit  of  the  complainant  If  imprisoned,  as  aptly 
said  in  In  re  Nevitt,  117  Fed.  Bep.  451,  ^^  he  carries  the  keys 
of  his  prison  in  his  own  pocket.'^  He  can  end  the  sentence 
and  discharge  himself  at  any  moment  by  doing  what^e 
had  previously  refused  to  do« 

On  the  other  hand,  if  the  defendant  does  that  which  he 
has  been  commanded  not  to  do,  the  disobedience  is  a  thing 
accomplished.  Imprisonment  cannot  undo  or  remedy  what 
has  been  done  nor  afford  any  compensation  for  the  pecun- 
iary injury  caused  by  the  disobedience.  If  the  sentence  is 
limited  to  imprisonment  for  a  definite  period,  the  defendant 
Sb  furnished  no  key,  and  he  cannot  shorten  the  term  by 
promising  not  to  repeat  the  offense.  Such  imprisonment 
operates^  not  as  a  remedy  coercive  in  its  f^']  nature,  but 
solely  as  punishment-  for  the  completed  act  of  disobedience. 
\  It  is  true  that  either  form  of  imprisonement  has  also  an 
incidental  effect  For  if  the  case  is  civil  and  the  punishmeikt 
is  purely  remedial,  there  is  also  a  vindication  of  the  court's 
-aatfam^.    On  the  other  hand,  if  the  proceeding  is  for 
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oriminal  contempt  aiid  the  impiisomneot  is  solely  piudtiYe, 
to  vindioate  the  authority  of  the  law,  the  complainant  may 
also  derive  some  ineidental  benefit  from  the  fact  that  such 
;  punidiment  tendB  to  preveat  a  re{)«titioii  of  the  disobedience. 
'  But  such  iadireict  consequences  will  not  change  imprison- 
ment which  is  merely  coerciTe  and  remedial,  into  that  which 
is  soltoly  punitive  in  chantoter^  or  vice  versa. 

Theiact  that  the  purpose  of  the  punishment  could  be 
examined  with  a  view  to  determining  whether  it  was  ctyil 
or  oriininal,  is  reooignized  in  Doyle  y.  London  (jhiar<mtee 
Co.^  204r  U.  S.  M9j  605,  607,  wheie  it  was  said  that  "  While 
it  is  time  that  the  fine  imposed  is  not  made,  payable  to  the 
opposite .  party,  compliance  with  the  order  retieves  from 
payment^  and  in  that  event  there  is  no  final  judgmei^  of 
either  fine  or  impinsonment.  *  *  *  The  proceeding  is 
against «  party,  the  compliance  with  the  order  avoids  the 
punishment,  and  there  is  nothilig  in  the  nature  of  a  crimi- 
nal suit  or  judgment  imposed  for  public  purposes  upon  a 
(defendant  in  a  criminal  proceeding/'  Bessette  v.  Conheyy 
194  U.I6.  828;  In  re  Nemtt,  117  Fed.  Kep.  448;  HovHxrd  v. 
DuroMy^  Georgia,  369;  PAeZKp*  v.  Welch,  11  Nevada,  187. 

The  distinction  between  refusing  to  do  an  act  com- 
manded-^Hremedied  by  imprisonment  until  the  party  per- 
ferms  the  required'  act— ^uid  doing  an  act  forbidden,  pun- 
ished by  imprisonment  for  a-  definite  term,  is  sound  in 
principle,  and  generally,  if  not  tuniversally,  affords  a  test 
by  which  to  determine  the  chasaeter  of  the  punishment 

In  tbis  case  the  alleged  contempt  did  not  consist  in  itke 
defendant's  refusing  to  do  any  affinmative  act  required 
[444],  but  rather  in  doing  that  wMdi  had  been,  prohihitad. 
The  only  possible  remedial  relief  for  sueh  dkobedieade 
would>hav^  been  to  impose  a  fine  for  the  use  of  leamplainaBl;, 
measured  in  some  degree  by  the  pecuniary  injiiry  caused 
by  the  act  of  disobedience.  Rapaije  on  Contenpt,  .§§  ISL- 
134;  WeUs  v.  Oregon  Co.,  19. I^ed.  Bep.  20;  /n  m  if orM 
Bloomfieid  Oo.,  27  Fed.iBep,  796;  SMn  v.  faffmiyj  70 
Fed.  Rep.  483. 

But  when  the  court  found  that  the' detiendants  had':doiie 
'wfaat  tile. injunction  prohibited,! and  tfaereupon/^aBntenoad 
th^n  to  jail  for  fixed  terms  of  six,  nine,  and  twelve  months, 
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no  relief  idiaterer  was  granted  to  the  complainant,  and  the 
Bucks  Stove  &  Range  Company  took  nothing  by  that  decree. 

If  then,  as  the  Court  of  Appeals  correctly  held,  the  sen- 
tenee  wa$  wholly  punitive,  it  could  have  been  properly  im- 
posed only  in  a  proceeding  instituted  and  tried  as  for  crimi- 
nal contempt  The  question  as  to  the  chaTacter  of  such  pro- 
ceedings has  generally  been  raised,  in  the  appellate  court,  to 
determine  whether  the  case  could  be  reviewed  by  writ  of 
error  or  on  appeal.  Bessette  v.  Oankej/,  194  XT.  9.  d24.  But 
it  may  involve  mudi  more  than  mere  matters  of  practice. 
For,  notwithstanding  the  many  elements  of  similarity  in 
procedure  and  in  punishment,  there  are  some  differences  be- 
tween the  two  classes  of  proceedings  which  involve  substan- 
tial rights  and  constitutional  privil^Dies.  Without  deciding 
what  may  be  the  rule  in  civil  contempt,  it  is  oertatn  that  in 
proceedings  for  criminal  contempt  the  defendant  is  pre- 
sumed to  be  innocent,  he  must  be  proved  to  be  guilty  beyoiHl 
a  reasonable  doubt,  and  cannot  be  compdled  to  testify 
against  himself.  Boyd  v.  United  States^  116  U.  S.  616; 
United  States  v.  Jose,  6S  Fed.  Rep.  961;  State  v.  Davis^  50 
W.  Va.  100;  Kmg  v.  Ohio  By.,  7  Bias.  629;  Sdbm  v.  Fo- 
garty,  70  Fed.  Rep^  482,  483;  Drnkeferd  v.  Adams,  98 
Georgia,  724. 

There  is  another  important  difference.  Proceedings  for 
[44S]  civil  contempt  are  betweoi  the  original  parties  and 
are  instituted  and  tried  as  a  part  of  the  main  cause.  But  on 
tiie  other  hand,  proceedmgs  at  law  for  criminal  contemq[it 
are  between  the  public  and  the  defendant,  and  are  not  a 
part  of  the  original  cause.  The  Court  of  Appeals  recognis- 
ing this  difference  held  that  this  was  not  a  part  of  the  equity 
cause  of  the  Bucks  Stave  <6  Range  OamqHmg  v.  The  Amer- 
iean  Federation  of  Labor  et  al.^  and  said  that:  '^The  order 
finding  the  defendants  guilty  of  contempt  was  not  an  inter- 
locutory order  in  the  injunction  proceedings.  It  was  in  a 
separate  action,  one  pera<mal  to  the  defendants^  with  the 
defendants  on  one  side  and  the  court  vindicating  ite  author- 
ity on  the  other." 

In  this  view  we  can  not  concur.    We  find  nothing  in  the 
leoord  indicating  that  this  was  a  proceeding  with  the  oourt, 
or,  more  properly,  the  Government,  on  one  tide  and  the 
96826*— TOL  4—17 GO 
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^dfilmim^  ^»ol  tihie  othfr.  Oa  Um  oontrafjr,  the  iocxiiftmi>t 
{HTOCMiuigs  ¥i9Ke  inatitutod,  entitled)  tried,  and  up  to  tbe 
iinamfiiit  of  centenoe- treated  as  a  part  of  the  origi&al  cause 
in  equity.  The  Bueks. Stove  &  Binge  CompaDy  was  iMi 
only,  the  noioinal  but  the  actual  party  en  the  one  aide,  ;wi*ii 
the  defendant  on  the  other.  The  Buoks  Store  Gomptfiy 
^aQtedthsough^t  as  cooiplainaot  m  charge  of  ibe  litagBtion. 
<  Aameh^and  thsough  lAs  counsel,  actkig  m  its  name,  it  made 
lOonsenta,  wiiiMer8,imd  at^ulations  only  pnoper  on^the  theory 
'^at  iifcfwas  proceeding  in  its  own  ri^  in  an  equity  eauae, 
.  And  not  as  a  represNijIative  oi  the  United  StaJtes^  prosecuting 
a  caea  of  ctilninal  contempt.  It  appears  here  aiao  as  the  sole 
party  in  opposition  to  the  defendants;  and  its  eotinael,  in 
jils.nailieyfa«fTe  filed  briefs  and  made  arguments  in  this  court 
iiiifaVoringiaffirmanee.of  the  judgment  of  the  ooart  below. 

But,  as  the  Court  of  Appeals  distinctly  held  that  this  was 
;n9t.  a  pant  of  the  .equity  cause,  it  will  be  proper  to  set  out  in 
flome.detail  tfte  &ot6  on  this  subject  as  thfgr  appear  an  the 
record. 

[446^]  In  the  first  place  the  petition  was  not  entitled 
^^  United  States  y.  Samuel  Gompera^  et  sZ.''  or  ^  In  re  Summei 
Gompars^  et  aLj^  as  would  have  been  proper,  and  according 
to  some  decisions  necessary,  if  the  proceedings  had  been 
aii  Iaw  for  criminal  contempt.  This  is  not  a. mere  matter 
iof  form,  for  manifestiy  every  citiaen,  howevet  unlearned 
in  the  law,  by  a  mere  inspection  oi  the  papers  in  contempt 
prooeedingB  oug^t  to  be  able  to  aae  whether  it  was  tnstituiled 
for  prirate  litigation  or  for  phblic  prosecution,  wfaettw  it 
sought  to  beqieflt  the  complainant  or  vindicate  itfae  eonct's 
authority.  He  should  not  be  left  -in  dbufat  as  to  whether 
relief  or  punishment  was  the  object  in  view.  He  is  not  ooly 
entiAled  to  be^informedof  the  nature  of  the  charge  against 
him,  but  to  Imow  that  at  is  a  cfaaigis  and  notaisuit.  Uniied 
iStatee  v.  Cruikihanh^  0B  U«  .8.  642,  S6». 

ilnasmufih,  'there&rev  as  proceedings  for  civil  contempt 

-am  A  part  of  the  original  cause,,  the  twmg^t  of  •  authortfy  is 

to  the  effect  that  they  should  be  entitled  thenein.  '  But  tinb 

practice  has  hifthcArto  been  so  unsettled  »in  this  respectMfhat 

.we  40  not  now  tmat  it  as  controlling,  but  oniy  as>a'iaat 
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to  be  considered  aloxig  with  others  as  'was  done  in  Warden  v. 
SearUy  121  U.  S.  25,  in  determining  a  similar  question. 
Thus  considering  it  we  find  that  the  petition  instituting 
the  contempt  proceeding  was  entitled  in  the  main  cause 
"  Bucks  Stave  <&  Range  Company^  plakUi^ff^  v-  The  Ameri- 
can Federation  of  Labar^  et  al.^  defendants^  No.  £7^06^ 
Equity ^'^  and  that  the  answers  of  the  defendants,  every  re- 
port by  the  examiner  in  chancery,  every  d^osition,  motion 
and  stipulation,  every  order — including  the  final  decree  ani 
the  amended  decree,  were  all  uniformly  entitled  in  the  equity 
cauae.  Not  only  the  pleadings  in  the  original  cause  but  all 
the  testimony,  oral  and  written,  was,  by  reference  in  the 
petition,  made  a  part  of  the  contempt  proceedings.  The 
trial  judge  quoted  largely  from  this  ^oral  t^timony  thus 
introduced  in  bulk,  and  the  severity  [447]  and  character 
of  the  sentence  indicate  that  he  wjis  largely  influenced  by 
this,  evidence  which  disclosed  the  great  damage  done  to 
the  complainant's  business  by  the  boycott  before  theinjunc- 
tion  issued. 

It  is  argued  the  defendants'  answens  concluded  with  a 
statement  that  as  questions  of  criminal  and  quasi-criminal 
intent  were  involved,  a  jury  was  better  qualified  to  pass  on 
the  issues  than  a  judge^  and  in  the  event  he  .should  be  of 
opinion  that  the  charges  had  not  been  sworn  away,  they 
moved  that  issues  of  fact  should  be  framed  and  submitted 
to  a  jury.  Such  a  motion  was.  no^  imx^nsistent  with  the 
theory  that  this  was  a  proceeding  for  civil  contempt  in 
equity,  but  was  in  strict  accord  with  the  practice  under 
which  questions  of  fact  may  be  referred  by  the  chancellOT 
to  a  jury  for  determination. 

In  proceedings  for  civil  contempt  the  complainant,  if  suc- 
cessful, is  entitled  to  costs.  Bapalje  on  Cpntempt,  §  132. 
And  evidently  on  the  theory  that  this  was  a  civil  proceed- 
ing and  to  be  governed  by  the  rules  applicable  to  an  equity 
cause,  the  Bucks  Stove  &  Sange  Company  movjecjl  tbe  court 
to  amend  the  decree  so  a^  ito  award  to  it  ^^  its  costs.''  .  Aftter 
argument  by  solicitors  for  both  parties,  the  motiw  was 
granted,  and  the  court  adjudged  that  the  complainant  do 
recover  against  the  defendants  its  costS;  in  said  contempt 
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proceeding.  This  ruling  was  no  doubt  correct,  as  this  was 
a  civil  case,  but  could  not  have  been  granted  in  a  proceeding 
for  criminal  contempt,  where  costs  are  not  usually  imposed 
in  addition  to  the  imprisonment.  Where  they  are  awarded 
they  go  to  the  Government,  for  the  use  of  its  officers,  as  held 
by  Justice  Miller,  on  circuit.  DurarU  v.  Washington  Catmty^ 
4  Woolw.  297. 

In  another  most  important  particular  the  parties  clearly 
indicated  that  they  regarded  this  as  a  civil  proceeding.  The 
complainant  made  each  of  the  defendants  a  witness  for  the 
company,  and,  as  such,  each  was  required  to  tes  [448]  tify 
against  himself — ^a  thing  that  most  likely  would  not  have 
been  done,  or  suffered,  if  either  party  had  regarded  this  as  a 
proceeding  at  law  for  criminal  contempt — ^because  the  pro- 
vision of  the  Constitution  that "  no  person  shall  be  compelled 
iii  any  criminal  case  to  be  a  witness  against  himself"  is 
applicable,  not  only  to  crimes,  but  also  to  quasi-criminal  and 
penal  proceedings.    Boyd  v.  United  States^  116  TJ.  S.  616. 

Both  on  account  of  the  distinct  ruling  to  the  contrary 
by  the  Court  of  Appeals,  and  the  importance  of  the  re- 
sults flowing  from  a  proper  classification,  we  have  with 
some  detail  discussed  the  facts  appearing  in  the  record, 
showing  that  both  parties  treated  this  as  a  proceeding  which 
was  a  part  of  the  original  equity  cause.  Tn  case  of  doubt 
this  might  of  itself  justify  a  determination  of  the  ques- 
tion in  accordance  with  the  mutual  understanding  of  the 
parties,  and  the  procedure  adopted  by  them.  But  there  is 
another  and  controlling  fact,  found  in  the  brief  but  suffi- 
cient prayer,  with  which  the  petition  concludes.  We  have 
already  shown  that  in  both  classes  of  cases  there  must  be 
allegation  and  proof  that  the  defendant  was  guilty  of  con- 
tempt, and  a  prayer  that  he  be  punished.  The  classifica- 
tion then  depends  upon  the  question  as  to  whether  the  pun- 
ishment is  punitive,  in  vindication  of  the  court's  authority, 
or  whether  it  is  remedial  by  way  of  a  coercive  imprisonment, 
or  a  compensatory  fine  payable  to  the  complainant.  Bear- 
ing these  distinctions  in  mind,  the  prayer  of  the  petition  is 
significant  and  determinative.  After  setting  out  in  detail 
Uie  acts  of  alleged  disobedience,  the  petition  closes  with  the 
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following  prayers:  (1)  ^^That  the  defendants  show  cause 
why  they  should  not  be  adjudged  in  contempt  of  court  and 
be  punished  for  the  same,"  and  (2)  ^'tiliat  petitioner  may 
have  such  other  and  further  relief  as  the  nature  of  its  case 
may  require." 

"  Its  case  " — ^not  the  Government's  case.  "  That  petitioner 
may  have  relief  " — ^not  that  the  court's  authority  [449]  may. 
be  vindicated.  The  Bucks  Stove  &  Range  Company  was 
not  asserting  the  rights  of  the  public,  but  seelpng  '^such 
other  and  further  relief  as  the  nature  of  its  case  may  re- . 
quire."  If  it  had  asked  that  the  defendptnts  be  forced  to 
pay  a  jGne  to  the  Government,  or  be  punished  by  confinement 
in  jail,  there  could  have  been  no  doubt  that  punishment 
pure  and  simple  was  sought. 

On  the  other  hand,  if  it  bad  prayed  that  the  court  impose 
a  fine  payable  to  the  Bucks  Stove  &  Range  Company,  the 
language  would  have  left  no  doubt  that  remedial  punifidi- 
ment  was  sought  It  is  not  different  in  principle  if,  instead 
of  praying  specifically  for  a  fine  payable  to  itself,  it  asks 
generally  for  ^^  such  relief  as  the  nature  of  its  case  may  re- 
quire." In  either  event  such  a  prayer  was  appropriate 
to  a  civil  proceeding,  and  under  it  the  court  could  have 
granted  that  form  of  relief  to  which  the  petitioner  was 
entitled.  But  as  the  act  of  disobedience  consisted  not  in 
refusing  to  do  what  had  been  ordered,  but  in  doing  what  had 
been  prohibited  by  the  injunction,  there  could  be  no  coercive 
imprisonment,  and  therefore  the  only  relief,  if  any,  which 
^'  the  nature  of  petitioner's  case  "  admitted,  was  the  imposi- 
tion of  a  fine  payable  to  the  Bucks  Stove  &  Range  Company. 

There  was  therefore  a  departure — ^a  variance  between  thei 
procedure  adopted  and  th^  punishment  imposed,  when,  in 
answer  to  a  prayer  for  remedial  relief,  in  the  equity  caus^ 
the  court  imposed  a  punitive  sentence  appropriate  only  to 
a  proceeding  at  law  for  criminal  contempt.  The  result  was 
as  fundamentally  erroneous  as  if  in  an  action  of  ^A.  v.  B,., 
for  assault  and  battery,"  the  judgment  entered  had  been 
that  the  defendant  be  confined  in  prison  for  twelve  months* 

If  then  this  sentence .  for  crimiUjal  contempt  was  errox^- 
ously  entered  in  a  proceeding  which  was  a  part  of  the 
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equity  cause,  it  wcmid  be  neeessarj  to  set  aside  the  order 
of  imprisonment,  examine  the  testimony  and  thereupon 
[460]  make  such  decree  as  was  pit)per,  according  to  the 
practice  in  equity  causes  on  appeal.  And,  if  upon  the  ex- 
amination of  the  record  it  should  appear  that  the  defendants 
Were  in  fact  and  in  law  guilty  of  the  contempt  charged, 
there  could  be  no  more  important  duty  than  to  render  sueh 
a  decree  as  would  serve  to  vindicate  the  jurisdiction  and 
authority  of  courts-  to  enforce  orders  and  to  punish  acts  of 
disobedience.  For  while  it  is  ^aringly  to  be  used,  yet  the 
power  of  courts  to  punish  for  contempts,  is  a  necessary 
and  integral  part  of  the  independence  of  the  judiciary, 
and  is  absohitely  essential  tx)  the  performance  of  the  duties 
imposed  on  them  by  law.  Without  it  they  are  mere  boards 
of  arbitreition  whose  judgments  and  decreed  would  be  only 
advisory. 

If  a  party  can  make  himself  a  judge  of  the  validity  of 
orders  which  have  been  issued,  and  by  his  own  act  of  disobe- 
dience set  them  aside,  then  are  the  courts  impotent,  and  what 
the  Constitution  now  fittingly  calls  the  **  judicial  power  of 
the  United  States  "  would  be  a  mere  mockery. 

This  power  "  has  been  uniformly  held  to  be  necessary  to 
the  protection  of  the  court  from  insults  and  oppressions 
while  in  the  ordinary  exercise  of  its  duties,  and  to  enable 
it  to  ^iforce  its  judgments  and  orders  necessary  to  the  due 
administration  of  law  and  the  protection  of  the  rights  of 
suitors."    Bessette  v.  Conkey,  194  XJ.  S.  894,  333. 

Tliere  has  been  general  recognition  of  the  fact  that  the 
courts  are  clothed  with  this*  power  and  must  be  autiiorized 
to  exercise  it  without  referring  the  issues  of  fact  or  law  to 
another  tribunal  or  to  a  jury  in  the  same  tribunal.  For  if 
there  was  no  such  authority  in  the  first  instance  there  would 
be  no  power  to  enforce  its  orders  if  they  were  disregarded  in 
such  independent  inrestigation.  Without  authority  to  act 
promptly  and  independently  the  courts  could  not  administer 
public  justice  or  enforce  the  rights  of-  private  litigants. 
Bessette  v.  Conkey,  194  U.  S.  38T. 

Congress,  in  recognition  of  the  necessity  of  the  case,  has 
[4ra]  aldotteclared  (Rer.  St^,  §  725)  thM  ttle'oouits  of  the 
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0iiited  States  ^  shall  Have  power  t<y  f^nrteh  lyf  6m  <Mf'  im- 
prisonmekitr  contempts  of  their  aw^ihOrity  ♦  ♦  ♦?»  \A^ 
chiding  ^  disobedience  ♦  *  ♦  by  aAy  i<arty  ttt  •  ahy  \b,ir^ 
ful  order  *  ♦  *  of  the  said  coortb.**  B«t  the  Twy 
amplitude  of  the  powei^  isf  ar  waniing  to  nite  it  w4th  discre- 
tion, and  a  comma'nd  never  to  ex^rt  it  whei^  it  is*  not  neces- 
sary or  proper.  Fot  <2kat<readOn  we  can  proceed  nd'fnrtiher 
in  this  case,  because  it  is  botb  unnecessary  and  improper  to 
make  any  decree  in  this  contempt  proceeding. 

For  on  the  hearing  of  the  appeal  and  cross  appeal  in  the 
original  cause  in  which  tfae-injtmction  was  issued,  it  ap- 
peared from  the  statement  of  counsel  in  open  court  that 
there  had  been  at  complete  settlement  of  all  matters  involved 
in  t)ie  cas^  of  Buck^  Stove  dk  Jiangs  Company  v..  The  AfMr- 
ican  Federation  of  Labor  et  al.  This  court  therefore, de- 
clined to  further  consider  the  case,  which  had  become  moot, 
and  those  two  appeals  were'  dismissed.  219  XJ.  S.  581. 
When  the  main  case  was  settled,  every*  proceeding  which 
was  dependent  on  it,  or  a  part  of  it,  was  also  necessarily  set- 
tled— of  course  without' prejildiee  to  the  power  and  right  of 
the  court  to  punish  for  cont^npt^by  proper  prooeedings. 
Worden  v.  Searh,  121  IT.  S.  27.  If  this  had  been  a  sepa- 
rate and  independent  proceeditig  at  law  fbr  criniinal  con- 
tempt, to  vindicate  the  authority  of  the  court,  with  tHe  pub- 
lic on  one  side  and  the  defendants  on  the  other,  it  could  nOt, 
in  any  way,  have  been  affected  by  any  settlement  which  the 
panties  to  the  equity  cause  made  in  tiieir  private  litigation. 

But.  as  we  have  shdwn,  this  Was  a  proceeding  in  eqciity 
for  civil  contempt  where  the  only  remedial  relief  possible 
was  a  fine  payable  to  the  complainant.  Tbie  company  prayed 
''  for  such  relief  as  the  nature  of  its  case  may  require,"  and 
when  the  main  cause  was  termifliated  by  a  settlement  of  all 
differences  between  the  parties,  the  complainant  did  not  re- 
quire and  was  not  entitled  to  any  [48S]  6omp€fnsation  or 
relief  of  any  other  character.  The  present  proceeding  nec- 
essarily ended  with  the  settlement  of  the  main  cause  of 
which  it  is  a  part.  Beaeette  v.  Cank^y  194  U.  S.  328,  888; 
Worden  v.  Searls,  121  U.  S.  27;  State  v.  Nathans,  49  S.  Car. 
207.  The  criminal  sentences  imposed  in  the  civil  case,  there- 
fore, should  be  set  aside. 
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TIm  }QdgHi0Dt  of  the  Court  of  Appeals  is  reT^eed,  and 
the  case  remanded  with  directions  to  reverse  the  juds^ent 
of  the  Supr^ne  Court  of  the  District  of  Columbia  and  re- 
mand the  caae  to  that  court  with  direction  that  the  con- 
teimpt  proceedings  instituted  by  the  Bucks  Stove  &  Bangs 
Company  be  difivnissed,  but  without  porejudice  to  the  power 
and.  right  of  the  Supreme  Court  of  the  District  of  Columbia 
to  punish  by  a  proper  proceedii:^,  contempt,  if  auy,  com- 
mitted against  it. 

Beversed. 


GOMPERS  V.  UNITED  STATES.- 

ERROR  TO,  APFEAL  FROM  AND  OK   PETTriOK   FOR  CERTIORABI  TO 
THE  COURT  OF  APPEALS  OF  THE  DISTRICT  OF  COLUMBIA. 

Nos;  640,  574.  Argued  January  7,  8,  1914;  restored  to  docket  for 
reargument  April  S,  1914;  reargued  April  20,  21,  1914.— Decided 
May  11, 1914. 

[288  U.  S.  e04.] 

WHIle  this  court  cannot  review  by  appeal  or  writ  of  error  a  judg- 
ment of  the  Ck>UFt  of  Appeals  of  tiie  I>i8trtct  of  CSolumbia  punialiing 
for  contempt,  it  may  grant  a  writ  of  certiorari  to  re7iew  the  same. 

Where  two  parties  petition  for  writs  of  certiorari  to  review  the  same 
Judgment,  but  the  entire  matter  can  be  disposed  of  on  one  petition, 
the  other  will  be  denied.* 

Where  the  statute  of  limltatioDS  was  pleaded,  and,  after  a  decision 
that  it  was.inapplioable,  one  general  exception  was  presented  on 
his  behalf  In  that  r^ard,  the  rights  of  the  defendant  are  suffi- 
ciently preserved. 

[605]  The  provision  in  Rev.  Stat.,  11044,  that  no  person  shall  be 
prosecuted  for  an  offense  not  capital  unless  the  Indictment  is  found 
or  information  instituted  within  three  years  after  commission  of 
the  afCense  applies  to  acts  <Kf  contempt  not  committed  in  the  presence 
of  the  coilrt. 

Provislnns  of  the  GoDstitution  of  the  United  States  are  not  mathe- 
matical formulas  having  their  essence  in  their  form,  but  are  organic 
living  institutions  transplanted  from  English  soil.  Their  signifi- 
cance is  not  to  be  gathered  simply  from  the  words  and  a  dictionary 

but  by  considering  their  origin  and  the  Hne  of  their  growtlL 

....-■,.  «      .     ■      1   »  ■  ■      .       .1        .       ■  ■ 

^  For  civil  contempt  proceedings  (221  U.  S.  418),  see  ante,  page  700. 
*  Syllabus  copyrighted,  1914,  by  The  Banks  Law  Publishing  Oom- 
pany. 
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CkMitempto  are  none  the  lew  ofOeneeB  because  trial  by  Jury  doee  not 
extend  to  them  as  a  matter  ef  coBatltutiooal  right. 

The  substantive  portion  of  f  1044,  ReT.  Stat,  is  that  no  person  shall 
be  tried  for  any  offense  not  capital  except  within  the  specified 
time^  and  the  reference  to  form. of  procedure  by  indictment  or 
information  does  not  take  contempts  out  of  the  statute  because  the 
procedure  is  by  other  methods  than  indictment  or  information. 

Qiiare,  whether  an  indictment  will  lie  for  a  contempt  of  a  oourt  of 
the  United  States. 

In  dealing  with  the  punishment  of  crime,  some  rule  as  to  limitations 
should  be  laid  down«  if  not  by  CJongress,  by  this  coart 

As  the  powor  to  punish  for  contempt  has  some  limit,  this  court  re- 
gards that  limit  to  have  been  established  as  three  srears  by  the 
policy  of  the  law,  if  not  by  statute,  by  analogy.  Adam$  v.  Wood, 
2  Granch.  S3d. 

40  App.  D.  a  298,  reversed. 

[58  L.  Bd.  1116.«] 

[Appbai/— MoDX  or  Review — ^Appeal  ob  Ebbob. — ^A  Judgment  of  fine  or 
imprisonment  in  proceedings  for  an  alleged  criminal  contempt  of 
an  injunction  is  not  reviewable  by  appeal. 

For  other  cases,  see  Appeal  and  Error,  II  b.  in  Digest  Sup.  Ot 
1008. 
Bbbob  to  Distbict  or  Ck)LUMBiA  Ck>UBT  OF  Appeals — CSbiuinal  Con- 
tempt.— A  writ  of  error  will  not  lie  from  the  Federal  Supreme 
Oourt  to  the  District  of  Columbia  Court  of  Appeals  to  review  a 
Judgment  rendered  on  an  appeal  from  the  Supreme  Court  of  the 
District  in  i^oceedings  to  punish  the  alleged  criminal  contempt  of 
an  injunction. 

For  other  cases,  see  Appeal  and  Error,  1075-1081,  in  Digest  Sup. 
Ct.  1908. 
LncrrATioN  of  Actions — ^Whxn  Statute  IBeoins  to  Run — Cbiicinal 
OoNTBicFT.-«The  rannlBg  of  the  three  yearg*  limitation  prescribed 
by  U.  S.  Rev.  Stat  1 1044,  U.  S.  Comp,  Stat  1901,  p.  726,  for  crimi- 
nal prosecutions  against  proceedings  to  punish  criminal  contempts 
of  a  decree  enjoining  the  continuance  of  a  boycott,  was  not  post- 
poned until  such  boycott  was  abandoned,  but  such  statute  began  to 
run  as  respects  each  specific  act  changed  as  a  substantive  offense 
in  disobedience  of  the  injunction  upon  the  date  of  the  commission 
of  such  act 

For  other  cases,  see  Limitation  of  Actions,  II,  in  Digest  Sup.  Ot. 

190a  .    , 

■ 

•  The  paragraphs  following,'  in  braekets,  comprise  the  syllabus  of  the 
case  as  rqwrted  in  volume  58,  page  1115,  Lawyers*  Edition,  of  the 
Supreme  Court  R^M>rts.  Syllabus  copyrighted,  1913,  1014,  by  The 
Lawyers  Oo-operative  Publishing  Company. 
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are  none  the  less  crisnes  within  tti«  meaning  of  U.  8.  Rev.  Stet 
§  1044,  U.  8.  Oomp;  Stat.  1901,  p.  725,  preflertbtng  a  three  years* 
limitation  for  criminal  proBecutions,  t^ecauae  the  constitutional  right 
of  trial  hr  Jury  in  criminal  caaes  does  not  extend  to  such  ^eon- 
tempts. 

For  otiier  eases,  see  LimitaiCion  of  ActlAiis,  III  1,  in  Digest  Sap. 
Ct  190a  • 

Limitation  ot  Actions — Gbiminal  Contempt. — ^Proceedings  to  punish 
acts  not  oommitted  in  the  presence  of  the  ooart  as  criminal  con- 
tempts of  tm  injunction  prerioualy  gmitted  are  none  the  less  gov- 
erned by  llhe  three  years'  limitations  of  U.  S.  Rev.  Stat.  I  1044, 
U.  S.  Oonq[>.  Stat  1901,  p.  726^  wfaiai  provide*  that  **  nio  person  shall 
be  proseested,^  tried,  or  pnnished  fior  any  offense  not  capital  *  *  • 
unless  the  indictment  is  found  or  the  information  is  instittited 
within  three  years  next  after  such  offense  shall  have  been  oom^ 
mitted,"  because  such  contempt  proceedings  may  not  he  instituted 
by  an  indictment  or  Info^uUitfon. 

For  other  cases,  see  Limitation  of  Actions,  III  1,  in  Digest  Sup. 
Ct.  190d. 

LnciTATXON  OF  ACTIONS — CsiMiNAL  CONTEMPT. — ^Thc  Federal  Supreme 
Court  would  prescribe  by  analogy  a  three  years'  limitation  for  pro- 
ceedings to  punish  pitst  acts  not  committed  in  the  presence  of  the 
court  as  criminal  contempts  of  an  injunction  previously  granted  if 
the  case  were  not  covered  by  the  provisions  of  U.  S.  Rev.  Stat. 
I  1044,  n.  S.  Comp.  Stat.  1901,  p.  725,  that  "no  person  shall  be 
prosecuted,  tried,  or  punished  for  any  offense  not  capital  •  ♦  ♦ 
unless  the  Indictment  is  found  or  the  information  Is  instituted 
within  three  years  next  after  such*  offense  shall  have  been  com- 
mitted."] 

For  other  cases,  see  Limitation  of  Actions,  III  1,  in  Digest  Sup. 
Ct.  1008.] 

The  lacta,  whidi  involve  the  oonatvue^ioA  of  §  1014,  Bev. 
Stat,  and  its  applioatiioii  to  pa^t  acts  of  cdntttnpt^aFe  stated 
in  the  opinion. 

Mr.  Alton  B.  Parker  and  Mr.  Jackson  H.  RaUtan^  with 
whom  Mr.  WtJMam  E.  Bio/umhon  was*  on  the^  bnaf,  ior 
plaintiffs  in  error  and  appellants. 

Mr.  J.  J.  Darlington  and  Mr.  Daniel  Davenport^  with 
whom  Mr.  James  M.  Beck  wa«  ob  the  brief,  lor  tiie  Undted 
Stfeitea 
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Mr.  Justice  Holkbs  d^vered  the  opmiioii  of  the  coart. 

These  ar6  pcoceedings  for  alleged  criminal  contempts  in 
the  matter  that  was  before  this  court  in  Gompers  v.  Bucks 
[606]  Stove  cfe  Hange  Co.,  221  U.  S.  418-  In  that  case  the 
proceedings  instituted  by  the  Bucks  Stove  ft  Bange  Com- 
pany to  punish  the  petitioners  were  ordered  to  be  dismissed, 
but  without  prejudice  to  the  power  of  the  Supreme  Court 
of  the  District  to  punish  contempt^  if  any,  committed  against 
it  The  decision  was  rendered  on  May  15, 1911,  and  the  next 
day  the  Supreme  Court  of  the  District  appointed  a  com- 
mittee to  inquire  whether  there  was  reasonable  cause  to  be-, 
lieve  the  plaintiffs  in  error  guilty,  in  wilfully  violating  an 
injunction  issued  by  that  court  on  Decenjber  18,  1907,  and, 
if  yea,  to  present  and  prosecute  charges  to  that  effect.  The 
inquiry  was  directed  solely  with  a  view  to  punishment  for 
past  acts,  not  to  secure  obedience  for  the  future;  and  to  avoid 
repetition  it  will  be  understood  that  all  that  we  have  to  say 
concerns  proceedings  of  this  sort  only<,  and  further,  only 
proceedings  for  such  contempt  not  committed  in  the  pres- 
ence of  the  court. 

The  committee,  on  June  26,  1911,  reported  and  charged 
that  the  parties  severally  were  guilty  of  specified  acts  in 
violation  of  the  injunction,  being  the  same  acts  of  which 
they  had  been  found  guilty  by  the  Supreme  Court  in  the 
former  case.  Bules  to  show  cause  were  issued  on  the  same 
day.  The  defendants  pleaded  the  Statute  af  Limitations, 
Bev.  Stat.,  §  1044,  as  to  most  of  the  charges,  and  not 
guilty.  There  was  a  trial,  the  Statute  of  Limitations  was 
held  inapplicable  and  the  defendants  were  found  guilty  and 
sentenced  to  imprisonment  for  terms  of  different  lengths, 
subject  to  exeeptions  which  by  agreement  were  embodied  in 
a  single  biU.  The  Court  of  Appeals  reduced  the  sentences 
to  imprisonment  for  thirty  days- in  the  case  of  Gompers  and 
fines  of  $500  for  each  of  theother  two.  40  App.  D.C.  ^93. 
The  defendants  brought  a  writ  of  error  and  an  appeal  to 
this  court  and  also  petitioned  for  a  writ  of  certiorari.  Of 
course  an  appeal  does  not  lie,  nor  does  a  writ  of  error,  but 
the  writ  of  certiorari  is  granted.  [607]  The  judges  of  the 
Supreme  Court  also  petitioned  fox  a  writ  of  certiorari,  but 
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as  ihe  case  will  be  disposed  of  on  the  fiiist  mentioned  peti- 
tion, the  other  will  be  denied. 

The  injunction,  subsequently  held  too  broad,  not  only  for- 
bade the  defendants  to  combine  to  obstruct  the  business  of 
the  Bucks  Stove  &  Range  Company,  or  to  declare  or  threaten 
any  boycott  against  it  (such  a  boycott  already  having  been 
declared),  but  also  to  publish  any  statement  calling  atten- 
tion of  any  body  to  any  such  boycott,  or  any  statement  of 
like  effect,  tending  to  any  injury  of  the  Company's  business. 
This  decree,  although  made  on  December  18,  did  not  become 
operative  until  December  23,  1907.  Before  going  to  the 
Court  of  Appeals  the  injunction  in  substantially  the  same 
form  was  made  permanent  on  March  23.  1908.  It  may  be 
assumed  for  the  purposes  of  our  decision  that  the  evidence 
not  only  warranted  but  required  a  finding  that  the  defend- 
ants were  guilty  of  some  at  least  of  the  violations  of  this 
decree  that  were  charged  against  them,  and  so  we  come  at 
once  to  consider  the  Statute  of  Limitations,  which  is  their 
only  real  defence.  A  preliminary  objection  was  urged,  to 
be  sure,  that  the  question  of  the  validity  of  that  defence  was 
not  reserved,  but  there  is  nothing  in  it.  The  bar  was 
pleaded,  there  was  a  motion  to  dismiss  on  that  ground  for 
want  of  a  replication,  there  was  a  decision  that  the  statute 
did  not  apply  to  contempts,  and  the  counsel  for  the  plain- 
tiffs in  error  stated  at  the  trial  that  there  was  one  general 
exception  presented  on  their  behalf  with  regard  to  that.  We 
can  not  doubt  that  it  was  perfectly  understood,  or  that  the 
record  shows,  that  the  plaintiffs  in  error  preserved  all  their 
rights. 

The  statute  provides  that  ^  no  person  shall  be  prosecuted, 
ttied,  or  punished  for  any  offense,  not  capital,  except 
♦  *  *,  unless  the  indictment  is  found,  or  the  informa- 
tion is  instituted  within  three  years  next  after  such  offense 
shall  have  been  committed.'*  Rev.  Stat,  §  1044.  Act  of 
April  18,  1876,  c.  56,  19  Stat,  82.  The  plaintiffs  in  [608] 
error  treat  these  proceedings  as  having  begun  on  May  16, 
1911,  when  the  Supreme  Court  directed  an  inquiry.  They 
certainly  did  not  begin  before  that  date;  so  that,  if  the 
statute  applies,  contempts  prior  to  May  16,  1908,  would  be 
barred.   It  is  argued  with  force  that  the  inquiry  Was  directed 
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only  to  breaches  of  the  preliminary  injunction,  which  ex- 
}S(lr;  pired  by  its  own  terms  upon  the  making  of  the  final  decree 

1 1  on  Mardb  28,  1908,  and  that  therefore  everything  legiti- 

\4%.  mately  before  the  court  happened  more  than  three  years 

i^TijT  before.    But  as  the  report  mentioned  the  final  decree  and 

charged  a  few  acts  later  than  March  28,  though  mostly 
rather  unimportant,  and  as  the  order  to  show  cause  referred 
to  a  violation  of  the  injunctions,  in  the  plural,  it  perhaps 
would  savor  of  a  technicality  that  we  should  be  loath  to 
apply  on  either  side,  if  we  did  not  deal  with  all  that  is 
charged. 

The  charges  against  Gompers  are:  1,  hurrying  the  pub- 
lication of  the  January  number  of  the  American  Federa- 
tionist  and  distributing  many  copies  after  the  injunction 
was  known  and  before  it  went  into  effect,  in  which  number 
the  Bucks  Stove  ft  Range  Company  was  included  in  the 
"We  dont  patronize"  list;  2,  circulating  other  copies  in 
January,  1908 ;  8,  on  and  after  December  28,  1907,  circulat- 
ing another  document  to  the  like  effect  with  comments,  some 
of  which  were  lawful  criticism,  but  others  of  which  suggest- 
ed that  the  injunction  left  the  members  of  labor  organiza- 
tions free  to  continue  their  boycott;  4,  publishing  in  Feb- 
ruary, 1908,  a  copy  of  the  decree  with  the  suggestion  that 
those  who  violated  the  injunction  outside  of  the  District 
could  not  be  punished  unless  they  came  within  it ;  5,  in  Janu- 
ary and  February,  1908,  publishing  in  conjimction  with  the 
other  defendants  a  paper  appealing  for  financial  aid,  com- 
menting on  the  injunction  as  invading  the  liberty  of  the 
press  and  free  speech  and  reprinting  the  before-mentioned 
comments  and  suggestions;  6,  in  March,  1908,  again  suggest- 
ing that  no  law  compelled  tiie  purchase  [609]  of  a  Bucks 
etove;  7,  in  April,  1908,  after  the  final  decree,  reiterating 
the  same  suggestion  in  the  American  Federationist;  8,  in 
April,  1908,  repeating  similar  suggestions  by  transparent 
innuendo  in  a  public  address;  9,  again  repeating  them  in 
another  address,  on  or  about  May  1 ;  10,  and  again  in  the 
July  issue  of  the  American  Federationist;  11,  publishing  in 
the  September  Federationist  an  editorial  characterizing  the 
injunction  as  an  invasion  of  constitutional  freedom  (whidi 
hardly  seems  to  exceed  lawful  comment  unless  on  the  ground 
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(hat  the  C9^se  wblb  not  fi^Uhed,  although  mistaken  in  its 
law) ;  12,  in  a  report  publiabad  after  September  9, 1908,  say- 
ing that  if  the  Executive  Council  of  the  Federation  of 
Labor  obeyed  tibe  injunction  thej  could  not  report  the  state 
of  the  case  to  the  Denver  convention,  and  that  they  did  not 
see  how  they  could  refuse  to  give  An  account  of  their  doings; 
13,  on  September  29,  1908,  saying  in  a  pubUc  address  that 
the  injunction  forbade  him  to  discuss  the  case,  but  that  he 
must  (seemingly  not  going  beyond  that  declaration) ;  14,  on 
October  26, 1908,  recurring  in  a  sii^gle  phrase  in  an  address 
to  his  old  suggestion  that  no  law  oomi)elled  his  hearers  to 
buy  a  Bucks  stove;  15,  in  November,  1908,  in  an  address 
which  he  caused  to  be  publisjied  in  the  Federationist  in 
January,  1909,  again  referring  to  the  injimction,  mention- 
ing his  past  advice  and  suggestions  and  that  he  had  been 
called  on  to  diow  cause  why  he  should  not  be  adjudged 
guilty  of  contempt  (in  the  former  proceeding),  and  asking 
how  he  could  have  done  otherwise;  and  finally,  16,  in  a 
report  made  in  November,  1909,  referring  to  the  judge  as 
so  far  havuig  transcended  his  authority  that  even  judges 
of  the  Court  of  Appeals  have  felt  called  upon  to  criticize 
his  action,  and  saying  that  in  such  circumstances  it  is  the 
duty  of  the  citizens  to  refuse  obedience  and  to  take- whatever 
consequences,  may  ensue.    The  charge  against  Miibchell  and 
Morrison  are  mainly  for  having  taken  part  in  some  pf  the 
above-mentioned  publications,  but  need  not  [filOJ  be  stated 
particularly,  as  all  the  aots  of  any  substasjce  in  Mitchell's 
case  and  all  in  that  of  Morrison  were  more  then  thcee  years 
old  when  these  proceedings.bfsgan. 

The  boycott  against  the  company  wsjb  not  called  off  until 
July  19  to  29, 191Q,  and  it  is  argued  thai  ev«n  if  the  statute 
applies  the  conspiracy  Tvas  continuing  until  tt^t  date, 
United  States  v.  Kmely  2X8  U.  S.  601,  607,  and  therefore 
that  the  statute  did  not  begin  to  run  until  then.  But  this 
is  not  an  indictmen;t  for  conspiracy,  it  iae  charge  of  specific 
ants  in  disobedience  of  ^an  injunction.  The  acts  axe  not 
fdiaiged  as  evidence  but  as  substantive  Qffen$es.;  each  of 
.;them,  so  lar  ^  it  iw,as  a  conte^ipt,  wa^  poniehiUe  a^^^udi, 
aM  wae.(Qharg^afiimcb^.as^.tbeiiilore^^«K:h4Q»st the  judged 
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by  ^tself ;  and  ao  we  come  to  what,  as  wa  already  have  inti- 
mated, is  tihe  real  questioK  in  the  case. 

It  is  urged  in  the  first  place  that  oontenpie  cannot  be 
crimes,  because,  althpi^gh  pwushable  by  impri^onwent  and 
therefore,  if  crimes,  ualamous,  ti|;iey  are  not  within  the  pro- 
tection of  the  Constitution  and  the  ajoendments  giving  a 
right  to  tribal  by  jury^  ^^  to  persons  charged  with  such 
crimes.  But  the  provisions  of  the  Constitution  are  not 
mathematical  formulae  having  their  essence  ip  their,  form ; 
they  are  organic,  liy'u^g  institutions  transplanted  from  Eng- 
lish seal.  Their  si^iaficanqe  i^  viW,  ipuot  f(^rma»l;  it  is  to  be 
gathered  not  simply  by  taJdi^g  the  words  and  a  dictionary, 
but  by  con^erxQg  theix  origin  and  the  line  of  their  growth. 
Soli^rt8pn  V.  BMwvf^  165  U.  S.  275,  281,  282.  It  4oes  not 
iollow  that  coniteqipts  of  the  class  under  consideration  are 
not  crimes,  or  rather,  in.  the  language*  of  tthe  statute,  offenses, 
heca^se  trial  by  jury  as  it  has  bam  grAdpally  wofked  out 
and  fought  out  has  been  thought  not  to  e^t^od  to -them  as 
a  matter  of  constitutional  right  These  contempts  ure  in- 
fractions of  the  law,  visited  with  punishment  as  such.  If 
siy^h  acts  are  not  criminal,  we  are  in  error  as  to  the  most 
fundamental  characteristic  of  crimes  as  that  word  has  been 
understood  in  English  speech.  So  truly  are  [611]  they 
crimes  that  it  seems  to  beproT^d  that  in  the  early  law  they 
were  punished  only  :  by  the  usual  criminal  prooedure,  8 
Transactions  of  the  Boyal  Historical.  Society,  N.  S.,  p.  147 
(1885),  and  that  at  least  in  iEjjigland  ;it  9ap;a>B  that  they  stiU 
n^ay  be  and  preferably  are  tried  }xi  that  way.  Bm  7  Hals- 
bury,  Iaws  of  England,  280,  ^uh  n.  Contempt  of:  Court 
(604)  5  Re  Clein^U  v.  Erla^er^  46  L-.  J^,  N.  S.,  pp*  375,  883. 
Matter  cf  MoAleod^  6  Jpyr.  AAX ;  JSchifeiber  v.  Laimim'd^  2 
l>iok.  592;  WeUesley's  Cofie,  2  Huss.  &Ma  6S9^  667;  Zn  iv 
PoUard,  L.  B.  2  P.  C.  106, 120;  Ego  pm^JCe0meyy71Wh^%. 
S8,4j^iaewtU  V.  W,M.  Conk^y  Co.,  1HJJ.&.»2^  888,  331, 
382;.  Oompera  v.  Bucka  St^ve  dh  Ro/mm  O^,^  9&^  ^U-  & 
418,441. 

We  .come,  ibmy  to  ths  .owslnAction  oldtba  statiilie.  Jt  has 
been.  a^Hsmpned  tl^at  tiie  epwli|Aip3ig  w<nrck(  ^  wleas  th«  indictr 
^poimt  is  found  ovths  infon^itipn  is.  jpistjft^tsd  w;&thl»  ibxm 
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years  "  limit  the  offences  given  the  braefit  of  the  act  to  those 
usually  prosecuted  in  that  way,  and  the  counsel  for  the  peti- 
tioners were  at  some  pains  to  argue  that  the  charges  of  the 
committee  amounted  to  an  information ;  a  matter  that  opens 
vistas  of  antiquarian  speculation.  But  this  question  is  not 
one  to  be  answered  by  refinements  and  curious  inquiries.  In 
our  opinion  the  proper  interpretation  of  the  statute  begins 
with  the  substantive,  not  with  the  adjective  part.  The  sub- 
stantive portion  of  the  section  is  that  no  person  shall  be 
tried  for  any  offence  not  capital  except  within  a  certain 
time.  Those  words  are  of  universal  scope.  What  follows  is 
a  natural  way  Of  expressing  that  the  proceedings  must  be 
begun  within  3  years;  indictment  and  information  being  the 
usual  modes  by  which  they  are  begun  and  very  likely  no 
other  having  occurred  to  those  who  drew  the  law.  But  it 
seems  to  us  plain  that  the  dominant  words  of  the  act  are 
^  no  person  shall  be  prosecuted,  tried,  or  ptuiished  for  any 
offence  not  capital ''  unless. 

No  reason  has  been  suggested  to  us  for  not  giving  to  the 
[612]  statute  its  natural  scope.  The  English  courts  seem  to 
think  it  wise,  even  when  there  is  much  seeming  reason  for 
the  exercise  of  a  summary  power,  to  leave  the  punishment  of 
this  class  of  contempts  to  the  regular  and  formal  criminal 
process.  Matter  of  Mtwleod^  6  Jur.  461.  Maintenance  of 
their  authority  does  not  often  make  it  really  necessary  for 
courts  to  exert  their  own  power  to  puni^,  as  is  shown  by 
the  Englidi  practice  in  more  violent  days  than  these,  and 
there  is  no  more  reason  for  prolonging  the  period  of  liability 
wh^n  they  see  fit  to  do  so  than  in  the  case  where  the  same 
offence  is  proceeded  against  in  the  common  way.  Indeed, 
the  punishment  of  these  offdnc^  peculiarly  needs  to  be 
speedy  if  it  is  to  occur.  The  argument  loses  little  of  its 
force  if  it  should  be  determined  hereafter,  a  matter  on  which 
we  express  no  opinion,  that  in  the  present  state  of  the  law 
an  indiobnent  would  not  lie  for  a  cbntenipt  of  a  court  of  the 
United  States. 

Even  if  the  statute  does  not  cover  itihe  case  by  its  express 
woMs,  as  we  think  it  does,  still,  ini  dealing  with  the  punidi- 
ment  of  ciime  a  rule  should  be  laid  down,  if  not  by  Congress 
by  this  court   The  power  to  punish  for  contempt  must  hirve 
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some  limit  in  time,  and  in  defining  that  limit  we  should 
have  regard  to  what  has  been  the  policy  of  the  law  from  the 
foundation  of  the  Government.  By  analogy  if  not  by  enact- 
ment the  limit  is  three  years.  The  case  can  not  be  concluded 
otherwise  so  well  as  in  the  language  of  Chief  Justice  Mar- 
shall in  a  case  where  the  statute  was  held  applicable  to  an 
action  of  debt  for  a  penalty.  Adams  v.  Woods,  2  Cranch. 
336,  340,  341,  342:  "It  is  contended  that  the  prosecutions 
limited  by  this  law,  are  those  only  which  are  carried  on  in 
the  form  of  an  indictment  or  information,  and  not  those 
where  the  penalty  is  demanded  by  an  action  of  debt.  But 
if  the  words  of  the  act  be  examined  they  will  be  found  to 
apply,  not  to  any  particular  mode  of  proceeding,  but  gen- 
erally to  any  prosecution,  trial,  or  punishment  for  the  of- 
fence. It  is  not  de-[613]clared  that  no  indictment  shall  be 
found  ♦  •  ♦  But  it  is  declared  that  *No  person  shall 
be  prosecuted,  tried,  or  punished'  •  *  *.  In  expound- 
ing this  law,  it  deserves  some  consideration  that  if  it  does 
not  limit  actions  of  debt  for  penalties,  those  actions  might, 
in  many  cases,  be  brought  at  any  distance  of  time.  This 
would  i>e  utterly  repugnant  to  the  genius  of  our  laws.  In  a 
ooimtry  where  not  even  treason  can  be  prosecuted  after  a 
lapse  of  three  years,  it  could  scarcely  be  supposed  that  an 
individual  would  remain  forever  liable  to  a  pecuniary  for- 
feiture." The  result  is  that  the  judgments,  based  as  they 
are  mainly  upon  offences  that  could  not  be  taken  into  con- 
sideration, must  be  reversed. 

Judgments  reversed. 

Mr.  Justice  Van  Devanter  and  Mr.  Justice  PrrNBY 
dissent. 


POST  V.  BUCKS  STOVE  A  RANGE  CO.  ET  AK 

(Circuit  Conrt  of  Appeals,  Blghth  Circuit    November  22, 1912.) 

[200  Fed.  Kep.  918.] 

COBPOKATIONS    (I    297) — ^DlBBCTOBS — ^AUTHOBITT — ^BUSINIiSS    POUCT. — 

While  directors  of  a  private  bnalDess  corporation  may  not  act 
oppressively,  frandnlentty,  or  in  such  a  manner  as  to  destroy 
the  corporate  ^istenoe,  or  contrary  to  law  or  the  pnrposes  fbr 
which  the  corporation  was  organissed,  and  may  not  dissipate  its 
96S26*-~tol4— 17 81 
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asfllBts  Off  aecore  ^Tftto  adyantage  at  corpooiUe  expetae,  th^  Are 
nevertheless  tlie  gOTernUig  lM)4y,  r^cesenttng  both  the  majority 
and  minority  stockholders,  and  as  such  possess  a  wide  discretion 
in  determining  Its  business  policies  and  the  methods  of  executing 
them,  which  a  stockholder  can  not  control  or  have  revised  by  an 
appeeA  to  the  courts.* 

.(Ed.  Note.— For  other  cases,  see  CiorporatlODB,  Ooit.  Dig.  II 1274- 
1291;  Dec.  Pig.  I  2d7.] 

COBFORATIOITS      (I     202) — DiBECTOBS — ^ACTION — SBTTIJEKERT     OP     LiTI- 

OATioN  —  Rights  of  Objecting  Stockholdebs. — ^A.  controvert 
having  arisen  between  a  corporation  engaged  in  manufacturing 
stoves  and  its  empl<^^,  who  were  members  of  a  labor  or- 
ganlflition,  the  anion  employ^i  quit,  and  the  labor  organiza- 
tion Inaugurated  an  extensive  boycott  against  the  corporation 
and  Its  products,  whereupon  suit  was  Instituted  for  an  injunc- 
tion against  the  labor  organization  and  its  leaders,  and,  an 
order  directing  the  issuance  of  a  modified  Injunction  having  been 
sustained  by  the  Circuit  Court  of  i^ypeals,  both  parties  appealed 
to  the  Supreme  Court,  pending  which  a  settlement  was  arrived  at, 
whereby  the  corporation  released  its  right  to  sue  for  treble  damages 
under  Sherman  Anti-Trust  Act,  July  2,  1890,  c.  647,  I  7,  26  Stat 
210  (U.  S.  Comp.  St  1901,  p.  8202),  on  the  ground  that  the  labor 
organization  constituted  an  unlawful  combination  In  restraint  of 
trade  and  commerce,  to  which  settlement  complainant,  a  minoritr 
stockholder,  objected.  HeMy  that  saeh  settlement  was  within  the 
jurisdiction  of  the  corporation's  boasd  of  direetors  in  the  ordinajry 
management  o^  the  corporation's  aJCEalrs,  and,  having  been  entered 
into  in  good  faith,  was  binding  on  such  minority  stockholder  not- 
withstanding his  protest,  and  he  was  therefore  not  entitled  there- 
after to  maintain  a  edit  for  such  damages  for  the  benefit  of  the 
corporation* 

[Ed.  Note. — ^Tor  other  cases,  see  Corporations,  Cent  Dig  h^  770- 
780;  Dec.  Dig.  I  202.] 
Monopoubs  (I  J2)— rLABpB  Union — Contbact — Valioity. — ^A  con- 
tract between  a  manufacturing  corporation  and  a  labor  nnlon,  by 
which  the  corporation  thereafter  agreed  to  pay  union  wages  and 
to  comply  with  union  hours  of  labw  and  conditions  of  employ- 
ment but  which  contained  no  direct  provision  binding  the  corpora- 
tion' not  to  employ  non-union'  men,  was  not  objectionable  as  tend- 
ing to  create  <aznonopoly  Ukta^or  of  membevs  of  thO'V^loos  to  the 
exclusion  of  others  seeking  einployment 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Cent  Dig.  I  10;  Dec. 
Dig.  112.] 

.  ,Appeal  irom  thei  Cireuit  Court  of*  the  Umte4  States  for 
ihe  Eastern  District  of  Missovri;  David  P.  D^er,  Judge* 

•  Syllabus  copyrighted,  1913,  by  WjMst  Put>liahijp^  Company. 
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Suit  bj  C.  W.  Poet  against  the  Buck's  Stove  A  Ba]|0B 
Company  and  others.  Judgment  for  defiondantsy  and  pLain- 
tiff  appeals.    Affirmed. 

See,  also,  Buok^a  Stove  db  Btmge  Co.  v.  American,  Fe4r 
eration  of  Labor,  219  U.  S.  S81,  81  Sup.  Ct.  472,  55  L.  Ed. 
345;  Oompers  v.  Bnek^a  Stove  dk  Range  Co.,  221  U.  S.  418, 
81  Sup.  Ct.  492,  55  L.  Ed  797, 84  L.  K  A.  (N.  S.>  874. 

1919]  CharleB  C.  Collins,  of  St.  Louis,  Ma  {Arthur  B. 
WUliams,  on  the  brief),  for  appellant. 

Charles  M.  Polk,  of  St.  Louis,  Mo.  (A.  <&  J.  F.  Lee,  of  St 
Louis,  Mo.,  on  the  brief),  for  Buck's  Stove  &  Kange  Co. 

Jackson  H.  Ralston,  of  Washington,  D,  C.  {Frederick  L. 
Siddons  and  Win.  E.  Richardson,  both  of  Washington, 
D.  C,  and  John  S.  Lehmann,  of  St.  Louis,  Mo.,  on  the 
brief) ,  for  American  Federation  of  Labor  and  others. 

Before  Sanborn,  Hook,  imd  SMrrH,  Circuit  Judges. 

Hook,  Circuit  Judge. 

This  is  a  suit  by  Charles  W.  Post,  as  a  stockholder  of 
the  Buck's  Stove  &  Bange  Company,  to  enforce  for  its  bene- 
fit a  cause  of  action  against  the  American  Federation  of 
Labor,  it  allied  organizations,  and  their  representatives,  for 
treble  damages  under  section  7  of  the  Sherman  Anti-Trust 
Act  (26  Stat.  209),  resulting  from  a  combination  in  restraint 
of  trade  and  commerce.  The  bill  of  cooiplaint  was  dismissed 
on  demurrer,  and  Post  appealed. 

The  Stove  Company  is  a  Missouri  corporation,  engaged  in 
the  manufacture  and  sale  in  interstate  commerce  of  stoves 
and  ranges.  Its  general  offices  and  factory  are  at  St  Louis, 
Mo.  Its  capital  stock  is  $1,600,000,.  of  which  Post  owns 
about  7  per  cent.  Some  years  ago  a  controversy  arose  in  one 
of  its  manufacturing  departments  over  the  hours  of  labor, 
and  the  union  employ&  quit  Thereupon  the*  labor  organi- 
zations  throughout  the  tFnited  States  inaugurated  an  ex- 
tensive boycott  against  the  company,  its  manufactured  prod- 
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acts,  and  those  who  persisted  in  dealing  in  them,  thereby, 
according  to  the  bill  of  complaint,  unlawfully  inflicting  upon 
it  a  financial  loss  to  the  extent  of  $250,000.  The  Stove  Com- 
pany brought  a  suit  in  the  Supreme  Court  of  the  District  of 
Columbia  and  obtained  an  injunction  in  broad  terms.  On 
appeal  to  the  Court  of  Appeals  of  the  District,  the  company 
again  prevailed,  though  the  injunction  was  substantially 
modified.  38  App.  D.  C.  88,  32  L.  K.  A.  (N.  S.)  748.  From 
the  decree  of  that  court  the  parties,  both  complainant  and 
defendant,  took  appeals  to  the  Supreme  Court  of  the  United 
States,  but  before  the  hearing  they  amicably  adjusted  their 
differences  by  executing  writings  containing  expressions  of 
mutual  friendship  and  consideration,  and  provisions  that 
the  company  would  not  sue  because  of  pa^  controversies, 
that  it  would  establish  union  wages,  hours  of  labor,  and  con- 
ditions of  employment,  and  that  the  labor  organizations  on 
their  part  commended  the  product  of  the  company  to  their 
members,  S3rmpathizers,.and  friends.  When  the  settlement 
came  to  the  attention  of  the  Supreme  Court,  it  dismissed 
the  appeals  as  involving  questions  purely  moot.  219  TJ.  S. 
581,  31  Sup.  Ct.  472,  55  L.  Ed.  845.  A  phase  of  the  contro- 
versy appears  in  221  U.  S.  418,  81  Sup.  Ct.  492,  55  L.  Ed. 
797,  84  L.  R.  A.  (N.  S,)  874.  Post  protested  against  the 
settlement.  In  communications  to  the  officers  and  directors 
of  his  company,  he  demanded  that,  having  won  its  fight 
against  the  unlawful  boycott,  its  right  to  recover  the  damages 
sustained  be  enforced.  Failing  in  this,  he  brought  the  pres- 
ent suit  as  a  stockholder,  claiming  the  settlement  was  with- 
out consideration,  and  was  illegal  and  void.  The  company 
was  made  a  party  [920]  defendant  according  to  equity  rule 
94  then  in  force.  The  foregoing  recital  sufficiently  presents 
the  merits  of  the  case,  which  we  will  consider  to  the  exclusion 
of  less  important  matters. 

[1]  The  settlement  with  the  labor  organizations  was  made 
upon  the  authority  of  the  board  of  directors  of  the  Stove 
Company,  and  the  only  objection  or  complaint  by  any  one 
interested  in  or  connected  with  it  was  by  the  minority  stock- 
holder. As  the  chartered  agents  of  a  corporation,  the  direc- 
tors represent,  not  only  the  artificiid  body,  but  also  all  who 
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own  its  shares  ol  stock.  While  they  must  be  mindful  of  the 
corporate  welfare,  and  not  act  oppressively,  fraudulently,  or 
destructively  of  the  corporate  existence,  or  contrary  to  the 
laws  of  the  State  or  Nation,  or  the  purposes  for  uhich  the 
corporation  was  organised,  nor  dissipate  its  assets  or  secure 
private  advantage  at  corporate  expense,  yet  as  its  govern- 
ing body  they  possess  a  wide  discretion  in  determining  its 
business  policies  and  the  methods  of  executing  them,  which  a 
stockholder  cannot  control  or  have  revised  by  an  appeal  to 
the  courts.  Emjoes  v.  Oakland^  104  U.  S.  450,  26  L.  Ed.  827 ; 
Delaware  <&  Hudson  Co.  v.  RaUroad,  213  U.  S.  -tSS,  29  Sup. 
Ct  540,  58  L.  Ed.  862.  In  United  States  v.  Union  Pacifie 
R.  Co.,  98  U.  S.  569,  611,  25  L.  Ed.  143,  the  Supreme  Court, 
speaking  of  a  corporation,  said : 

"  So  long  as  It  exists  In  fhe  possession  and  nnrestralned  exercise  of 
all  its  corporate  powers,  its  board  of  directors*  unless  under  Judi* 
cial  prohibition  or  compulsion,  is  vested  with  tbe  sole  authority  to 
decide  whether  it  will  assert  its  right  of  action  for  a  supposed  injury, 
or  will  condone  it.*' 

In  some  respects  there  is  an  analogy  between  a  corpora- 
tion and  a  representative  government,  which  proceeds  ac- 
cording to  the  views  of  the  majority  within  constitutional 
lines.  The  minority  must  rely  upon  persuading  the  greater 
number  of  the  right  or  expediency  of  their  position,  ard, 
failing  that,  must  yield,  unless  some  recognized  limitation 
has  been  broken. 

[2]  It  is  averred  in  the  bill  of  complaint  that  the  Stove 
Company  was  injured  to  the  extent  of  $250,000  by  an  illegal 
boycott  of  its  interstate  business,  that  the  Sherman  Act  gave 
it  the  right  to  threefold  damages,  and  that  the  defendants 
who  did  the  wrong  were  solvent  and  good  for  the  amount. 
Upon  this  it  is  argued  that  the  directors,  against  the  protest 
of  the  complaining  stockholder,  paid  $750,000  for  immunity 
from  unlawful  attacks,  and  thereby  gave  away  assets  aggre- 
gating half  the  amount  of  its  capital  stock  without  consid- 
eration. The  daim  foir  a  penalty  or  a  punitive  increase  of 
actual  damage,  like  one  for  a  forfeiture,  is  not  a  favorite 
in  the  law.  In  i^o  true  sense  was  the  claim  of  that  kind  in 
the  case  at  bar  a  property  asset,  and  we  do  not  doubt  that 
the  managing  officers  of  the  corporation  could  in  their  dis- 
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cr0tk»ii  waiTe  or  refuse  to  enforce  it  -witkottt  being  brought  ^ 

to  account  ia  a  court  of  equity.    The  claim  for  actual  dam-  ^ 

age  to  the  bnsinesBof  the  company  was  an  asset  in  a  way, 
but  the  fact  that  it  was  nnadoiDwledged  and  unliqiiidaAed 
still  remained.  The  avermente  in-  tiie  bill  do  not  change  its 
essential  isharacter.  It  was  not  like  nvoney  in  bank,  nor  eren 
a  credit  with  the  debt<»r's  sense  of  obligation  bom  of  a  quid 
pro  qiio.  Barring  adjustment,  its  liqiiidaticm  and  collection  m 
[921 J  to  any  extent  meant  continued  expensiTe  litigation. 
In  the  most  favorable  view,  that  was  the  prospect  l^ore  | 

the  directors,  and  they  were  entitled  to  look  at  it  practically 
as  is  commonly  dmie  in  business  transactions.  The  courts 
£avor  settlements  of  controversies,  both  before  and  after 
litigation,  and  will  rarely  overiiaul  them  with  a  critical  eye. 
It  is  also  inaccurate  to  say  there  was  a  mere  purchase  of 
immunity  from  uidawfiil  attacks  upon  the  business  of  the 
company,  or  that  its  claim  for  damages  was  given  up  with- 
out consideration.  When  the  litigation  with'  the  labor  or- 
ganization stopped,  it  stood  upon  the  decree  of  injunction 
of  the  Court  of  Appeals  of  the  District  of  Columbia.  It 
is  not  our  province  to  review  that  decree,  but  presumably  it 
protected  the  company  in  all  its  legal  rights.  But,  however 
this  may  be,  there  belonged  to  the  labor  organizations  a 
large  field  of  legitimate  endeavor  and  activity,  with  respect 
to  which  every  business  man  and  corporation  might  lawfcffly 
contract  with  them,  and  regarding  which  negotiations  and 
agreements  are  of  everyday  occurrence.  Organized  labor 
has  become  an  important  factor  in  modem  industrial  life, 
whercf^'its  influence  is  widely  ^cognized;  and  its  rightful 
status  in  the  law  should  not  be*'r^i^d  because  of  excesses 
committed  in  its  name.  TUe  directors  of  the  Stove  Company, 
charged  with  the  management  of  its  extenisive  interests,  may 
have  come  to  believe  in  the  econcrmic  advantage  of  union 
wages,  hours  of  labor,  and  conditions  of  employment,  and 
may  have  regarded  the  affirmative  friendship  of  the  labor 
organizations  as  valuable  and  desirable,  and  their  disfavor, 
not  unlawfully  exercised,  as  undesirable.  In  such  a  situa- 
tion, and  presumably  it  arose,  there  were  sufficient  elements  of 
consideration  f  dr  the  contract,  and  to  overthrow  it  we  should 
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j3iOt  htHit  for  ottetSy  not'  espcessed  in  the  mitifigB  or  ae- 
kBowted09d  by  either  party.  We  see  in  the  daily  chtoni- 
cals  of  business  affairs  frequent  instances  of  similar  negotia- 
tions and  agreements  in  which  the  managocs  of  large 
enterprises  participate,  and  what  they  do  is  accepted  with- 
out question.  The  directors  of  the  Stove  Con^pany  did 
nothing  more,  save  to  yield  an  unliquidated  claim  for 
damages.  It  was  their  province  to  determine  the  wisdom 
or  expediency  of  the  course  adopted.  They  did  not  act 
opgf*e6sively  or  frandulently,  and  no  stockholder  gained  or 
lo£^{more  or  less  than  another.  They  acted  in  good  faith, 
according  to  the  lights  given  them,  and  for  the  welfarei  of 
al}  the  interests  in  their  charge. 

[31  It  is  further- ooBtended  that  >  the  settlement  in^  questioE 
provides  for  a  ^closed  shop,"  that  is  to  say,  a  place  where 
union  ^bor  only  is  employed,  and  that  a  contract  of  that 
character  is  unlawful,  because  it  restricts  competition  and 
ten^s  to  create  a  monopoly,  in  favor  of  member^,  of  the 
unions,  to  the  exelusi<m  of  all  otheis  seeking  empk>ymeiit. 
Counsel  for  the  Stove  Company  and  for  the  labor  ot^anissa- 
tions  deny  that  is  the  effect  of  the  contract,  and  we  agree 
'with  them.  There  is  no  direct  provision  requiring  it,  and 
it. does  not  follow  from  the  adoption  of  '^  union  wages,  hours 
of  labor,  and  conditions  of  employment,''  nor  from  the  ex- 
pressions of  the  friendly  attitude  of  the  managemrent  of  the 
company  and  their  purpose  to  treat  organized  labor  '^  wisely 
and  conservatively  and  upon  a  friendly  basis."  The  details 
as  to  wages,  hours  of  labor,  and  conditions  of  emplAymwt 
were  not  defined,  but  were  intrusted  to  the  conkpftny-  for 
execution.  We  think  /^?2/  tiiat  according  to  general  obser- 
vation it  is  not  at  all  uncommon -f or  the  conditions  contem- 
plated by  the  contract  to  exist  in  open  shops,  where  both 
union  and  non-union  labor  are  employed.  This  being  so^ 
we  need  not  stop  to  considor.  whether  accmiiraot  foc^  adofied 
shop  would  bo  valid  or  invalid* 

The  decree  is  affirmed. 
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VIRTUE  «.  CREAMERY  PACKAGE  MANUFACTUR- 
ING COMPANY  AND  OWATONNA  COMPANY-* 

BBROR   TO    THE    CIBGUIT    OOVttV  OF    AFFEAIiS    FOR   THE   EIGHTH 

CIBCUIT. 

(No.  80.    Argued  December  9,  10,  1912— Decided  January  20,  1913.) 

[227  U.  S.  8.] 

To  fiuatain  an  action  under  i  7  of  the  Sherman  Anti-Truat  Act  co- 
operation by  at  least  two  of  the  defendants  to  cause  the  damage 
complained  of  must  be  shown.^ 

[9]  The  owner  of  a  patent  has  exclusive  rights  of  making,  using  and 
selling,  which  he  may  keep  or  transfer  in  whole  or  in  part 

Patents  and  patent  rights  can  not  be  made  a  cover  for  violation  of 
law;  but  they  are  not  so  used  v^hen  only  the  rights  conferred  by 
law  are  exercised. 

Patent  rights  can  be  protected  by  a  party  to  an  illegal  combination. 

While  the  combined  effect  of  the  separate  acts  alleged  to  have  made 
the- combination  Illegal  must  be  regarded  as  a  vehole,  the  strength 
of  each  act  must  be  considered  separately. 

Assertion  of  patent  rights  may  be  so  conducted  as  to  constitute  mall* 
dous  prosecution;  but  failure  of  plaintiff  to  maintain  the  action 
does  not  necessarily  convict  of  malice. 

Mere  coincidence  in  time  In  the  bringing  by  separate  parties  of  suits 
for  Infringements  on  patents  against  the  same  defendant  does  not 
necessarily  Indicate  a  combination  on  the  part  of  those  parties  to 
Itfjure  the  defendant  within  the  meaning  of  I  7  of  the  Sherman 
^&Dtti-Trust  ^ct 

An  action  under  {  7  of  the  Sherman  Act  based  on  a  combination  be- 
tween the  defendants  can  not  be  sustained  by  proof  of  malicious 
prosecution  on  the  part  of  only  one  of  the  defendants. 

Where  an  action  under  I  7  of  the  Sherman  Act  was  tried  In  the  Circuit 
Oourt  and  argued  in  the  Circuit  Court  of  Appeals  on  the  basis  of  co- 
operation between  the  defendants,  this  court  will  not  consider  a 
contention  raised  for  the  first  time  that  one  of  the  defendants  was 
itself  a  combination  offensive  to  the  statute. 

In  this  case  it  does  not  appear  that  the  contracts  between  the  defend- 
ants were  made  for  the  purpose  of  Injuring  the  plaintiff,  and  both 
courts  below  having  so  held  this  court  also  so  holds : 

179  Fed.  Rep.  115,  affirmed. 

•For  opinion  of  the  Circuit  Court  of  Appeals  (179  Fed.  115),  see 
volume  8,  page  794. 

*  Syllabus  and  statements  of  arguments  copyrighted,  1918,  by  The 
Banks  Law  Publishing  Compaoy. 
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[OT  L.  Bd.  395.«] 

IMblfOrOLT-^COHBINATION    IN    BSSTBAINT   OF  T&ADl^— PATENTED   AbTI- 

CLX8. — A  contract  by  which  a  corporation,  manufacturing  dairy 
supplies  under  various  patents  o^ned  by  it,  and  selling  them 
throughout  the  United  States,  constituted  another  corporation  its 
exclusive  sales  agent,  and  fixed  the  list  price  of  its  products,  does 
not  violate  the  prohibition  of  the  act  of  July  2,  1890  (26  Stat 
at  L.  209,  chap.  047,  C.  S.  Gomp.  Stat  1901,  p.  3200),  against  com- 
binations in  restraint  of  commerce^ 

For  other  cases,  see  Monopoly,  II.  b,  in  Digest  Sup.  Ot  1908. 
BioNQFOLT— Combination  in  Resibaint  of  Tbaob--'Tbe8ub  Damages. — 
A  corporation  manufacturing  dairy  products  under  patents  owned 
by  it  is  not  chargeable  with  participation  in  a  combination 
formed  contrary  to  the  act  of  July  2,  1S90,  by  its  exclusive  sales 
agent  and  other  manufkctur«*s  and  dealers,  so  as  to  render  the 
corporation  and  its  agent  liable  under  the  treble  damage  clause 
of  {  7  of  that  act  to  persons  Joined  as  defendants  in  simultaneous 
patent  infringement  suits  separately  brought  by  such  principal 
and  agent,  either  because  the  sales  agency  contract,  which  antedated 
the  illegal  combination,  provided  that  the  manufacturer  should 
protect  the  agent  from  all  suits  for  Infringement,  should  defend 
the  validity  of  the  patents,  and  promptly  attack  infringers,  or 
because  of  a  supplementary  contract  for  the  settlement  ot  claims 
growing  out  of  reciprocal  charges  of  infringement  which  has  no 
other  connection  with  the  unlawful  combination  than  that  some 
of  the  claims  were  against  corporations  which  were  parties  to 
that  unlawful  agreement,  or  because  of  any  negotiations  preceding 
the  execution  of  the  sales  agency  contract  which  hav«  for  their 
inducement  and  object  the  settlement  of  controversies  and  rights 
growing  out  of  earlier  contracts,  or  because  of  the  simultaneoiyei 
bringing  of  the  infringement  suits. 

For  other  cases,  see  Monopoly,  II.  a,  in  Digest  Sup.  Ct.  1908. 
Appeal — Scope  of  Review — Question  Not  Raised  Below. — ^A  conten- 
tion not  made  either  in  the  Circuit  Oourt  or  in  the  Circuit  Court  of 
iU>peals,  and  which  is  contrary  to  the  theory  on  which  the  case  was 
tried,  will  not  be  considered  by  the  Federal  Supreme  Court] 

For  other  cases,  see  Appeal  and  Error,  VIII.  J.  8,  in  Digest  Sup. 
Ct  1906. 

The  facts,  which  involve  the  construction  of  §  7  of  the 
Sherman  Anti-Trust  Act  and  what  constitutes  an  illegal 
combination  thereunder,  are  stated  in  the  opinion. 

«The  paragraphs  following,  in  brackets,  con4>rise  the  syllabus  of 
the  case  in  volume  57,  page  898,  lawyers  Edition,  Supreme  Courf 
Reports.  Syllabus  copyrighted,  1912,  191S,  by  The  Lawyers  Co- 
operatlTe  Publishing  Company. 
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Mr.  Harlan  E.  Leack,  with  whom  Mr.  Jamt%  F.  'WWAamr 
son  and  Mr.  James  A.  Twwney  were  on  the  bii^  for  plains 
tiff  in  error: 

It  is  not  neoessary  to  prove  the  eommission  of  any  tort, 
wrongful  act  or  crime  on  the  part  of  defendants,  aside 
from  what  is  prohibited  by  the  terms  of  the  Sherman  Anti- 
Trust  Act,  in  order  to  make  the  defendants  liable  {10]  in 
damages  to  the  plaintiffs  in  this  aetiuL  LoeH)e  v.  LmoloTj 
208  IT.  a  274;  M^mtapus  v.  Lawry,  196  U.  S.  88;  Chatton 
nooga  F.  db  P.  Works  v.  AtlarUa^  ^08  U.  S.  890;  Jayne  v- 
Loder^  149  Fed.  Rep.  21 ;  Wheeler-Stemel  Cd.  v.  National 
Window  Glass  Ass'n,  152  Fed.  Rep.  864;  S.  C^  10  L.  R.  A. 
(N.  S.)  972;  Pemi.  Sugar  Co.  v.  Am.  Sugar  Co.^  166  F^ 
Rep.  254;  P'COff^s  Tobacco  Co.  v.  Am.  Tolxscoo  Co.^  170 
Fed.  Rep.  89^;  Monarch  Tobacco  Works  v.  Am.  Tobacco  Co.^ 
166  Fed.  Rep.  774;  Swift  v.  Vnited  States,  196  U.  S.  895. 

The  act  of  combining — the  concerted  action — is  unlaw- 
tul  in  itself,  and  is  the  basis  of  a  4:ause  of  action  for  dam- 
ages. Loewe  v.  Lawlor;  Swift  v.  United  Staiesi  Penn. 
Sugar  Co.  v.  Am.  Sugar  Co.;  Jayne  v.  Loder,  supra;  Aikens 
V.  Wisconsin,  196  U.  S.  194;  ElKs  v.  Inman,  131  Fed.  Rep. 
182. 

It  is  not  necessary  that  the  act  which  caused  the  dam- 
age should  be  anything  in  itself  prdiibited  by  tiie  Anti- 
Tnist  Act.  It  is  not  necessary  that  it  be  a  step  in  "die  for- 
mation of  the  "  contract,"  **  combination,^  or  "  conspiracy," 
or  a  step  in  the  attempt  to  secure  monopoly.  It  is  sufficient 
if  such  an  act  originated  in,  or  was  directly  associated  with, 
the-motives  which  were  the  cause  of  the  contract,  combkia- 
tion,  conspiracy^  or  attempt  to  seeuve  monopoly.  OtuMa- 
nooga  Works  v.  Atlanta,  203  U.  S.  890. 

Plaintiffs  in  error  were  engaged  in  interstate  trade  and 
commerce.  Loewe  v.  Lawlor;  Montague  v.  Lowry;  Penn. 
Sugar  Co.  y,  ^n^  Sugar  Co.,  supra;  Shawnee  Compress  Co. 
Y.  Anderson,  209  U.  S.  428. 

Every  agreement  or  transaction  whose-  direct. ^effect  is  ta 
destroy  or  prevent  competition  is  in  restraint  of  trade. 
Northern  SecuriHes  Co.  v.  Vnited  States,  1«B  U.  8.  197; 
United  States  v.  American  Tobacco  Co.,  164  Fed.  Rep.  700; 
Shawnee  Compress  Co.  v.  An^erson^iQ^JJ.  S.  428;  United 
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States  v;  Trans.  Mo.  Freight  Am'^  166  U.  &  BJO;  Uniied 
States  V.  Joint  Traific  Ass\  171  U.  S.  605. 

,[11]  A  scheme  or  contract  whereby  a  corporation  disposes 
of  its  business)  and  agrees  to  ever  thereafter  remain  out  ol 
business,  is  illegal  and  void,  under  the  Sherman  Anti^Trust 
Act    Shavmee  Compress  Co.  v.  Anderson^  209  U-  S.  423. 

A  combination  has  obtained  a  monopoly  when  it  has 
reached  a  position  where  it  can  control  prices  and  suppvess 
competition.  United  States  v.  Afn.  Tobacco  Co^  164  Fed. 
Rep..  700,  721. 

Where  the  necessary  and  direct  effect  of  the^  oombina'- 
tion  is  to  restrain  trade  or  effectuate  a  monopoly,  the  intent 
is  immaterial.  Addystoo^  Pipe  d:  Steel  Co.  v.  United  States^ 
176  U.  S.  211. 

But  where  acts  in  themselves  are  not  directly  in  restraint 
of  trade  or  do  not  directly  tend  taward  a  micmopoly,  or  are 
only  an  attempt,  the  intent  of  the  parties  becomes  nuyterial. 
Swift  v.  United  States;  Loewc  v.  La^ior^  supra;-  Penn, 
Sugar  Co.  v.  Am.  Refimng  Co.,  166  Fed.  Bep.  264;  Bigelow 
V.  Calvmet  <&  Eeda  Co.,  167  Fed.  Bep*  704,  709. 

In  cases  of  conspiracy  it  is  always  i>ermissible  to  allege 
and  prove  the  history  and  various  steps  culminating  ija  the 
final  conspiracy,  even  though  the  previous  steps  were  ^epa- 
rate  and  distinct  offenses,  if  they  tend  to  throw  light  on  the 
present  conspiracy  and  to  show  the  intent  with  which  the 
final  acts  were  committed.  Wharton  on  Criminal  Ev.,  §  32; 
Greenleaf  on  Ev,,  §  111;  8  Cyc,  pp.  677,  678^  684;  Swift  v. 
United  States,  196  U.  S.  396;  United  States  v.  Greene,  115 
Fed.  Eep.  344;  Lincoln  v.  Claflin,  7.  Wall.  132;  Mut.  Life 
Ins.  Co.  V.  Armstrong,  117  U.  S,  698;  MoUne-MUbum  Co.  v. 
Franklin,  37  Minnesota,  137. 

A  person  or  corporation  joining  a  conspiracy  aiter  it  is: 
formed,  and  thereafter  aiding  in  its  ezecmtion,  becomes  from* 
that  time  as  much  a  conspirator  as  if  he  originally  designed 
and  put  it  in  operation.  United  States  v.  Standard  [12]'d>i8 
C'c?.,  152  Fed.  Rep.  294;  Zlwo2»v.<7Za/?m,7WaU.182;  UnUed 
States  V.  Bahcock,  24  Fed.  Cas.  915,  N(k  14,487;  Umted 
States  V.  Cassidy^  67  Fed.  Bep.  698,  702;  TA^  Anarchist 
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Ga%e^  122  IQinois,  1 ;  Vwied  State$  v.  Johnson,  26  Fed.  Rep. 
682,  684 ;  People  v.  Mather,  4  Wend.  230. 

The  contract  of  Februaiy  24, 1898,  being  illegal  and  void, 
the  defendant  Creamery  Company  di>tained  no  title  to  the 
letters  patent  sued  on  in  the  infringement  suit  brought  by  it 
against  the  plaintiffs  herein,  it  having  acquired  such  pat- 
ents, if  at  all,  by  said  illegal  and  void  contract  or  the  assign- 
ments executed  pursuant  to  its  terms  and  as  a  part  of  the 
same  illegal  scheme.  McMvUen  v.  Ho f  man,  174  U.  S.  689 ; 
ConnoUy  v.  Union  Sewer  Pipe  Co.,  184  U.  S.  540;  Conti- 
nental WoR  Paper  Co.  v.  Voight,  212  U.  S.  227;  Dunbar  v. 
Am.  Tel.  A  Tel.  Co.,  87  N.  E.  Rep.  621;  Thomson  v.  TJiomr 
son,  7  Ves.  468;  Levy  v.  Kansas  City,  168  Fed.  Rep.  524. 

That  the  Creamery  Company  held  assignments  of  the 
patents  valid  on  their  face  will  avail  nothing;  the  court  will 
look  into  the  whole  transaction.  McMuUen  v.  Hoffmun,  174 
U.  S.  639. 

The  Creamery  Company  could  not  establish  its  cause  of 
action  in  the  infringement  suit  without  relying  on  the  illegal 
agreement,  for  it  had  to  set  up  and  prove  its  title  to  the  pat- 
ents sued  on,  and  could  only  do  this  by  bringing  in  the  as- 
signments which  were  a  part  of  the  illegal  scheme.  McMul- 
len  V.  Hoffman,  174  U.  S.  689;  Continental  WaU  Paper  Co. 
w.  Voight,  212  U.  S.  227. 

An  interlocutory  decree  in  a  patent  infringement  suit, 
providing  for  an  injunction  and  ordering  an  accounting 
and  sending  the  case  to  a  referee  to  ascertain  the  amount 
of  damages,  has  no  force  as  an  adjudication  in  any  other 
action.  The  decree  must  be  a  final  decree  to  have  such  effect. 
The  decree  in  the  suit  brought  by  the  defendant  Creamery 
Package  Manufacturing  Company  against  these  [13]  plain- 
tiffs was  only  interlocutory.  Further,  the  questions  of  mo- 
nopoly, restraint  of  trade,  and  lack  of  title  are  new  in  this 
action,  and  were  not  litigated  or  at  issue  in  the  patent  in- 
fringement suit,  as  shown  by  the  pleadings  in  the  patent 
infringement  suit  set  forth  in  full  in  the  complaint  in  this 
action.  Harmon  v.  Struthers,  48  Fed.  Rep.  260;  Ex  parte 
National  EnameUng  Co.,  201  U.  S.  156;  McGourkey  v. 
Toledo  (6  Ohio  By.  Co.,  146  U.  S,  536 ;  Smith  v.  Vulean  Iron 
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Works,  166  U.  S.  618;  HunUston  v.  Stainihrop,  2  Wall.  106-, 
The  Keystone  Iron  Co.  v.  Martm,  132  U.  S.  91;  Water  Co. 
V.  Hutchinson,  160  Fed,  Rep.  41;  Brush  Electric  Co.  v. 
Western  Electric  Co.,  76  Fed.  Rep.  761 ;  AusPrdlian  Knitting 
Co.  V.  Gomdy,  188  Fed.  Rep.  92;  Roth  Tool  Co.  v.  New 
Amsterdam  Casualty  Co.,  161  Fed.  Rep.  709. 

This  conspiracy  was  a  continuing  offense;  every  overt 
act  committed  in  furtherance  thereof  was  a  renewal  of  the 
same  as  to  all  of  the  parties.  The  statute  of  limitations 
does  not  begin  to  run  until  the  commission  of  the  last  overt 
act.  Neither  can- the  parties  claim  a  vested  right  to  violate 
the  law.  19  Am.  &  Eng.  Enc.  (2d  ed.),  ^'Limitations  of 
Actions,  United  States  v.  Oreen,  116  Fed.  Rep.  348;  Och^  v. 
People,  124  Illinois,  399;  Spies  v.  People,  122  Illinois,  1;  8 
Cyc,  p.  678. 

It  is  an  elementary  principle  of  evidence  that  where  two 
or  more  persons  are  associated  together  for  some  illegal 
purpose  the  acts  or  declarations  of  one  of  them  in  reference 
to  the  common  object  are  admissible  against  them  all.  1 
Greenleaf,  §  111;  2  Wigmore,  §  1079;  American  Fur  Co. 
y.  United  States,  2  Pet  868;  S.  C,  8  Curtis,  188;  Clune  v. 
United  States,  169  U.  S.  693;  Wiborff  v.  United  States,  168 
U.  S.  666. 

A  combination  between  two  or  more  independent  and  com- 
peting corporations  engaged  in  manufacturing  and  selling 
under  letters  patent  and  having  an  interstate  trade  and  com- 
merce, to  eliminate  the  competition  between  [14]  them  and 
create  a  monopoly,  is  in  violation  of  the  Sherman  Anti-Trust 
Act.  Blount  Mfg.  Co.  v.  Yale,  166  Fed.  Rep.  666;  National 
Harrow  Co.  v.  Hench,  88  Fed.  Rep.  36;  S.  C,  76  Fed.  Rep. 
667;  S.  C,  84  Fed.  Rep.  226;  Bohhs-Merria  Co.  v.  Strauss, 
189  Fed.  Rep.  166;  Strait  v.  National  Harrow  Co.,  18  N.  Y. 
Supp.  224;  National  Harrow  Co.  v.  Bement,  47  N.  Y. 
Supp.  462;  Mines  v.  Scribner,  147  Fed.  Rep.  927;  Bement  v. 
National  Harrow  Co.,  186  U.  S.  70. 

The  court  will  not  render  its  aid  to  the  carrying  out  of 
a  scheme  prohibited  by  the  Sherman  Aiiti-Tnist  Act.  Nd- 
tional  Harrow  Co.  v.  Hench,  84  Fed.  Rep.  226;  Continental 
Wall  Paper  Co.  v.  Voight,  212  U.  S.  227;  Levy  v.  Kansas 
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Cityy  168  Fed.  Rep-  524;  Northern  Sec.  Co.  y.  Uniied  States; 
McMidlen  v.  H&ffman;  Thomson  v.  Thomson^  supra. 

Every  combination  resulting  directly  or  necessarily  in 
restraint  of  interstate  trade  is  prohibited.  It  is  immaterial 
what  kind  of  a  combination  it  is;  none  is  exempt;  a  com- 
bination to  prosecute  law  suits  is  as  much  prohibited  as  any 
other.    See  cases  cited  supra. 

To  wrongfully  charge  infringement  is  an  actionable 
wrong.  This  is  true  apart  from  any  claim  of  violation  of 
Sherman  Anti-Trust  Act.  (Also  to  say  that  a  person  has 
no  patent,  or  valid  patent.)  OvJmer  v.  Catvby^  101  Fed. 
Rep.  195;  26  Cyc.  263;  Bowsky  v.  Cimiotti  Vnhairing  Go.^ 
76  N.  Y.  Supp.  465;  Watson  v.  Trask^  6  Ohio,  581;  Cousins 
V.  Merraij  16  U.  C.  C.  P.  114;  Meyrose  v.  Adams,  12  Mo. 
App.  329;  25  Cyc.  559;  Flint  v.  Hutchinson  Burner  Co.,  110 
Missouri,  492;  Oerm  Proof  FOter  Co.  v.  Pasteur  Filter  Co., 
81  Hun.  49;  Wren  v.  WeOdyh.  R.  4  Q.  B.  781;  Swan  v.  Tap- 
pan,  5  Gush.  104;  McElwee  v.  BlaokweU,  94  Nor.  Car.  261; 
Snow  V.  Judson,  38  Barb.  210;  Dieks  v.  Brooks,  L.  R.  16  Ch. 
Div,  22;  Barley  v.  Walford,  9  Q.  B.  197. 

To  take  away  plaintiff^s  customers  by  intimidation  and 
threats  renders  defendants  liable  to  damages  under  the 
Sherman  Anti-Trust  Act.  Loewe  v.  Lawlor,  208  U.  S.  274; 
PeopWs  Tobacco  Co.  v.  Am.  Tobacco  Co.,  170  Fed.  Rep.  896. 

[15]  Plaintiffs  have  a  cause  of  action  at  common  law.  The 
Creamery  Package  Company  not  having  any  title  to  the 
patents  it  sued  upon,  had  ho  right  or  authority  to  prose- 
cute its  suit.  It  is  the  same  as  where  a  person  brings  a  suit 
in  the  name  of  another  without  any  authority  for  so  doing. 
The  person  so  doing  must  be  charged  with  knowledge  of  the 
kind  of  a  title  it  had.  38  Cyc  517;  Bond  v.  Chapin,  8  Mete. 
31;  MouUon  v.  Lowe,  32  Maine,  466;  Foster  v.  Dow,  29 
Maine,  442;  Smith  v.  Hyndman,  10  Cush.  (Mas^.)  654; 
Streeper  v.  Ferris,  64  Texas,  12 ;  Backett  v.  McMillan,  112 
Nor.  Car.  513;  Metcalf  v.  AUey,  24  Nor.  Car.  38. 

The  contracts,  conspiracy,  and  combination  of  the  two 
defendant  corporations  are  clearly  illegal  under  both  §§  1 
and  2  of  the  Anti-Trust  Aet  and  abo  at  common  law.  Con- 
tiMntalWaU  Paper  Co.  v.  Voight  <6c.  Go.^  212  U.  S.  227; 
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Standard  OU  Co.  \.  UnUed  States,  221 U.  S.  1 ;  United  States 
T,  Am.  Tobacco  Co.,  221  U.  S.  106;  Minnesota  v.  Creamery 
Package  Co.,  110  Minnesola,  415,  437;  S.  C.,  115  Minnesota, 
207;  Peck  v.  Heurich,  167  U.  S.  624;  Thompson  v.  Thomp- 
son (1802),  7  Ves.  468;  HUtonY.  Woods  (1867),  L.  R  4  Eq. 
482;  )8c<>^^  V.  Brown  (1892),  2  Q.  B.  724;  (??ar*  v.  Eagar 
(1894),  22  Can.  Sup.  Ct.  510;  Povyer  v.  PAeZon  (1884),  4 
Dorion  (Quebec)  67;  Little  v.  Hawkins  (1872),  19  Grant 
Ch-  (U.  C.)  267  (Ontario) ;  ColviOe  v.  &maa,  22  Ont.  L. 
Rep.  426;  19  Ann.  Cas.  615,  citing  Continental  WaB  Paper 
Co.  Case,  supra;  Johnson  v.  Van  Wyck,  4  App.  D;  C.  294; 
Oregerson  v.  lirOay,  4  Blatchf.  603;  10  Fed.  Cas.  No.  5796; 
Pirmey  t.  First  Nat.  Bank,  68  Kansas,  223;  75  Pac.  Bep. 
119;  1  Ann.  Cas.  381;  Wehmhoff  v.  Rutherford,  98  Ken- 
tucky,  91;  32  S.  W.  Bep.  288;  OUroy  v.  Badger,  27  Misc. 
Bep.  640;  58  N.  Y.  Supp.  392;  Gescheidt  v.  Quirk,  66  How. 
Pr.  272;  Roberts  v.  Yancey,  94  Kentucky,  243;  21  S.  W. 
Bep.  1047;  42  Am.  St  Bep.  867;  MUes  v.  Mutual  Reserve 
Fund  Life  Ass'n,  108  Wisconsin,  421;  84  N.  W.  Bep.  159; 
Bryn[l%]jolfson  v.  Dagner  (N.  Dak.),  109  N.  W.  Bep. 
320;  Burke  v.  Scharf  (N.  Dak.),  124  N.  W.  Bep.  79;  Keiper 
y.  MiOer,  68  Fed.  Bep.  627  (affirmed  in  70  Fed.  Bep.  128;  16 
CCA.  679). 

A  plaintiff  cannot  maintain  an  action  for  damages  for 
infcingement  of  letters  patent,  but  his  action  muBt  be  dis* 
missed,  when  he  acquired  the  title  to  his  cause  of  action  and 
claim  through  a  contract  against .  public  policy  because 
champertous-  6  Cyc.  881,  882,  889;  Stewart  v.  Welch,  41 
Oh.  St.  483. 

No  title  to  property  can  be  acquired  where  the  aet  of  such 
aoquiaition  is  criminal,  or  prohibited  by  statute^  or  where 
the  transler  is  made  as  a  part  of,,  or  a  step  in,  or  pursuant 
to,  an  act  prohibited  by  ^statute  or  against  puUic  policy. 
Pearce  v.  Rice,  142  U.  S/28;  Central  TransporteMon  Co.  v. 
PuOman^s  Car  Co.,  139  U.  S.  24;  MiUer  v.  Ammon,  146  U,  S. 
421;  20  Cyc.  987,  988,  and  cases  cited;  Holrnfm  et  al  v. 
Ringo,  86  Mississippi,  690. 

The  assignment  or  transfer  of  a  negotiable  security  upon 
an  iUegid  consideration  is  void,  and  confers,  no  title  to  the 
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instrument  on  the  assignee;  and  henoe  the  maker  of  the 
note  given  upon  a  valid  consideration,  may  defeat  a  recovery 
upon  it  by  an  assignee  who  won  it  at  a  game  of  cards. 
Drinkall.v.  Movius  State  Bank,  11  N.  Dak.  10;  14  Am.  A 
Eng.  Ency.  of  Law  (2d  ed.),  647,  4«8;  Thomas  v.  First  Nat. 
Bank,  213  Illinois,  261;  Burke  v.  Buck,  31  Nevada,  74;  99 
Pac.  B^.  1078;  21  Ann.  Cas.  625. 

Without  the  active  assistance  of  a  willing  court,  the  trust 
and  unlawful  object  must  have  failed ;  with  such  assistance, 
it  was  perfected.  A  court  will  not  lend  its  aid  to  the  accom- 
plishment of  an  unlawful  object.  Peck  v.  H enrich,  167 
U.  S.  624;  GrahMfh  v.  LaCroase  i6c.  Co.,  102  U.  S.  148;  Cen- 
trai  Transportation  Co.  v.  PnOman's  Car  Co.,  139  U.  S.  24; 
Ho  f  man  v.  Bullock,  34  Fed.  Kep.  248;  Forker  v.  Brown, 
30  N.  Y.  Supp.  827;  Gruber  v.  Baker,  20  Nevada,  472;  9 
L.  R.  A.  308. 

[17]  The  object  and  purpose  of  a  trust  must  be  legaL 
28  Am.  A  Eng.  Ency.  of  Law  (2d  ed.),  866,  867,  and  cases 
cited. 

An  association  formed  for  an  unlawful  purpose  cannot 
sue.    SO  Gyc.  29. 

A  corporation  cannot  be  formed  for  an  unlawful  pur- 
pose.   10  Cyc.  161,  and  notes. 

It  is  as  important  to  the  public  that  competition  should 
not  be  repressed  by  worthless  patents,  as  that  the  patentee 
of  a  really  valuable  invention  should  be  protected  in  his 
monopoly.  Pope  Mfg.  Co.  v.  GorrMdh/,  144  U.  S.  238; 
Minnesota  v.  Creamery  Package  Mfg.  Co.,  supra. 

Mr.  Emanuel  Cohen  and  Mr.  Amaea  0.  Paul,  with  whom 
Mr.  John  B.  Atwater,  Mr.  Ffwik  W.  Shaw,  Mr.  George  C. 
Fry,  and  Mr.  W.  A.  Sperry  were  on  the  briefs,  for  defend- 
ants in  error: 

* 

The  1897  contract  between  the  two  defendants  was  not 
in  restraint  of  trade,  nor  an  attempt  to  create  a  monopoly. 

In  order  to  condemn  an  agreement  as  void  uiider  the  act 
of  July  2,  1890,  its  dominant  purpose  must  be  an  inter- 
ference with  interstate  or  international  commerce.  (7tn- 
citmaH,  Ac.  Packet  Company  v.  Bay,  200  T7.  S.  179;  Hop- 
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Um  ▼.  {7fielMi  ^^€9,  171  U.  S.  678,  S92;  {7iid<6ir  JSttate$  v. 
/dtn^  Tm;^  Associakan^  171  U.  S.  Ii05,  668;  AtuUnon^  ▼. 
I7iie^  >8'to^,  171  U.  S.  604,  M6;  AddysUm  Pipe  Co.  ^ 
?7mV€rf  /S^o^,  176  U.  S.  211,  229;  Northern  Seemn^ies  C^. 
V.  Umted  States,  193  U.  S.  197,  SBVy  Field  ¥.  Barber  AspkaU 
Co.j  194  U.  S.  618,  623;  Standard  OU  Ce.  ▼.  27mtoi;  Sietee^ 
221  U.  S.  1,  66;  Union  Paoific  Coal  Co.  v.  United  Statee, 
178  Fed.  Rep.  737. 

The  agreemeat  of  June,  1898,  between  tibe  two  defendants 
was  not  in  violation  of  the  Sherman  Act. 

Even  if  the  Greamo^  Cerapany  were  assmaed  to  be  a 
party  to  an  unlawful  combination  in  restraint  of  tnule^ 
this  would  not  deprive  it  of  its  right  to  sue  for  infringe- 
[18]  ment  of  its  patents.  Strait  y.  Noftiondl  Harrow  Com- 
pamy,  61  Fed.  Bep.  ^l^^CownoRy  v.  U^nion  Sewer  Pipe  Cam- 
pmy,  184  U.  S.  640.  See  also  FHUs  v.  Palmer,  182  U.  S. 
283;.  Dicherman  t.  Northern  Tmst  Co.,  176  U.  8.  181,  190; 
Simth  Dakota  v.  NoHh  Carolina,  192  U.  S.  286,  811;  Harris 
man  y.  Northern  Securities  Co.,  197  U.  S.  244,  291;  In  re 
MetropoUtan  Railway  Beeeiverehip,  908  U.  S.  90,  111;  /n- 
temational  Harvester  Co.  y.  Clements,  168  IVfichigftnr,  66. 

None  of  tlie  contracts  contained  any  pvovisifHis  for  bring- 
ing action  against  alleged  infringers  of  patents  lor  tiie  pur- 
pose of  driving  them  out  of  business. 

The  evidence  did  not  warrant  the  jury  in  fin^fe^  sasy 
agreemoit  or  ocNDspiracy  between-  the  defendants  to  brkig 
the.patent  suits  for  the  purpose  of  driving  the  pladntaffis  out 
of  business. 

The  owner  of  a  paiteat  may  notify  infringers  of  his 
claims  and  warn  tiiem  that  unless  tiiey  desist,  suits-  wflt  be 
brought  to  proteet  him  in  his  legal  rights.  The  only  limita- 
tion on  the  right  to  issue  such  warmngs  is  the  requsemenl; 
of  good  faith.  KeO/y  v.  TpsOmti  Dress  Stcty  OiK,  44  Fedt 
Bep»  19;  CompHting  SeaUr  Co;  v.  National  CompBttnjf 
Scale  Co.,  79  Fed.  Rep.  962;  Farquhar  Co.  v.  Nationat  Har^ 
rtm  Co.,  102  Fed.  Rep.  714;  Adriemee,  PlcOt  df  Co.  v.  Na- 
tional  Earrmo  Co.,  121  Fed.  Bep.  827;  Warren  Feuthsr^eme 
Coi  y*  Landauer,  181  Fed.  Bep.  180;  Mi^eheU  v.  Intemth 
tiami  dbe.  Co.,  169  Fed.  Bep.  14&;  80  Cyc.  1064. 
e6g2S*_TaL  4—17 82 
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There  is  nothing  in  this  case  to  indicate  that  any  of  the 
warnings  issued  by  the  defendants  were  made  in  bad  faith, 
and  they  were  promptly  followed  by  the  institation  of  the 
infringement  suits. 

The  1897  agreements  had  to  be  solely  with  the  settlement 
of  litigation  then  existing  or  apprehended,  with  the  result 
that  a  large  amount  of  litigation  was  settled,  and  the  parties 
relieved  from  vexation  and  expense  and  enabled  to  proceed 
with  their  business.  BemerU  v.  National  Harrow  Go.^  186 
U.  S.  70,  93. 

[19]  None  of  the  1897  agreements  was  in  restraint  of 
trade. 

The  restraint  of  trade  was  not  greater  than  the  circum- 
stances of  the  transaction  required.  CinciMfuiti  dhc.  Packet 
Con  V.  Bay^  200  U.  S.  176;  Shawnee  Compress  Go.  v.  Ander- 
son^ 209  U.  S.  423;  WhUweU  v.  Gontmental  Tobacco  Go.^ 
126  Fed.  Bep.  454,  461.  Stipulations  of  the  kind  involved 
are  frequent  and  valid.  LUOefield  v.  Perry,  21  Wall.  205. 
They  do  not  contravene  public  policy.  WesUnghottse  Go.  v. 
GhUxtgo  dbe.  Oo.^  85  Fed.  Bep.  786;  Reece  v:  Fenwick^  140 
Fed*  Bep.  287,  288. 

Nor  was  the  June,  1898,  agreement  in  restraint  of  trade. 

The  stipulations  in  the  Owatonna  Manufacturing  Com- 
pany agreements  as  to  prosecuting  infringers  were  usual 
covenants,  nor  warranting  the  inference  of  a  purpose  to 
drive  competitors  out  of  business  by  groundless  suits.  See 
collections  of  forms  in  Jones'  Legal  Forms,  pp.  735,  739, 
741;  Foster  v.  OoldschnUdt,  21  Fed.  Bep.  70;  Macon  Knit- 
ting  Go.  v.  Leicester  Con.  ZliUs  Co.,  118  Fed.  Bep.  844;  WU- 
fiey  V.  New  Standard  Con.  Co.^  164  Fed.  Bep.  421 ;  Gritcher 
Y.  Linker^  169  Fed  Bep.  668;  Jackson  v.  AUen^  120  Massa- 
diusetts,  64;  The  Fomcrook  Mfg.  Co.  v.  Beamum  Wire  Co.y 
08  MiidiigaQ,  195;  Croninger  v.  Paige^  48  Wisconsin,  229; 
Washbwm  db  Uoen  Mfg.  Co.  v.  Southern  Fire  Co.^  87  Fed. 
Bep.  428. 

The  Owatonna  agreements  had  to  do  wholly  with  manu* 
faotuie,  and  were  thus  beyond  the  purview  of  the  Sher- 
man law.  United  States  v.  Kmght  Co.^  156  IT.  S.  1 ;  United 
States  V.  Northern  Securities  Co.,  120  Fed.  Bep.  721,  728; 
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Diamond  Glue  Go.  v.  United  St(Ue$  Glue  Co.,  187  U.  S.  611, 
616;  ComeU  v.  Coyne,  192  U.  S.  418,  428;  Loewe  v.  Lawler, 
208  U.  S.  274,  297. 

The  Owatonna  agreements  had  to  do  wholly  with  pat- 
ented articles  and  were  thus  beyond  the  purview  of  the 
Sherman  law.  Bement  v.  National  Harrotv  Co.,  186  U.  S. 
70,  91 ;  Henry  v.  Dick  Co.,  224  U.  S.  1,  28. 

The  general  agreement  had  for  its  purpose  the  pre- 
[20]  vention  of  ruinous  competition  in  chums  and  the 
avoidance  and  settlement  of  litigation  and  did  not  consti- 
tute an  undue  restraint  of  interstate  commerce  within  the 
Sherman  law,  nor  does  it  show  a  design  to  drive  competi- 
tors out  of  business  by  groundless  suits.  WhiiweU  v.  Con^ 
tinentcd  Tobacco  Co.,  125  Fed.  Rep.  464;  United  States  v. 
Standard  Oil  Co.,  173  Fed.  Rep.  177. 

A  contract  is  not  to  be  assumed  to  contemplate  unlawful 
results  unless  a  fair  construction  requires  it  upon  the  estab- 
lished facts.  Cincinnati  Packet  Co.  v.  Bay,  200  U.  S.  179, 
184. 

The  subsequent  conduct  of  the  Creamery  Company  in 
using  names  other  than  its  own,  and  in  acquiring  other 
concerns,  does  not  tend  to  show  a  design  to  drive  competitors 
out  of  business. 

The  Creamery  Company  has  never  monopolized  or  at- 
tempted to  monopolize  any  part  of  interstate  commerce 
within  the  meaning  of  the  Sherman  Act.  See  Noyes  on 
Corporate  Relations,  §  389,  p.  711;  National  Cotton  Oil  Co., 
V.  Texas,  197  U.  S.  115. 

Even  if  the  Creamery  Company  had  monopolized  a  sub- 
stantial part  of  interstate  conmierce,  no  casual  connection 
is  shown  between  its  acts  and  the  damages  claimed  by  plain- 
tiffs.   21  Am.  &  Eng.  Ency.  (2d  ed.),  480;  29  Cyc,  439. 

An  executed  illegal  contract  carries  title  to  its  subject- 
matter  in  the  same  way  as  if  the  contract  were  legal,  unless 
the  law  violated  declares  to  the  contrary.  15  Am.  &  Eng. 
Ency.  932;  McMuOen  v.  Hoffman,  174  U.  S.  639;  Fritta  v. 
Pahner,  182  TJ.  S.  282. 

The  Sherman  law  does  not  forbid  the  passage  of  title, 
but,  on  the  contrary,  impliedly  sanctions  it.    OonnoUy  v. 
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l/fdon  Sewer  Pipe  Co.^  184  U.  S.  540;  Harriman  r.  Northern 
SecwiUes  Co.,  197  U.  8.  244. 

The  executed  illegal  contract  is  given  the  same  effect  as 
respects  the  passage  of  title  as  would  be  given  to  a  legal 
f21]  contract  of  the  same  tenor  and  effect.  Strait  v.  Na- 
tional Harrow  Co.,  61  Fed.  Rep.  819;  Edison  Electric  Light 
Co.  V.  Sawyer  Mann  Electric  Co.,  53  Fed.  Rep.  592;  Soda 
Fountain  Co.  v.  Green,  69  Fed  Rep.  888 ;  Bonsack  Machine 
Co.  V.  Smith,  70  Fed  Rep.  888;  Saddle  Co.  v.  Troxel,  98 
Fed  Rep.  620;  National  Folding  Box  Co.  v.  Robertson^  99 
Fed.  Rep.  985 ;  Otis  Elevator  Co.  v.  Oeiger,  107  Fed.  Rep. 
131 ;  General  Electric  Co.  v.  Wise,  119  Fed.  Rep.  922 ;  Fuller 
r.  Berger,  120  Fed.  Rep.  274;  Motion  Picture  Patents  Co. 
V.  LaemvnUe,  178  Fed.  Rep.  104 ;  Motion  Picture  Patents  Co, 
V,  VUman,  186  Fed.  Rep.  174;  but  see  contra,  National  Har- 
row Co.  V.  Quick,  67  Fed.  Rep.  130,  which  was  affirmed  on 
a  different  ground. 

The  plaintiffs  suffered  no  damage  by  the  successful  prose- 
cution of  the  suit  against  them. 

The  system  of  remedies  applied  in  Federal  courts  does 
not  permit  a  pending  suit  in  equity  to  be  used  as  a  ground 
of  recovery  at  law. 

The  plaintiffs  are  in  fact  prosecuting  a  suit  for  malicious 
prosecution  in  defiance  of  the  rule  that  such  a  suit  is  not 
maintainable  unless  the  primary  suit  has  terminated  in  their 
favor. 

Under  the  Sherman  Act  the  injury  counted  on  must  be  of 
a  kind  actionable  at  common  law.  The  statute  does  not  over- 
ride Iftie  rules  as  to  damnum  absque  injuria.  Whitwell  ▼. 
Continmtdl  Tobacco  Co.,  125  Fed.  Rep.  464,  461;  Pennsyl- 
vania R.  R.  Co.  V.  Marchant,  119  Pa.  St  661;  Smith  v. 
Wilcox,  47  Vermont,  537,  545;  Hortenstine  v.  Virgima- 
Carotina  Ry.  Co.,  102  Virginia,  914;  Connolly  v.  Western 
Union  Telegraph  Co.,  100  Virginia,  61 ;  Tyler  v.  West.  &n. 
Tel.  Co.,  54  Fed.  Rep.  634;  Crescent  Live  Stock  Co.  v. 
Slaughter  House  Co.,  120  XT.  S.  141, 147;  26  Cyc.  56. 

According  to  the  weight  of  authority  and  reason  a  suit  for 
the  malicious  prosecution  of  a  civil  action  is  not  siaintaui* 
abl9  imless  there  be  an  interference  with  person  or  property. 
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WiOard  v.  HolmeM,  142  N.  Y.  492;  Burt  x.  SmUky  181 
N.  Y.  1. 

[22]  The  difference  of  opim<m  is  stated  and  the  cases  col- 
lected in  21  Am.  Law  Keg.  281-353  (article  by  Laws<»i) ; 
9&  AnL  St.  Rep.  466-469  (article  by  Freeman);  McCar- 
mick  Harvester  Machine  Co.  v.  Willan^  63  Nebraska,  391; 
4  Current  Law,  pp.  472-474  (article  by  Longsdorf ) ;  *  19 
Am.  &  Eng.  Ency.  652,  653;  26  Cyc,  pp.  14-16;  Wetmore 
y.  MelUngerj  64  Iowa,  741;  Dorr  Cattle  Co.  v.  Dee  Moines 
NatioTial  Bankf  127  Iowa,  153;  Smith  y.  Michigan  Buggy 
Co.^  175  Illinois,  619;  Potts  v.  Imlay^  4  N.  J.  L.  377;  Luby 
V.  Bennett,  111  Wisconsin,  613;  contra,  see  Kolka  y.  Jones, 
6  N.  Dak.  461;  71  N.  W.  Rep.  568;  Bumap  v.  Albert,  4 
Fed.  Cas.  761  (No.  2170) ;  Cooper  v.  Armmr  (C.  C,  N.  Y.), 
42  Fed.  Rep.  215;  Bishop  v.  American  Preservers  Co.  (C.  C, 
111,),  51  Fed.  Rep.  272;  Wade  v.  National  Bank  of  Com- 
m^erce  (C.  C,  Wash.),  114  Fed  Rep.  377;  Tamblyn  ▼.  Johns- 
ton (C.  C.  A.,  8«i  Giro.),  126  Fed.  Rep.  267,  270;  Wilkin- 
son V.  OoodfeUoW'Brooks  Shoe  Co.  (C.  C,  Mo.),  141  Fed. 
Rep.  218. 

Eyen  in  jurisdictions  where  a  suit  may  be  maintained 
without  interference  with  persons  or  property  the  want  of 
probable  cause  must  be  yery  clearly  proyen.  There  is  in 
this  case  no  eyidence  at  all  of  want  of  probable  cause. 
Eickhof  y.  Fidelity,  dbe.,  Co.,  74  Minnesota,  189;  Bigelow, 
Torts,  78;  Newall,  Mai.  Pros.  36;  Cooky,  Torts,  207;  Fergu- 
son y.  Amowj  142  N.  Y.  580,  583. 

Eyen  if  the  prosecution  of  the  Owatonna  Manufacturing 
Company's  suit  constituted  an  actionable  injury,  such  in- 
jury did  not  arise  from  anything  forbidden  or  declared 
unlawful  by  the  Sherman  Act. 

The  complainants  haye  waiyed  their  right  to  the  penalty 
under  the  Sherman  Act  by  bringing  suit  in  the  State  court 
for  malicious  prosecution.  /Etna  Insurance  Co.  y.  Swift, 
12  Minnesota,  487,  446;  Ency.  PI.  &  Pr.  864;  15  Cyc  260; 
Robb  y.  Vos,  155  U.  S.  13;  Bierce  y.  Hutchms,  205  U.  S.  340, 
346;  Klipatein  dk  Co.  y.  Or(mU,  141  Fed.  B«p.  72;  Water  Co. 
y.  HutchiMon,  160  Fed.  Rep.  41. 

[28]  A  patent  owner  may  notify  infringers  of  his  dainvs 
and  threaten  them  with  a  suit  unless  they  desist    If  he 
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does  this  in  good  faith,  believing  his  claims  to  be  valid,  and 
brings  his  suit  with  reasonable  diligence  he  is  acting  within 
his  rights  and  incurs  no  liability.  There  is  no  evidence  of 
bad  faith  in  the  record.  Kelley  v.  Ypsilanti  Mfg.  Go.^  44 
Fed.  £ep.  119;  Computing  Scale  Co.  v.  National  Scale  Co.^ 
79  Fed.  Rep.  962;  Farqukar  Co.  v.  National  Harrow  Co.^ 
l(fe  Fed.  Rep.  714;  Adriance,  Piatt  <&  Co.  v.  National  Har- 
row Co.^  121  Fed.  Rep.  827;  Warren  Featherbone  Co.  v. 
LandaueTy  151  Fed.  Rep.  180;  Dittgen  v.  Racine  Paper 
Goods  Co.y  164  Fed.  Rep.  84;  Mitchell  v.  International^  ^c, 
Co.,  169  Fed.  Rep.  145. 

The  warnings  considered  as  a  separate  cause  of  action 
were  barred  by  the  statute  of  limitations.  Chattanooga 
Fovmdry  Co.  v.  Atlantct,  203  U.  S.  390;  Huntington  v.  At- 
triUy  146  U.  S.  657,  608;  Brady  v.  Daly,  175  U.  S.  148,  155, 
166. 

There  is  nothing  in  the  evidence  to  show  that  either  of 
the  defendants  had  any  improper  or  unlawful  connection 
with  the  infringement  suit  brought  by  the  other. 

A  combination  to  bring  suits  is  not  within  the  Sherman 
Act. 

The  public  is  not  entitled  to  competition  among  patent 
owners  or  licensees,  and  therefore  combinations  relatiog  to 
United  States  patents  are  not  within  the  Sherman  Act. 
Northern  Securities  Co.  v.  United  States,  193  U.  S.  197,  331; 
Board  of  Trade  v.  Christy  Grain  Co.,  198  U.  S.  236,  252. 

If  the  Sherman  Act  applies  to  combinations  among  patent 
owners,  the  patentee's  power  of  assignment  is  limited,  and 
to  that  extent  his  exclusive  rights  are  destroyed. 

Patent  owners  may  lawfully  secure  for  themselves,  through 
a  combination  of  their  patents,  a  traffic,  however  extensive, 
in  unpatented  articles.  Henry  y.  A.  B.  Dick  Compawy,  224 
U.  S.  1. 

[S4]  Mr.  Justice  McElEKna  delivered  the  opinion  of  the 
court. 

Action  for  the  recovery  of  damages  in  the  sum  of 
$406,881.60,  being  the  total  of  certain  specific  items  men- 
tioned in  the  complaint^  and  for  all  other  damages  sus- 
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tained  by  plaintiffs  (so  designated  throughout  this  opinion) 
by  virtue  of  the  facts  stated,  including  all  sums  that  they 
«re  entitled  to  under  the  provisicms  of  the  Anti-Trust  Act 
of  1890,  July  2,  1890,  26  Stat.  209,  c.  647,  together  with 
an  attorney's  fee.  The  grounds  of  recovery  are  set  forth 
in  the  complaint,  which,  inclusive  of  exhibits,  occupies 
150  pages  of  the  record,  and  seems  to  make  impossible  any 
attempt  at  brevity  or  condensation.  The  case,  however,  is 
not  in  wide  compass  and  attention  may  be  concentrated  upon 
certain  considerations.  The  contention  of  plaintiffs  in  its 
most  general  form  is  that  the  def aidants  entered  into  a  con* 
spiracy  or  combination  in  restraint  of  interstate  trade  and 
in  exeouti<m  of  it,  plaintiff's  interstate  business  was  destroyed 
by  defendants  wrongfully  prosecuting  two  suits  against 
them  for  the  infringement  of  patents  under  which  the 
articles  of  their  trade  were  manufactured  and  by  circulating 
slanders  and  libels  to  the  effect  that  sudi  articles  ware  in- 
fringements of  defendants'  patents.  A  cause  of  acti<m  is 
hence  asserted  under  §  7  of  the  Anti-Trust  Act.  The  sec- 
tion is  as  follows: 

Any  person  who  shall  be  injured  in  his  business  or  property  by 
any  other  person  or  corporation  by  reason  of  anything  forbidden  or 
.declared  to  be  unlawful  by  this  act,  may  sue  therefor  in  aoy  circ^t 
court  of  the  United  States  in  the  district  in  which  the  defendant 
resides  or  is  found,  without  respect  to  the  amount  in  controversy, 
and  shall  recover  three  fold  the  damages  by  him  sustained,  and  the 
costs  of  suit,  including  a  reasonable  attorney's  fee. 

To  justify  recovery,  therefore,  injury  must  result  from 
something  forbidden  or  made  imlawful  by  the  act,  and  [S5] 
what  is  forbidden  or  made  unlawful  is  expressed  in  §§  1 
and  2.    Section  1  is  as  follows: 

Every  contract,  combination  in  the  form  of  trust  or  otherwise,  or 
conspiracy,  in  restraint  of  trade  or  commerce  among  the  several 
States,  or  with  foreign  nations,  is  hereby  declared  to  be  ille- 
gal.   ••    • 

The  acts  forbidden  are  made  a  misdemeanor.  And  by 
§  2  it  is  also  made  a  misdemeanor  for  any  person  to  ^^  mo- 
nopolize, or  attempt  to  monopolize,  or  combine  or  conspire 
with  any  other  person  or  persons,  to  monopolize,  any  part 
of  the  trade  or  commerce  among  the  several  States,  or  with 
foreign  nations." 
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33ie  quaiiiaii  oeoun,  I>o  ih»  facte  of  the  case  eliew  m 
ineack  of  the  law  bjr  dBfendante  and  injury  reaultuig  from 
it  to  pl^infcitfftf  The  following  facts  are  alleged:  On  tike 
SMtii  of  Frt)ruarj,  1898,  or  juet  prior  thereto,  certain  cor- 
l^oraitions,  and  one  partnersUp  were  engaged  in  making  or 
aeUing  •creamery  supplies,  iaelxiding  combined  chums  and 
batter  workers,  and  trancqportiikg  thcHi  in  State  and  inter- 
state eoouneroe.  AU  of  the  -corporatimis  and  the  partner- 
ship were  in  direct  ooaipetition  in  their  lines  of  businesB 
aad  as  the  result  ef  it  all  of  the  artidas  manufactured  and 
aeid  by  them  were  sold  at  no  mon  than  a  fair  price  and 
legitinate  profit.  The  eorporatians  contPoUed  oyer  96  per 
cent  of  &B  business  0t  manufacturing  and  seUing  creamery 
aad  dairy  suppbes  in  the  States  of  Michigan  and  Indiana 
a&d  in  all  the  States  wtet  and  in  some  of  the  States  east 
thereof,  manufacturing  the  artides  in  one  or  more  ctf  the 
States  and  shippifig  by  the  same  common  carriers  from  &e 
States  where  monufactinnd  to  other  l^tes  and  distributing 
a&d  selling  such  articles  there. 

On  the  24th  of  February,  1898,  the  Creamery  Package 
Manufacturing  Compaay^  one  of  the  corporations,  and  its 
stodchcdders,  then  engaged  in  the  manufacture  and  sale  of 
daily  and  creamery  supplies  but  not  of  [Sft]  combined* 
chums  and  butter  woi^ers,  it  being  as  to  the  latter  only 
the  agent  for  their  sale,  entered  into  a  contract  with  the 
other  corporations  and  the  partnership  by  which  it  was 
agreed  to  increase  the  capital  stock  of  the  Creamery  Pack 
age  Manufacturing  Company  to  enable  it  to  purchase  the 
property'  and  business  of  the  other  corporations  parties  to 
the  contract,  including  in  the  property  all  patents  and  appli- 
cations for  patents. 

The  contract  is  very  elaborate  and  veibose,  but  we  need 
not  give  its  particular  covenants,  as  no  point  is  made  upon 
them,  it  being  only  alleged  and  contended  that  its  purpose 
and  effect  were  that  the  Creamery  Package  Manufacturing 
Company  should  acquire  the  property  and  business  of  the 
other  corporations,  and  that  while  the  latter  should  cease 
to  exist  they  should  be  represented  as  continuing  as  separate 
and  indei>endent  concerns  and  competitors  in  the  market 
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intk  the  Creamery  Package  Manafactaring  CSompany  and 
with  one  another,  while  in  truth  and  fact  theie  would  be 
no  oempetition  between  them. 

It  is  alleged  ikat  in  execution  of  the  purpose  of  the  con- 
tract traveling  men  from  the  different  houses  under  instme- 
tions  from  the  Creamery  Package  Manufacturing  Company 
met  and  secretly  arranged  the  bid  each  should  interpose, 
determining  by  lot  and  other  ways  who  should  inteipose  the 
lowest  bid  and  who  the  highest 

The  Owatonna  Ccmipany  was  not  a  party  to  that  contract, 
but  it  is  contended  that  it  participated  in  or  is  brought  into 
the  scheme  and  purpose  of  the  contract  by  certain  agre^nents 
entered  into  by  it  with  the  Creamery  Package  Manufactur- 
ing Company.  They  are  all  attached  to  the  complaint  as  ex- 
hibits and  may  be  described  as  transferring  certain  patents 
or  the  right  to  use  certain  patents  to  the  Creamery  Package 
Manufactur-[S7]ing  Company.  A  brief  summaiy  of  them 
is  given  in  the  margin.* 

•The  first  of  tlie  agreements  between  tbe  companies  was  made 
A|krU  19.  1807  (that  was  before  the  contract  of  Feb.  24,  1S88),  and 
recited  that  the  Owatonna  Company  was  the  owner  ci  certain  patents 
covering  combined  chums  and  butter  workers  and  was  manufacturing 
the  same,  and  that  as  the  Creamery  Package  Manufactnrtng  Company 
was  desirous  of  handling  the  same  as  sole  agents,  tbe  agreement  was 
made.  It  conveyed  fire  patents  issued  between  January,  1888,  and 
August,  1880,  and  applications  for  another.  There  were  pr«rrlsionB  as 
to  the  sise,  material,  and  other  details ;  also  as  to  royalties  to  be  paid 
to  the  Disbrow  ICanufacturing  Company.  And  the  Owatonna  Com- 
pany agreed  to  protect  the  Creamery  Package  Manufactaring  Com- 
pany from  aU  suits  lor  infringement  of  the  patenti  or  (Claims  for 
damages  arising  •nt  of  the  sales  at  the  chums  and  promptly  and  vlg- 
oKonsly  to  attack  infringers  and  to  procure  patents  on  aU  improve- 
meats  made  by  it  er  by  any  person  in  its  behalf. 

There  was  an  additton  to  '*  e  contract  made  June  4, 1887,  in  regard 
to  the  reiMiir  parts  of  the  '^  Winner  '*  churns  and  the  repair  and  per- 
leetiMi  of  the  same,  and  the  rebate  from  the  biHing  price. 

On  January  12,  1888»  a  supplenieatal  contract  was  made  by  tb/e 
same  paelieB  as  to  the  disposttlott  of  the  royalties  received  under  a 
license  contract  made  September  90,  1887,  with  the  Cornish,  Curtis 
k  Cbreene  'laaufikcturlag  Company,  of  Fort  Atkinson,  Wisconsin. 

On  June  4,  1886»  another  agreement  was  made  between  the  parties 
which  referred  to  the  agreement  4d  April,  1887,  and  to  the  pendoicy 
of  litigation  based  on  the  infringement  or  charges  of  infringement  of 
the  patents  with  which  that  contract  was  concerned.    For  the  purpose 
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[28]  It  is  alleged  that  on  July  8,  1904,  the  Creameiy 
Package  Manufacturing  Company  and  the  Owatonna  Com- 
pany brought  suit  separately  in  the  Circuit  Court  of  the 
United  States  for  the  First  Division  of  the  State  of  Minne- 
sota, at  Winona,  against  the  plaintiffs,  charging  infringe- 

of  adjusting  aU  claims  growing  out  of  such  infringement  and  settling 
the  litigation  between  the  Owatonna  Ck)mpany  and  F.  B.  Fargo  & 
Co.,  whose  rights  the  Creamery  Package  Manufacturing  Co.  had  ac^ 
quired,  it  was  agreed  that  one  of  the  suits  which  was  named,  and  in 
which  proofs  had.  been  taken,  should  be  brought  to  a  speedy  hearing 
and  all  other  suits  dismissed. 

The  Creamery  Package  Manufacturing  Company  agreed  not  to 
mannfactmre  the  machine  known  as  the  "  Winner  "  or  the  "  Disbrow," 
both  referred  to  in  the  contract  of  April,  1S97,  called  the  "  sales  con- 
tract," or  any  other  of  a  described  kind  made  by  the  Owatonna 
Company,  but  was  at  liberty  to  manufacture  and  sell  churns  and  but- 
ter workers  of  any  other  construction.  Satisfaction  of  aU  royalties, 
damages,  and  costs  was  agreed  on. 

The  sales  contract  was  continued  in  force  and  there  was  added  to 
it  a  provision  entitling  the  Owatonna  Company  to  furnish  55  pw  cent 
in  value  at  list  price  of  the  chums  and  butter  workers  sold  by  the 
Creamery  Package  Manufacturing  Company  in  each  year  after  the 
date  of  the  contract.  If  less  than  that  per  cent  should  be  made  and 
furnished  by  the  Owatonna  Company,  certain  sums  were  provided  to 
be  paid  by  the  other  company.  And  the  latter  company  agreed  not 
to  discriminate  against  the  machines  manufactured  by  the  Owatonna 
Company  in  favor  of  machines  of  its  own  manufacture  or  of 
other  manufacturers,  and  that  it  would  give  to  the  machines  of  tlie 
Owatonna  Company  the  same  effort  and  energy  to  effect  their  sale. 
The  Owatonna  Company  agreed  to  protect  the  patents  and  prosecute 
infringers  and  give  assistance  to  the  Creamery  Package  Manufactur- 
ing Company  in  the  prosecution  of  infringers.  Permission  was  given 
to  the  Owatonna  Company  to  use  the  "Disbrow"  and  "  Winner  *• 
chums  owned  by  the  Creamery  Package  Manufacturing  Company  or 
to  be  acquired  by  It  There  was  also  an  agreement  made  on  the  4Ch 
of  June,  1898,  between  the  parties  in  settlement  of  claims  on  account 
of  the  use  of  patents  with  certain  other  parties  besides  F.  B.  Fargo 
k  Co.,  whose  business  the  Creamery  Package  Manufacturing  Co.  had 
acquired.  There  was  a  provision  for  paying  royalties  to  the  Disbrow 
Co.,  with  other  details  not  necessary  to  mention. 

On  January  1,  1908,  another  agreement  was  entered  into  between 
the  parties  which  disposed  of  and  adjusted  rights  and  contentions  as 
to  patents  for  a  machine  called  a  pasteurizer  and  cream  ripener. 
By  an  agreement  made  January  1,  1908,  the  prices  provided  for  in 
the  sales  contract  were  changed  in  certain  particulara 
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ment  of  patents  for  chums  and  butter  workers.  The  bills 
in  the  suits  are  attached  to  the  complaint  in  this  action 
and  ar^  in  the  usual  form.  Process  was  issued  and  the 
plaintiffs  here  answered.  Upon  proofs  taken  a  decree  was 
entered  in  favor  of  plaintiffs  and  against  the  Owatonna 
Company  in  the  suit  brought  by  it.  It  is  not  alleged  in 
the  complaint  but  it  is  in  the  answer  of  the  Creamery 
[29]  Package  Manufacturing  Company  and  not  denied  that 
it  obtained  a  decree  adjudging  plaintiffs  here  infringers  of 
the  patents  which  were  the  subject  of  the  suit. 

It  is  alleged  that  the  defendants  here  conspired  with  one 
another  to  commence  and  prosecute  the  suits  and  that  they 
were  commenced  and  prosecuted  maliciously  and  without 
probable  cause,  whereby  plaintiffs  were  caused  certain  items 
of  damages. 

The  other  allegations  of  the  complaint  need  not  be  re- 
peated in  detail.  They  are  to  the  effect  that  the  contract 
of  February  24,  1898,  was  made  in  violation  of  law  to 
Restrain  State  and  interstate  trade  and  commerce  and  that 
all  that  was  done  under  it  was  in  pursuance  and  execution 
of  that  purpose,  including  the  suits  brought  against  plain- 
tiffs by  the  Owatonna  Company  and  the  Creamery  Package 
Manufacturing  Company  for  the  infringement  of  patents. 
That  prior  to  the  bringing  of  those  suits  plaintiffs  had  a 
good  and  established  trade  and  market  for  their  chums  and 
were  manufacturing  and  shipping  them  in  the  States  of 
Wisconsin,  Iowa,  and  South  Dakota,  and  knowing  this  and 
fearing  that  such  trade  would  be  continued  in  those  States  and 
be  extended  to  other  States,  defendants  commenced  the  suits 
for  infringement,  and  prior  thereto  and  since  have  written 
letters  and  talked  to  purchasers  and  prospective  purchasers 
of  plaintiffs'  chums,  threatening  lawsuits  and  actions  for 
damages  for  infringement  of  the  patents  described  in  the 
bills  and  also  threatened  suits  for  injunction,  and  by  this 
means  destroyed  plaintiffs'  State  and  interstate  trade. 

That  plaintiff  D.  E.  Virtue  and  one  Martin  Deeg  were 
the  first  joint  inventors  of  a  churn  and  butter  worker  and 
that  a  patent  was  issued  therefor,  No.  634,074,  under  which 
they  manufactured  those  articles  and  sold  them  in  State  and 
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interstate  commerce  except  as  they  had  been  prevented  by 
the  suits  brought  against  them  as  hereinbefore  stated.  And 
by  elaborate  allegations  the  patents  upon  [80]  which  those 
suits  were  brought  are  attacked  for  want  of  invention  and 
novelty. 

That  the  Creamery  Package  Manufacturing  Company  has 
purchased  t^  property  and  business  of  other  competitive 
concerns  and  that  it  has  had  during  the  last  several  years 
contracts  with  many  and  numerous  dealers  in  the  articles 
sold  by  which  it  required  them  to  purchase  such  goods  ex- 
clusively of  it  at  certain  fixed  and  maintained  prices  and 
to  sell  only  in  certain  designated  territory,  the  object  of 
which  is  to  secure  a  monopoly  to  the  Creamery  Package 
Manufacturing  Company  and  to  restrain  interstate  com- 
merce. That  all  of  the  acts  detailed  were  done  in  pursuance 
of  a  common  scheme  and  conspiracy  on  the  part  of  all  of 
the  defendants  during  the  years  1897  and  1898  and  ever 
since  maintained  and  carried  out,  limiting  the  production 
of  creamery  supplies,  fixing  and  determining  their  priccai 
restraining  trade  in  them  and  monopolizing  over  90  per 
cent  of  their  production  and  sale,  of  which  prior  to  one  year 
before  the  bringing  of  this  action  plaintiff  had  no  knowl- 
edge or  notice  except  the  two  suits  in  equity  and  the  contract 
by  which  Virtue  and  Deeg  transferred  to  the  Creamery 
Package  Manufacturing  Company  the  exclusive  right  to 
manufacture  the  chum  and  butter  worker  under  patent  No. 
684,074  for  the  period  of  three  years.  That  they  did  not 
know  that  that  contract  was  procured  as  part  of  the  schemes 
of  defendants.  That  they  were  at  no  time  parties  to  acts  of 
defendants  and  did  not  know  of  the  wrongful  contracts  and 
combinations  until  after  the  time  limited  to  take  the  testi- 
mony in  the  two  equity  suits. 

The  defendants  answered  the  complaint,  admitting  some 
of  its  allegations  and  denying  others.  They  alleged  per- 
formance of  the  contract  between  the  Creamery  Package 
Manufacturing  Company  and  the  plaintiff  Virtue  and  said 
I^gg  and  opposed  to  the  charges  of  the  complaint  certain 
affirmative  matters,  including  two  actions  brought  in  the 
State  court 
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[SI]  A  juiry  was  empanekd  to  try  the  isnws  wkkb,  imdar 
tb%  iBstnictioiis  of  the  court,  found  a  verdict  tor  defend- 
ants upon  which  a  }udgment  waft  duly  entered.  It  was 
affirmed  by  the  Citeuit  Court  of  Appeals,  179  Fed.  Rep.  115. 

The  Circuit  Comrt  and  the  Circuit  Court  of  Appeals 
both  decided  that  the  damages  which  plaintiffs  alleged  they 
sustained  were  not  a  consequence  of  a  vidiation  by  de* 
fendnnts  of  the  provisions  of  the  Sherman  Anti-Trust  Act. 
Both  courts  assumed  for  the  purpose  of  their  decision  that 
the  contract  of  February  24,  1898,  between  the  Cl:^eamery 
Package  Manufacturing  Company  and  the  otiier  manu- 
facturers and  sellers  of  diums  and  butter  woricers  was  a 
combination  in  restraint  of  trade,  but  botli  courts  held  that 
the  Owatonna  Company  was  not  a  party  to  it  nor  became 
associated  subsequently  in  its  scheme. 

Of  the  infringement  suits  the  Court  of  Appeals  said  they 
exhibited  ^^a  case  where  two  suits  are  brought,  one  by  a 
party  to  a  lawful  agreement,  the  other  by  a  party  to  an 
unlawful  agreement,  for  the  infringement  of  patents  owned 
by  them,  respectively,  and  where  both  parties  were  doing  no 
fore  than  exercismg  their  legal  rights."  And  the  court 
declared  in  effect  that  it  could  see  no  sinister  significance  in 
the  suits  being  simultaneous;  and  said,  further,  that  after 
a  thorough  examination  of  the  record  it  agreed  with  the 
Circuit  Court  that  there  was  no  evidence  offered  at  the 
trial  ^  which  would  warrant  the  jury  in  finding  that  any 
agreement  of  that  kind  existed." 

The  plaintiffs  attack  this  condusion  in  twenty-one  propo- 
sitions, some  of  which  are  of  very  broad  generality,  and  all, 
counsel  contend,  are  supported  by  the  decisions  &l  this  and 
other  courts.  It  is  quite  impossiblo  to  consider  them  in 
detail  without  a  review  and  repetition  of  the  cases.  The 
riew  we  take  of  the  case  makes  this  unnecessaty.  The  case 
is,  as  we  have  said,  in  narrow  compass.  The  complaint 
charges  a  violation  of  the  Sherman  Act,  and,  as  a  means  of 
accomplishing  its  puipose,  the  destruction  of  [82)  plaintiffb' 
interstate  trade  by  a  malicious  litigation  of  their  ri^ts. 
A  necessaiy  element  of  the  charge  is  the  coSperation  of  at 
least  the  corporate  deftndants  in  the  purpose,  and  this  de- 
our  iogpasf.    la  answering  it  we  shidl  assume, 
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as  the  lower  oourts  assumed,  that  by  the  contract  of  Febra- 
ary,  1898,  the  Creamery  Package  Manufacturing  Company 
and  the  corporations  competing  with  it  entered  into  a  com- 
bination offensive  to  the  law.  Did  the  Owatonna  Company 
participate  in  it  or  subsequently  join  it  or  cooperate  to  exe- 
cute its  purposes?  The  question  must  be  answered  in  the 
negative,  as  we  shall  proceed  to  show. 

The  Owatonna  Company  was  a  manufacturer  of  chums 
and  butter  workers  under  various  patents  owned  by  it, 
which  articles  it  sold  throughout  the  United  States,  and  by 
the  contract  of  April  19,  1897,  it  c<mstituted  the  Creamery 
Package  Manufacturing  Company  its  sales  agent  of  th^n, 
the  latter  company  not  making  chums  and  butter  workers. 
The  contract  was  a  perfectly  legal  one  and  preceded  by 
some  time  the  agreement  of  the  24rth  of  February,  1898, 
entered  into  between  the  latter  company  and  other  corpora- 
tions. There  were  contracts  between  the  Creamery  Package 
Manufacturing  Company  and  the  Owatonna  Company  sub- 
sequent to  the  latter  date,  but  all  of  them  were  supplemental 
to  the  first  one  and  had  no  illegal  taint,  nor  did  they  affect 
it  with  illegal  taint.  It  is  true  they  granted  rights  to  the 
Creamery  Package  Manufacturing  Company,  and  exclusive 
rights,  but  this  was  no  violation  of  law.  The  owner  of  & 
patent  has  exclusive  rights,  rights  of  making,  using  and 
selling*  He  may  keep  them  or  transfer  them  to  another — 
keep  some  of  them  and  transfer  others.  This  is  elementary; 
and,  keeping  it  in  mind,  there  is  no  trouble  in  estimating 
the  character  of  such  rights  or  their  transfer.  Of  course, 
patents  and  patent  rights  cannot  be  made  a  cover  for  a 
violation  of  law,  as  we  said  in  Standard  SanUary  Manu- 
facturing Company  v.  United  States^  226  U.  S.  20.  But 
[83]  patents  are  not  so  used  when  the  rights  conferred  upon 
them  by  law  are  only  exercised.  The  agreement  of  the  nine- 
teenth of  April,  1897,  constituted,  as  we  said,  the  Creamery 
Package  Manufacturing  Company  a  sales  agent  of  the 
chums  and  butter  workers  made  by  the  Owatonna  Com- 
pany and  fixed  their  list  price.  The  patents  under  which 
the  articles  were  manufactured  were  stated,  and  it  was  pro- 
vided that  the  Owatonna  Company  should  protect  the 
Creamery  Package  Manufacturing  Company  from  all  aiits 
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for  iofringement,  defend  the  validity  of  the  patents  and 
promptly  attack  infringers.  This  provision  is  especially 
urged  by  plaintiffs  as  showing  a  common  and  illegal  pur- 
pose between  the  companies.  It  has  not  that  quality.  It  is 
but  an  assurance  of  title  to  the  rights  conveyed. 

But  it  is  said  that  the  contract  between  the  companies 
dated  June  4,  1898,  exhibits  knowledge  by  the  Owatonna 
Company  of  the  Creamery  Package  Manufacturing  Com- 
pany's purpose,  and  ^^  fitted  into  the  scheme  of  the  two 
defendant  corporations  to  get  a  monopoly  in  the  United 
States";  and  this,  it  is  said  further,  ^^  can  only  be  when  all 
of  the  doings  *  *  *  are  looked  at  as  a  whole  from  be- 
ginning to  end."  We  can  not  concur.  We  have  seen  that 
the  contract  of  June  4,  1898  (inserted  above  in  the  mar- 
gin), was  but  a  settlement  of  claims  growing  out  of  re- 
ciprocal charges  of  infringement  and  it  has  no  other  con- 
nection with  the  agreement  of  February,  1898,  than  that 
some  of  the  claims  were  against  corporations  which  were 
parties  to  that  agreement.  It  would  be  far-fetched  to  say 
that  the  Owatonna  Company  could  not  assert  rights  or 
protect  rights  because  they  were  asserted  or  sought  to  be 
protected  against  corporations  which  had  become  members 
of  an  illegal  combination  without  participating  in  the  guilt 
of  such  combination  and  becoming  a  joint  conspirator  in 
its  purposes.  But  it  may  be  said  that  we  are  considering 
the  transactions  isolatedly  and  ignoring  [84]  their  com- 
bined effect.  That  indeed  would  be  a  fault,  but  in  order  to 
compute  their  combined  effect  we  must  estimate  what 
strength  they  have  separately,  and  so  far,  on  the  face  of  the 
contracts,  there  is  nothing  to  inculpate  the  Owatonna  Com- 
pany. 

But  a  united  purpose  is  sought  to  be  established  between 
it  and  the  Creamery  Package  Manufacturing  Company 
by  the  testimony  of  witnesses  to  the  effect  that  the  con- 
tract of  April  19,  1897,  between  the  Disbrow  Manufactur- 
ing Company  and  the  Owatonna  Company  was  urged  by 
the  president  of  the  Creamery  Package  Manufacturing 
Company,  who  represented  that  the  acceptance  of  royal- 
ties by  the  Disbrow  Company  was  better  than  a  continu- 
ance of  ocmipetition.    It  is  not  practicable  to  give  all  tlia 
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tiwtiremy  #f  what  preceobd  and  indtioed  tiiai 
Tha  pait  nust  retrranl  to  our  inquify  b  thmt  vkick  related 
to  the  oompetitian  which  existed  bekweea  the  oompameB. 
A  witmsS)  who  was  president  of  the  Owatoniui  CSompMiy 
at  the  time,  testified  that  it  wia  suggested  to  him  wad  othier 
oAoera  of  the  oompony  by  Mr.  Qates,  presidsiit  of  the 
Creamery  Package  Manufactimng  Company^  that  a  setr- 
ttem^it  ought  to  be  brought  about  by  letter  or  otiierwise 
with  tihe  Diahrow  Manufacturing  Company  "so  as  to 
get  the  two  chums  which  were  then  being  manufactured 
tcgether/'  and  stated  that  he  (Gates)  had  had  some  con- 
ferenoes  witii  tiie  Diabrow  Company,  and  he  thought  &at 
if  the  offiseis  of  the  Owatonna  Company  woidd  go  to 
Mankato*  ^^  there  might  be  an  arrangement  made  whereby 
that  busneas  could  be  brought  in  connection  with  ours, 
and  in  that  way  eliminate  the  cc»npetition  that  at  thi^  tinie 
eiisted  between  the  Owatonna  Manu&ctnring  Company  and 
tiie  Didyrow  Manufacturing  Company."  This  object  was 
eapressed  by  the  witnesses  in  different  ways. 

The  piesident  of  the  Disbrow  Manufacturing  Company 
testified  that  Qates  urged  that  the  Disbrow  Company  dionld 
"stop  mannfacturxng  and  make  a  oontract  with  [8ft]  ttie 
Owatonna  Manuftusturing  Company,  and  let  them  have  all 
oar  pateote  on  combined  chums  and  butter  workers  and 
other  things,  and  combine  the  whole  business  under  <me  head, 
and  let  them  do  all  of  the  manufacturing.''  The  witnese 
testified  that  he  at  first  rejected  the  proposition  and  resented 
dm  manner  in  which  the  proposal  was  made,  Gates  going  bo 
far  as  to  declare,  with  a  profiine  accompeniment,  ^  Yon 
will  do  it  or  we  wili  put  yon  out  of  bnsineBB."  But  subse- 
quently negotiations  were  resumed  and  the  president  of  the 
Creamery  Package  Manufacturing  Compai^  explained  that 
he  wanted  matters  settled,  litigetian  stopped,  ^and  a  new 
arrangement  made  so  that  the  whole  thing  riiould  be  run 
under  one  head  and  one  controV'  and  in  that  way  ^^  oonteol 
the  whole  dium  business.'^  The  witness  lormnhted  the 
terms,  whkh  resulind,  after  some  daysef  negotiatiBii,  in  the 
oontract  of  Aporil  1^  1897.  But  dusing  thn  negotiationo  ttie 
witnesi  did  not  see  the  Owatonna  Con^iaiqr^  representatiiBes 
mriil  thegr  oraohed  the  point  of  signing  tim  coottaet. 
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Thew  deolsntions^sMBii  to  beTcry'  arbitrwry'ftdd  mqusli- 
jQable  when  stuiding' alcme  and  to  bAve  had  no  attier' sup- 
pose thantibe  rutfaless  crushing  of  a  competitor  in^the  samto 
line  of  business.  They  take  on  another  doiimcter,  or  rather 
Uie  object  of  the  negotiations  and'  the  eontraetn  which  re- 
sulted from  them,  take  on  another  cbamcter,  wfam  all'  tiie 
testimony  is  considered.  It  will  be  observed  itom  the  dat^ 
of  those  negotiations  and  of  the  conUraotethat  they  preceded 
by  nearly  a  year  the  contract  between  tho  Creamery  Pai&age 
Manufacturing  Company  and  its  competitors  and  could 
have  had  no  relation  to  it:  And,  besides,  they  had  a  nattifil 
and  adequate  inducement.  They  were  an  adjuetriieitt  of 
disputes  and  litigation  growing  out  of  a  contract'  betlf^een 
the  Disbrow  Company  and  tbe  Owatonna  Company  cctt^ 
ceming  the  very  sMOtie  patenta  In  one  suit  the  Owatonna 
Company  was  plaintiff  against  the  Disbrow  Company;  \h 
another  suit  the  latter  [M]  ccmipany  was  plaintiff  againit 
the  Owatonna  Company,  and  both  suits  were  based  on  di^ 
putes  as  to  rights  or  obligations  arii^ng  from  the  contract  of 
October  2,  1898.  The  testimony  also  shows  some  contro- 
Tersy  between  the  Ctvamery  Package  ManufkctuHng  Com<- 
pany  and  the  Disbrow  Company  in  regard  to  other  patents, 
but  the  effect  of  it  is  not  easy  to  estimate.  There  wile  atto  a 
contract  entered  into  between  the  Disbrow  Company  an^d  th^ 
Creamery  Package  Manufacturing  Company  on  the  nine- 
teenth of  April,  1897,  settling  matters  growing  out  of  a 
contract  between  those  companies  made  on  the  twelfth  of 
October,  1896,  by  which  the  Disbrow  Company  made  the 
Creamery  Package  Manufaetui^ng  Ccmipany  its  exdiisive 
sales  agent- for  chums  and  butter  workers  ahd' mortgaged  to 
the  latter  company  its  plant.  The  other  provisions  of  the 
contract  concern  the  adjustment  of  the  relations  between  all 
of  the  companies  under  the  contemporaneous  contracts,  <md 
need  not  be  stated  in  detail.  It  is  dear,  then,  as  we  have 
already  said,  that  what  transpiiied  on  tiie  nineieenth  of 
April,  189^— negotiations  and  contractfi^^hadnoi  reliAticOi  to 
the  contract  of  February,  18%,  and  had  for  thdr  indiic#- 
menl  and  objeet  theset^ment  of  controvei^iee  atkl^rigfitb 
giwwing  out  of  the  contractof  Odtobei^S;  189B^  bMw^eM  ttfc 
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Bisbrow  Company  and  the  Owatonna  Company,  and  that 
of  October  12, 1806,  between  the  Disbrow  Company  and  the 
Oreamery  Package  Manufacturing  Company  and  the  propo- 
sition of  the  latter  company  to  become  the  sales  agent  of 
the  churns -made  by  the  Owatonna  Company.   All  of  this  is 
v^ry  complicated  in  the  statement,  but  is  simple  enough  in 
the  results,  and  can  be  definitely  estimated  as  to  actual  and 
le^  effect    We  may  therefore  sum  up  by  saying  that  the 
Di^row  Company,  by  its  contract  with  the  Owatonna  Com- 
pany, did  nothing  more  than  confirm  or  enlarge  the  rights 
which  tbd  Owatonna  Comj^any  had  obtained,  by  the  oon- 
tract  of  1803,  and  conveyed  to  it  the  exclusive  right  (87]  in 
the  patents  for  certain  named  royalties.    This  was  no  viohi- 
tion  of  laWft    The  Owatonna  Company  did  nothing  more  in 
ite  oonUmct  with  the  C^amery  Package  Manufacturing 
.Company  than  to  make  that  company  its  exclusive  sales 
agent,  and  this  was  no  violation  of  law.    Both  contracts  had 
natural  and  adequate  legal  inducements  and  conveyed  rights 
that  could  under  the  law  be  conveyed,  and,  as  a  necessary 
incident  to  the  conveyance,  one  only  of  the  partieb  could 
thereafter  exercise  them.    It  may  be  that  the  Disbrow  Com- 
pany was.  to  an  extent  in  competition  with  til^e  Owatonna 
Company,  but  it  was  a  competition  in  imrt,  at  least,  which, 
it  was  contended,  was  illegally  conducted  against  rights 
which  had  been  transferred  in  1893.    But,  be  that  as  it  may^ 
we  repeat,  patent  rights  may  be  conveyed  partially  or  en- 
tirely, and  the  monopoly  of  use,  of  manufacture  or  of  sale 
is  not  one  condemned  by  law. 

It  isj  however,  urged  that  the  infringement  suits  brou|^t 
by  the  Creamery  Package  Manufacturing  Company  and 
the  Owatonna  Company  against  plaintiffs  were  provided 
for  by  the  contracts  between  the  Owatonna  Company  and 
the  Disbrow  Company^  and  their  coincidence  in  time  is 
urged  as  proof  of  concerted  action  on  the  part  of  defend- 
ants and  of  a  conspiracy  to  destroy  plaintiffs'  business. 
The  contention  is  that  the  bringing  of  those  suits  was  not 
a  single  and  isolated  act  but  was  a  part  of  the  more  com- 
prehensive plan  and  scheme  to  secure  a  monopoly  in  the 
United  States  of  the  business  of  Hiaking  and  selling  cream- 
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ery  sapplies,  or,  more  accurately,  counsel  say,  to  contmne 
and  mamtain  the  monopoly  already  acquired.  And  it  is 
contended  that  the  attempt  was  successful  in  that  it  de- 
stroyed plaintiffs'  business.  That  these  contentions  are  un- 
tenable we  have  demonstrated.  The  contracts  we  have 
shown  were  legal  conveyances  of  rights,  and  the  provision 
for  the  prosecution  of  infringement  suits  was  but  an  assur- 
ance of  those  rights.  Patents  would  be  of  little  [88]  value 
if  infringers  of  th«n  could  not  be  notified  of  the  conse- 
quences of  infringement  or  proceeded  against  in  the  courts. 
Such  action  considered  by  itself  cannot  be  said  to  be  illegal. 
Patent  rights,  it  is  true,  may  be  asserted  in  malicious  prose- 
cutions as  other  rights,  or  asserted  ri^ts,  may  be.  But 
this  is  not  an  action  for  malicious  prosecution.  It  is  an 
action  under  the  Sherman  Anti-Trust  Act  for  the  viola- 
tion of  the  provisions  of  that  act,  seeking  treble  damages. 
This,  indeed,  plaintiffs  take  special  pains  to  allege,  that 
there  may  be  no  confusion  about  the  right  or  grounds  or 
extent  of  recovery.  The  testimony  shows  that  no  wrong 
whatever  was  conmiitted  by  the  Owatonna  Company,  and 
the  fact  that  it  failed  in  its  suit  against  plaintiffs  does  not 
convict  it  of  any. 

This  is  enough  to  dispose  of  the  case,  for  the  foundation 
of  the  complaint  is  that  the  defendants  entered  into  a  con- 
tract or  combination  in  restraint  of  trade  which  caused 
damage  to  plaintiffs;  and  the  guilt  of  the  individual  de- 
fendants and  of  the  two  corporations  and  of  all  of  their 
officers,  servants,  and  stockholders  is  very  carefully  alleged. 
It  was  in  this  aspect  that  the  case  was  tried. 

But  plaintiffs  urge  that  the  Creamery  Package  Manu- 
facturing Company  was  of  itself  a  combination  offensive 
to  the  statute,  and  that  they  were  entitled  to  go  to  the  jury 
as  to  that  company.  But  the  contention  was  not  made  in 
the  Circuit  Court  nor  was  it  made  in  the  Circuit  Court  of 
Appeals.  The  case  was  tried  and  ruled  upon,  as  we  have 
seen,  on  the  ground  of  the  cooperation  of  the  defendants 
in  a  scheme  of  monopoly  and  restraint  of  trade.  There  was 
no  liability  asserted  in  the  Circuit  Court  or  in  the  Circuit 
Court  of  Appeals  against  one  of  the  defendants  separately 
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firom  the  others.  Conceit  ajod  coopemtioft-  wad  aflserted 
against  all  and  a  ruling  ^wutsnol  invoked  as  to  the  separate 
liability  of  either.  One  Frank  LaBare  was  a  parly  de* 
f endant,  and  as  to  him  plaintiffs  made  a  motion  that  ^  tiie 
case  be  dismissed  and  dropped."  The  court  denied  the 
[89]  motion  for  some  ceason,  and  then  plaintiffs'  counsri 
said,  '^We  desire  to  proceed  with  the  case  ae  against  the 
defendants,  the  Owatonna  Manufacturing  Company  and 
the  Creamery  Package  Manufacturing  Company.''  The 
plaintiffs  then  offered  to  prove  that  they  had  not  infringed 
the  patents  sued  on  by  the  defwdanta  It  is  manifest, 
therefore,  that  the  separate  liability  of  the  Creamery  Pack- 
age Manufacturing  Company  is  an  afterthought  and  urged 
in  this  court  for  the  first  time. 

There  are  twenty^-aeven  errors  assigned  upon  offers  of 
testimony  excluded  or  upcm  other  rulings  of  the  Circuit 
Court.  These  we  have  examined  and  find  that  in  the  view 
taken  by  the  courts  belpw  of  the  oase-  and  that  which  we 
take,  there  was  no  error  oi  substance  committed. 

Judgment  aflb*med. 


STRAUS  ET  AL.  v.  AMERICAN  PUBLISHERS'  ASST? 

ET  AL.« 

(Circuit  Court  of  Appeals,  Second  Circuit    Deeesaber  9, 1912.) 

[201  Fed.  Rep.,  306.J 

BxjEAama  (S  895) — PBOjnEBi>— Judgmeivt.— By  tlie  proiiert  of  the  JMs- 
ment  in  a  cause  iu  the  State  court,  made  by  the  answer  pleading 
it  as  res  judicata,  the  record  of  such  cause  becomes  part  of  the 
pleading,  so  that  the  court  may,  and  is  bound  to,  inspect  it  as  such ; 
it  not  being  required  to  be  annexed  as  an  exhibit  to  the  answer,  and 
testimonr  or  affidaTlts  not  being  necesMffyi* 

[Ed.  Note.— For  o(ther  cases,  see  Pleading,  Cent  Dig.  S§  910-917; 
Dec.  IMg^  «  305.] 

•For  opinion  of  the.  Supreme  Court  in  a  slinllar  case  (28il  U.  fiU 
222),  see  pMt,  page  84Z 
*  Syllabus  copyrig^ited,  1913,  by  West  Publishing  Company. 
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(i  7l4)-^Bu  JtJDxcuTAr— InBimrr  or  Smwaor^liiiTm.— 
{Hie  icoBBibtnatlon;  oompialned  of  Is  not  a  new  one,  or  diirocent  firom 
that  complained  of  In  a  former  «ult,  Judgment  In  which  la  pleaded 
as  res  JudI  [SO 7]  cata,  because  after  such  suit  defendants  modi- 
fled  It  by  eliminating  part  of  Its  scope. 

(Bd.  Note.^For  other  eases,  see  JudgBMst,  Cent  Dig.  If  1240, 
1242,  1243;  Dec.  Dig.  S  714.] 
Judgment  (S  068)— Res  Judicata— Pendbnct  or  AmAL.-— Pendency 
of  ananpeal  from  a  Judgment  does  not  Interfere  with  Its  operation 
as  res  Judicata. 

[Ed.  Note.— For  other  cases,  see  Judgment,  Cent.  Dig.  f  1174;  Dec. 
Dig.  I  068.] 
JunoMKNT  (I  828) — ^Rks  Judicata — ^BCattbbs  Concluded. — The  same 
matters  being  complained  of  lif  a  suit  la  the  State  court,  and  a  sub- 
sequent one  In  the  Federal  court,  the  fact  that  the  Judgment  In  the 
State  court  depended  on  the  State  statutes,  and  that  the  complaint 
In  the  second  suit  Is  founded  on  the  Federal  sllatute,  which  Is  not 
within  the  Jurisdiction  of  the  State  court.  Is  Immaterial  as  regards 
the  Judgment  being  res  Judicata. 

[Ed.  Note — ^For  other  cases,  see  Judgment,  Cent.  Dig.  11  1504- 
1500;  Dec.  Dig.  S  82&] 

Conclusiveness  of  Judgment  as  between  Federal  and  State  courts, 
see  notes  to  Kansas  City,  Ft  S.  &  M.  R.  Co.  v.  Morgan,  21  C.  C.  A. 
478 ;  Union  ft  Planters*  Bank  t.  City  of  Memi^is,  49  C.  C.  A.  468.] 
Judgment  (f  000) — Bes  JuDiOA'nA«-^S»BO]ffa«iiB.JUDGMBK9>-^^nie  ques- 
tion involTed  being  one  the  court  was  competent  to  decide,  the  fact 
that  It  may  have  decided  erroneously  Is  Immaterial  as  regards  Its 
Judgment  being  res  Judicata. 

[Ed.  Note. — For  other  cases,  see  Judgment,  Cent.  Dig.  f  1171; 
Dec,  Dig.  f  000.] 
JUDOiOBNT  (I  701) — ^Rbb  Judicata— Pasties — Pbivixs. — ^The  Judg* 
ment  In  a  suit  against  corponutlons  and  an  association  i»  none  the 
leas  res  Judicata  because  of  the  addition  as  parties  to  the  second 
suit  of  persons  who  were  ofilcers  of  the  association  at  its  organiza- 
tion, and  members  and  ofAcers  of  the  corporations,  and  took  part  in 
organizing  the  combinations  complained  of,  and  were  included  hi 
the  injunction  issued  In  the  fir  '  suit;  they  being  privy  tliereto. 

(Bd.  Note.-4ror  other  cases,  see  Judgment,  Cent  Dig.  I  1220; 
Dec.  Dig.  I  701.] 
Judgment  (I  590) — Res  Judicata — iDSNTrnr  of  Issues. — ^That  the 
second  suit  seeks  damages  for  a  longer  period  than  the  first  is  im- 
material as  regards  the  Judgment  in  the  first  being  res  Judicata ;  the 
thing  adjudicated  being  that  plaintllT  could  reco^r  no  daauiges  for 
the  combination  complained  of,  whatever  its  period. 

[Bd.  Note.--iVir  other  cases,  see  Judgment,  Cent  Dig.  II  1035, 
1063.  1D64,  11Q2-U00;  Dec.  Dig.  I  580.] 
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In  error  to  the  Circuit  Court  of  the  United  States  few  the 
Southern  District  of  New  York ;  E.  Henry  Lacombe,  Judge. 

Action  by  Isidor  Straus  and  others  against  the  American 
Publishers'  Association  and  others.  Defendants  had  judg- 
ment on  the  pleadings,  and  plaintiffs  bring  error.    Affirmed. 

See,  also,  178  Fed.  586. 

Wise  <&  Seligsberg,  of  New  York  City  {E.  E.  Wise  and 
WcMaoe  Macfarlcvne^  both  of  New  York  City,  of  counsel), 
for  plaintiffs  in  error. 

S.  H.  OUn,  of  New  York  City,  for  defendants  in  error. 

Before  Coxe,  Wabd,  and  Notes,  Circuit  Judges. 

[8081  Ward,  Circuit  Judge. 

October  1,  1909,  the  plaintiffs  began  this  action  at  law  to 
recover  treble  damages  against  the  defendants  under  the 
Federal  Anti-Trust  Law  of  July  2, 1890.  The  complaint  al- 
leges that  the  defendants,  publishers  of  books,  combined  to 
organize  a  membership  corporation  under  the  laws  of  New 
York  called  the  American  Publishers'  Association,  of  which 
they  were  members  and  which  included  a  majority  of  the 
publishers  in  the  United  States,  and  of  which  the  other  de- 
fendants were  the  directors  for  the  first  year  and  also  officers 
or  directors  of  defendant  corporations;  that  the  purpose  of 
the  association  was  to  maintain  the  retail  price  of  copy- 
righted books  and  was  to  be  effected  by  an  agreement  of  the 
publishers  to  sell  their  books,  c#pyrighted  or  uncopyrighted, 
only  to  such  dealers  as  would  maintain  the  net  retail  price 
of  the  copyrighted  books;  that  in  further  prosecution  of  the 
combination  the  defendants  aided  the  organization  of  a 
voluntary  unincorporated  association  to  cooperate  with  the 
Publishers'  Association,  called  the  American  Booksellers' 
Association^  which  included  a  majority  of  the  booksellers 
of  the  United  States;  that  the  purpose  of  this  organization 
was  to  bring  about  an  agreement  between  the  booksellers  to 
maintain  the  retail  price  of  the  publishers'  copyrighted 


Digitized  by  VjOOQIC 


STRAUS  V.  AMEBIOAK  FUB.  ASS'N.  839 

Opinion  of  the  Oonrt. 

books  by  refusii^  to  sell  the  bo<As,  copyrighted  or  unoop3^- 
righted,  of  any  publisher  who  declined  to' support  the  cmn- 
bination,  and  by  refusing  to  sell  any  boc^  at  less  than  the 
usual  retail  price  to  any  bookseller  ndio  cut  the  retail  price 
of  the  publishers'  copyrighted  books;  that  these  combina- 
tions went  into  operation  May  1,  1901,  and  have  been  con- 
tinued ever  since,  contrary  to  theproTisionsof  the  Anti-Trust 
Law  of  July  2, 1890,  except  that  in  about  the  month  of  March, 
1904,  the  Court  of  Appeals  of  the  State  of  New  York  (177 
N.  Y.  478,  69  N.  E.  1107,  64  L.  B.  A.  701, 101  Am.  St.  Rep. 
819) ,  in  an  action  brought  against  the  defendants  herein  and 
others,  having  declared  tl^  foregoing  agreements  unlawful 
so  far  as  unoopyrighted  books  were  concerned,  the  Pul>- 
lisbers'  Association  and  Booksellers'  Association  modified 
the  said  agreements  so  as  to  exclude  unoopyrighted  books, 
but  continued  the  same  illegal  combination  and  C(mduct  in 
respect  to  copyrighted  books ;  that  because  the  plaintiffs  re- 
fused to  conform  to  the  regulations  of  these  combinations 
they  were  put  on  a  cut-off  list,  their  business  followed  up  by 
detectives,  and  their  supply  of  books  cut  off,  to  their  damage 
in  the  sum  of  $125,000. 

The  answer  of  the  defendants  contained,  among  other 
things,  a  separate  defense  to  the  effect  that  the  plaintiffs 
had  brought  an  action  in  equity  in  the  Supreme  Court  of 
the  State  of  New  York,  December  8,  1902,  against  them 
(except  defendants  Scribner,  Scott,  Britt,  Putnam,  Harvey, 
and  Appleton,  who  were  trustees  and  oficers  of  certain  of 
the  defendants)  for  the  same  cause  of  action  in  which  the 
defendants  (except  the  defendants  aforesaid)  appeared,  and 
in  which  it  was  so  proceeded  that  the  said  agreements  were 
held  invalid  as  to  unoopyrighted  books  and  valid  as  to 
copyrighted  books,  and  an  interlocutory  judgment  was  en- 
tered May  20,  1909,  restraining  the  defendants  from  inters- 
fering  in  any  way  with  the  purchase  by  the  plaintiffs  of 
unoopyrighted  books,  and  directing  the  plaintiffs'  damages 
toibe  ascertained  (809)  by  a  referee^  whidi  judgment  was 
on  appeal  afSrmed  by  the  Appellate  Division- and  by  the 
Court  of  Appeals*  The  referee  having  subsequently  asceor^ 
tained  the  damagte,  final  judgment  waa  entered  on.  his  re^ 
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.pfiftior,$3j(76.60  damagee  and  eo^ta,  from  which  judsinfiiit 
tii^  plfMQ^ffo  appented  to  th^  Court  ^  Appeal9»  which 
affirdoa^  the  same.  ThAreupon  tiiey  took  a  wtit  of  enor  to 
th^  final  judgment  of  tbe  Siipi?eme  Court  of  Naw  York, 
whieh  is  uow  pending  in  the  Supreme  Court  of  the  United 
StaAes.  The  said  judgment  was  pleaded  as  res  adjudioata 
iof  All  the  WBitters  coaupbuned  oiy  and  pr ofect  of  the  same 
li^afi  maide^ 

. .  7he  plaintiSis  xeplied  to  this  defense  that  the  judgm^Kt  in 
tba  State  leeurt  w^as  .not  res  adjodinata,  and  tikat  the  eauae 
4k(  aetion  ^^aa  not  tihe  same  aa  that  ia^theiSietkHi  in  the  Stete 
jQOurt,  because  damages  in  respect  to  copyrighted  books  was 
eachided  in  the  latter  aietion^  because  thepoesent  aetion  was 
tfounded  on  the  Federal  statute,  under  wbioh  the  State  eouit 
had  no  jurisdiction^  because,  there  were  additional  parties 
in  this  action,  and  because  different  pwiods  of  time  ware 
ooiirered. 

The  delttndants  having  moved  for  jndgnMmt  on  the  plfuid- 
iogs,  Lttoeeibe,  Circuit  Judge,  granted  the  motion  and  dis- 
wiimed  the  complaint* 

[1,  2]  The  first  contention  of  the  plaintiffs  in  ecror  is  that 
the  jreeord«of  the. cause  in  the  Stele  oemrt  should  not  have 
been  inspeoted  by  the  cirei^t  judge,  because  it  was  not  an* 
newd  as  sa  exhibit  to  the  answer.  This  is  a  very  taehnioal 
ohiaction,  espedaUy  in  view  of  the  &ct  that  the  action  was 
^iMTxed  to  hy  the  plaintiffs  themselves  in  their  complaint 
It  wonUi^prove  a  cumbersome  practice  to  load  sudh  reoonk 
«ippm  pleadings.  By  the  prolrat  the  reaord  became  a  part 
of  the  pleading  and  the  couiit  was  bound  to  inspect  it  as 
sudi.  Thait  is  the  practice  in  diis  ctrcuit  (B^tgaei  v.  Sifndi 
{C.  C],  26  Fed.  484) ;  and  th^re  is  abundant  authority  ebs- 
^eie  {Amsmcan  BeU  Tel.  Oo.  v.  S<»uikem  TeL  Oo. 
[C.  C.]y  M  Fed.  808;  Diaherwn.  v.  Oreene  [G.  C],  5S  Fed. 
£47;  Oermaif^  v.  WOg^,  67  Fed.  Ga7,  14  C.  C.  A.  fiSl; 
Sutton  V.  Schlochtm^er  [CO.],  68  Fed.  699).  No  teati- 
Mony  or  aflUavifts  were  necessary.  The  pleadingB  show  that 
the  agreements  and  ccadtiel  oomplainad  of  in  the  action  in 
tiMStatfr  onart  aire  exactly  the  aame  as  these  <8ftiapl*ainwi  of 
ittrthis  aatian,  eoaaepi  tiiaih,  aa  the  plaintiffs  Aemsebiee  Juwe 
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alleged  in  tbe  complaint,  the  agreements  have  been  modi- 
fied since  the  decision  in  the  Court  of  Appeals  in  one  par- 
ticular, viz,  so  as  to  confine  them  entirely  to  copyrighted 
books.  The  combination  after  thi^  modification  was  in  no 
sense  a  new  combination. 

Reliance  is  also  placed  upon  -the  refusal  of  the  "Supreme 
Court  in  Pacific  RaSraad  of  Miaacuri  ▼.  Miasawi  Pacific 
Railway,  111  U.  S.  505,  4  Sup.  Ct.  588,  38  L.  Ed.  498,  to 
consider  the  record  of  a  case  referred  to  in  the  bill.  That 
was  a  demurrer  to  the  bill,  and  the  Supreme  Court  said  the 
record  of  the  case  mentioned  could  not  be  considered  be- 
cause it  was  not  certified  to  the  Sup>reme  Couit  as  part  of 
the  record  in  the  Circuit  Court.  Tn  this  case,  howeirer,  the 
transcript  of  the  record  of  the  cause  in  the  St«te  court  on 
writ  of  error  to  the  Supreme  Court  of  the  United  States 
is  a  part  of  the  record  and  oontains  the  judgment  roll  of  the 
State  court,  stipulated  by  the  parties  to  be  correct  and  certi^ 
fication  waived. 

[910)  [8]  The  point  is  also  made  tiiat  the  judgment  was 
not  res  adjudicata  because  of  tiie  appeal  pending  to  the 
United  States  Supreme  Court.  This  fact  does  not  suspend 
the  operation  of  the  judgmoit  as  an  estoppel,  Parkharat  v. 
SerdeU,  110  N.  Y.  886,  18  N.  E.  123,  6  Am.  St  R^.  884; 
Depoait  Bank  v.  Frankfort,  191  U.  S.  4W,  510,  34  Supw  Ct. 
154,  48  L.  Ed.  276;  Freeman  on  judgments,  §  328. 

[4,5]  The  fact  that  the  judgment  in  the  State  court  de- 
pended upon  the  State  statutes  and  that  the  complaint  in 
this  case  is  founded  on  the  Federal  statute,  which  is  not 
within  the  jurisdiction  of  the  State  court,  makes  no  difler- 
ence.  The  plaintiffs,  having  the  option  to  go  into  either 
court,  chose  the  State  court,  and  their  claim,  having  been 
there  adjudicated,  can  not  be  presented  die  second  time  to 
any  other  court.  Clahauffh  v.  Southern  Wholeaale  Orocera 
Aaaociation  (C.  C.)  181  Fed.  706.  It  may  be  admitted  that 
the  State  court  erroneously  held,  in  view  of  the  subsequent 
dacifllon  of  the  Supreme  Couxt  in  Bobha-MerrUl  Co.  v. 
Straua,  210  U.  S.  839,  28  Sup.  Ct.  722,  52  L.  Ed.  1086,  tiiat 
the  sgreements  complained  of  were  valid  so  far  as  copy- 
righted bopks  were  concerned,  and  that  therefore  as  a  iliat- 
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tar  of  law  the  plaintiffs  could  not  recover  damages  in  resfpect 
to  them,  at  any  time.  Still  this  question  was  actually  in- 
volved in  the  cause  before  the  State  court,  which  was  com- 
petent  to  decide  it  Having  done  so,  its  judgment  is  binding 
in  any  subsequent  action  between  the  same  parties  for  all 
time.  OromweU  v.  Sac  CamUy^  94  U.  S.  361,  24  L.  Ed.  195. 
If  the  plaintiffs  are  entitled  to  any  relief,  they  can  obtain 
it  only  in  the  original  action. 

[6]  The  judgment  in  the  State  court  is  not  prevented 
from  being  a  bar  because  of  the  additional  parties  in  this 
court  They  were  officers  of  the  Publishers'  Association  at 
its  organization,  were  members  and  officers  of  the  defendant 
corporations,  took  an  active  part  in  organizing  the  combina- 
tions complained  of,  were  included  in  the  injunction  issued 
in  the  State  court  action,  and  were  so  stated  to  be  in  the 
complaint  in  this  court  They  must  be  regarded  as  privy  to 
that  action. 

[7]  The  fact  that  evidence  of  damages  in  this  action  may 
cover  a  longer  period  of  time  than  was  covered  by  the  action 
in  the  State  court  is  immaterial.  The  thing  that  was  adjudi- 
cated between  the  parties  in  the  State  court  was  that  the 
plaintiffs  could  recover  no  damages  in  respect  to  copyrighted 
books  at  all,  be  the  period  of  the  combination  long  or  shork 

The  decree  is  affirmed. 


STRAUS  AND  STRAUS,  COMPOSING  THE  FIRM 
OF  R.  H.  MACY  &  COMPANY,  t;.  AMERICAN  PUB- 
LISHERS' ASSOCIATION.* 

ERBOR   TO  THE   SUPREME   CX)trRT  OF  THE   STATE   OF   NEW   TORS. 

(No,  19.    Argaed  March  7, 1913.— Decided  Deoember  1,  1913.) 
[281  U.  S..  222.1 

One  who  sets  up  a  Federal  statute  as  giving  immunity  from  a  Judg- 
ment against  him,  may  bring  the  case  here  undo*  1 709,  Her.  Stat, 
now  1 2S7  of  the  Judicial  Gode,  if  his  claim  is  denied  by  the  de- 
Cteion  of  the  State  courts 

'  I    '       '        '        "       I  ■     I ■■       I  .1 1 

•For  opinion  in  a  similar  case  (201  Fed.  806),  see  onte,  page  886. 
^  Syllabus  and  statements  of  arguments  copyrighted,  1918,  1914,  by 

The  Banks  Law  Publishing  Ck>mpan7. 
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No  more  than  tlie  patent  statute  was  the  copyright  act  Intended  to 
authorize  agreements  In  unlawful  restraint  of  trade  and  tending  to 
monopoly  in  violation  of  the  Sherman  Act 

The  Sherman  Act  is  broadly  designed  to  reach  all  combinations  in 
unlawful  restraint  of  trade  and  tending,  because  of  the  agreements 
or  combinations  entered  into,  to  build  up  and  perpetuate  mouopo< 
lies.  The  act  Is  a  limitation  of  rights  which  may  be  pushed  to 
evil  conseiiiiences  and  may,  therefore,  be  restrained.  Standard 
Sanitary  Mfg.  Co.  v.  United  States,  226  U.  8.  20. 

As  the  agreement  involved  In  tMs  case  went  beyond  any  fair  and  l^al 
means  to  protect  trade  and  prices,  practically  prohibited  the  parties 
thereto  from  selling  to  those  it  condemned,  affected  commerce  be- 
tween the  States,  It  was  manifestly  Illegal  under  the  Sherman  Act, 
and  was  not  justified  as  to  copyrighted  books  under  any  protection 
afforded  by  the  copyright  act 

Where  the  State  court  dismissed  the  bill  solely  on  the  ground  that 
defendant's  acts  were  not  within  the  denunciation  of  the  Federal 
statute  on  which  plaintiff  relied,  the  Judgment  will  be  reversed  on 
[22S]  that  ground  and  It  Is  unnecessary  for  this  court  to  decide 
other  Federal  questions  involved. 

Qwere,  and  not  now  discussed  or  decided,  whether  an  original  action 
can  be  maintained  in  the  State  courts  for  injunction  and  damages 
under  the  Sherman  Act. 

Judgment  based  on  199  N.  Y.  548,  reversed. 

[58  L.  Bd.  192.]  • 

[Bbbob  to  State  Ck>UBT — Federal  Question — Claim  i7in>EB  Federal 
STATtJTE.— PlaintlfTs  contention  at  the  trial  in  a  State  court  that  an 
agreement  between  publishers  and  booksellers  to  maintain  retail 
prices  on  copyrighted  books  not  only  went  beyond  the  authority 
conferred  in  the  copyright  laws  relied  upon  by  defendant,  but  was 
in  violation  of  the  terms  of  the  Sherman  Anti-Trust  Act  of  July  2, 
1890  (26  Stat  at  L.  209,  chap.  047,  U.  S.  Comp.  Stat  1901,  p.  3200), 
making  illegal  combinations  in  restraint  of  trade  and  tending  to 
monopoly,  presents  a  claim  of  Federal  right  which  Is  necessarily  de- 
nied when  the  highest  State  court  affirms  a  Judgment  below  In  favor 
of  defendant,  so  as  to  sustain  the  appellate  Jurisdiction  of  the  Fed- 
eral Supreme  Court,  under  U.  S.  Rev.  Stat  i  709,  U.  S.  Comp.  Stat 
1901,  p.  575,  governing  writs  of  error  to  a  State  court 

[For  other  cases,  see  Appeal  and  Error,  1168-1911,  1436-1445,*  in 
Digest  Sup.  Ct  1906.] 

■  I  —  ■    4 

« The  paragraphs  following.  In  brackets,  eomprise  t)ie  syllabus  of 
the  case  as  reported  in  volume  58,  page  192,  Lawyers  Edition,  Supreme 
Court  Reports.  Syllabus  copyrighted  1913,  1914,  by  Th^  Lawyers  Co- 
operative Publishing  Company. 
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lli«ivara»MPsnBuaBBM  amd  SKLuss^-^kxpnaoHnD  Books.— Tbe 
copyright  monopoly  cociferrttd  by  the  Federal  laws  does  not  pro- 
tect, as  against  condemnation  miller  the  Sherman  Anti-Trast  Act 
of  July  2»  1890»  agreements  between  aaaeciatlons  anbcadng  prob- 
ably 75  per  cent  of  the  book  publishers  and  a  majority  of  the  book- 
sellers in  the  United  States^  whleh  operate  to  restrict  the  sale  of 
copyrighted  books  to  those  only  who  will  maintain  the  fixed  net  re- 
tail price,  and  result  in  almost  completely  destroying  competition 
in  such  books  at  retail,] 
[For  other  cases^  see  Monopoly,  II  b,  in  Digest  Sup.  Gt  190S.] 

The  facts,  which  involve  the  construction  of  the  Sher- 
man Anti-Trust  Act  and  its  application  to  agreements  re- 
garding the  sale  of  copyrighted  books,  are  stated  in  the 
opinion. 

Mr.  Wallace  Macfarlaney  with  whom  Mr.  Edmond  E. 
Wise  was  on  the  brief,  for  plaintiffs  in  error : 

This  court  has  jurisdiction  to  review  the  judgment  of  the 
State  court,  because  that  judgment  decided  against  the 
plaintiffs  in  error  a  Federal  right  specifically  set  up  and 
asserted  by  them  in  the  State  courts,  which  if  decided  in  their 
favor  would  have  required  a  contrary  judgment. 

The  State  court  erred  in  holding  that  the  agreements, 
resolutions,  or  combinations  set  forth  in  the  complaint 
which  were  entered  into  by  the  defendants  were  not  un- 
lawful, illegal,  and  contrary  to  the  statutes  of  the  United 
States,  and  more  particularly  of  the  statute  passed  on  July 
2, 1890,  known  as  ^^An  act  to  protect  trade  and  commerce 
against  unlawful  restraints  and  monopolies,''  in  so  far  as 
concerns  copyrighted  books. 

The  agreements  obviously  restrain  trade.  They  have 
been  entered  into  by  seventy-five  per  cent  of  the  publishers 
of  the  United  States  and  by  a  large  majority  of  the  booksell- 
ers of  the  United  States.  They  affect  interstate  commerce 
as  -well  as  intrastate  trade  and  operate  to  restrain  trade  or 
commerce  among  the  several  States.  Addy%ton  Pipe  dt  Steel 
Oo.  V.  United  Sta$es,  175  U.  S.  211;  8wift  dk  Co.  v.  United 
States,  196  tJ.  S.  876. 

The  Court  of  Appeals  (177  N.  Y.  473)  in  fact  held  that, 
in  so  far  as  copyrighted  books  were  conoeraed,  ihe  com- 
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['SM]'  bimition  was  in  restraint  of  trade,  and'  it  reqnira 
little  reasoning  to  show  that  it  contains  every  elemoit  of 
illegality  as  to*  effect,  intent,  and  method  of  execution  con- 
demned by  this  court  in  the  latest,  as  well  as  many  of  the 
preTions  decisions.  American  Tobacco  Go.  y.  United  States^ 
221  U.  a  106;  Standard  OU  Co.  v.  United  Statee,  221  U.  8. 
1 ;  Montague  v.  Lowry^  198  U.  8.  38;  Bwift  <b  Co.  v.  United 
States,  196  U.  8.  376;  Standard  Sanitary  Mfg.  Co.  v.  United 
States,  226  U.  8.  20;  Dr.  Milee  Medical  Co.  v.  John  D.  Parke 
A  Sons,  220  U.  S.  378;  UnUed  States  v.  Joint  Traffic  Asso., 
171  U.  S.  506;  United  States  v.  Freight  Asso.,  166  U.  8.  290; 
Addyston  P.  <&  S.  Co.  v.  United  States,  176  U.  8.  211: 
Northern  Securities  Co.  y.  United  States,  193  U.  8.  197. 

For  cases  in  which  combinations  similar  to  this  hare  boeo 
condemned  by  the  courts,  see  Cohen  r.  Berlin  db  Jones,  166 
N.  Y.  392;  Cummings  v.  Union  Bluestone  Co.,  164  N.  Y. 
401;  People  v.  Miik  Exchange,  146  N.  Y.  267;  Jwld  v.  Har- 
rington, 139  N.  Y.  106;  People  v.  Sheldon,  189  N.  Y.  261; 
Amot  V.  PitUton  A  Ehnira  Coal  Co.,  68  N.  Y.  668;  In  re 
Jacobs,  98  N.  Y.  98;  People  v.  GHXson,  109  N.  Y.  889;  Enywn 
T.  Jacob  Pharmacy,  41  8.  E.  Rep.  668  (Georgia) ;  Moore  y. 
Bennett  (111.,  1892),  16  L.  R.  A.  361 ;  People  v.  Chicago  Live 
Stock  Assn.,  170  Illinois,  666;  Richardson  v.  ChM,  77  Michi- 
gan, 632 ;  State  v.  Nebraska  DistUiery  Co.,  29  Nebraska,  200; 
Howardson  v.  Y.  A  L.  Co.,  Ill  Wisconsin,  446;  Morris  Run 
Coal  Co.  V.  Bartley  Coal  Co.,  61  Pa.  St.  178;  Bower  v.  Trade 
Council,  68  N.  J.  Eq.  801;  Jackson  v.  Stanftdd,  137  In- 
diana, 692. 

Mr.  Stephen  H.  Olin  and  Mr.  J\ohn  Q.  MiXbnm  for  de- 
fendants in  error: 

This  court  has  no  jurisdiction  to  review  the  de<iision  of 
the  8tate  courts  giving  effect  to  the  copyright  statute. 

The  plaintiffs  in  error  did  not  specially  set  up  or  claim 
[285]  any  right,  privilege,  or  immunity  under  the  Federal 
Anti-Trust  Act,  as  to  which  there  was  a  decision  adverse  to 
the  right  or  privilege  claimed. 

The  complaint  complained  that  the  agreement  therein 
recited  was  unlawful  under  the  State  laws  and  the  Federal 
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statute.  The  decision  was  that  the  agreement  was  unlaw- 
ful under  the  State  statute.  Hence,  the  decision  was  not 
against  the  right  claimed,  although  the  court  did  not  rest 
it  upon  the  Federal  statute. 

Furthermore,  the  right  claimed  under  the  Federal  stat^ 
ute  was  not  specially  set  up  or  claimed,  since  in  the  claim 
as  made  was  involyed  a  non-Federal  claim  made  under  the 
public  policy  and  statutes  of  New  York.  Pierce  v.  Somer- 
set Ry.^  171  U.  S.  641;  AlUn  v.  Arffuimbau^  198  U.  S.  149; 
Dibble  v.  BeTUngham  Bay  Land  Co.y  168  U.  S.  63;  Klinger 
V.  Missouri,  13  Wall,  267;  Eustis  v.  BoUeSy  160  U.  S.  361, 
366;  Johnson  v.  Risk,  137  U.  S.  300. 

No  right  under  the  Federal  Anti-Trust  Act  in  relation  to 
copyrighted  books  was  specially  set  up  or  claimed  by  the 
plaintiffs  at  any  time  before  the  filing  of  the  assignments 
of  error. 

As  the  record  shows  that  no  Federal  question  was  at  any 
time  specially  presented  to  the  appellate  courts  by  the 
plaintiffs,  so  the  opinions  show  that  no  such  question  as  is 
raised  by  the  assignments  of  error  was  in  fact  considered 
or  decided  on  either  of  the  appeals.  177  N.  Y.  473;  193 
N.  Y.  496;  194  N.  Y.  638;  199  N.  Y.  548. 

This  court  has  therefore  no  jurisdiction  to  examine  the 
alleged  errors  assigned.  Klinger  v.  Missouri,  13  Wall.  257; 
De  Sausswe  v.  GaUlard,  127  U.  S.  216;  Johnson  v.  Risk,  187 
U.  S.  300;  Bachtd  v.  Wilson,  204  U.  S.  36,  41;  Ark.  So. 
R.  R.  V.  German  Bank,  207  U.  S.  271;  Leathe  v.  Thomas, 
207  U.  S.  93;  Rogers  v.  Jones,  214  U.  S.  196;  Sauer  v.  New 
York,  206  U.  S.  536,  546;  Murdock  v.  Memphis,  20  Wall. 
590;  Hale  v.  Akers,  132  U.  S.  554;  Eustis  v.  Bowles,  159  U.  S. 
361;  Waters-Pierce  OU  Co.  v.  Texas,  212  U.  S.  [226]  112; 
Pierce  v.  Somerset  Railway,  171  U.  S.  641;  Appleby  v. 
Buffcdo,  221  U.  S.  524. 

No  inference  of  the  denial  of  the  Federal  question  raised 
in  the  assignments  of  error  can  be  based  upon  the  decision 
itself,  because  it  might  have  rested  upon  any  of  several  oth^ 
grounds,  each  of  which  is  broad  enough  to  sustain  it. 

The. Sherman  Act  is  not  applicable  ix^  such  an  action  as 
this  when  brought  in  the  State  court 
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Agreements  creating  a  monopoly  in  restraint  of  trade  and 
against  public  policy,  though  invalid  and  unenforcible,  are 
not  illegal  in  the  sense  of  giving  a  right  of  action  to  third 
persons  for  an  injury  sustained,  nor  as  affording  ground  for 
an  injunction  against  threatened  injury.  National  Fire- 
proofing  Co.  V.  Mason  Builders^  Assn.,  169  Fed.  Bep.  259; 
Penn.  R.  R.  Co.  v.  Hughes^  191  XJ.  S.  477;  Locker  v.  AriMr- 
icon  Tobacco  Co^  121  App.  Div.  443,  449,  affd.  196  N.  Y. 
565 ;  Missouri  v.  Associated  Press^  51  L.  R.  A.  170. 

No  ease  has  been  found  in  which  a  State  court  has  allowed 
a  recovery  based  upon  the  Sherman  Act  or  on  account  of  its 
violation. 

In  a  suit  for  an  injunction  not  brought  by  the  Attorney 
General  there  can  be  no  recovery  on  the  ground  that  a  com- 
bination is  illegal  under  the  Federal  Anti-Trust  Act.  Nat. 
Fireproofimg  Co.  v.  Mason  Builders*  Assn.^  169  Fed  Eep. 
259,  263;  Pidcock  v.  Harrington^  64  Fed.  Rep.  821;  Greet, 
Mills  <&  Co.  V.  StoOer,  77  Fed.  Rep.  1. 

The  plaintiffs  have  not  come  into  a  court  of  equity  with 
clean  hands,  nor  does  it  appear  that  the  plaintiffs  have  suf- 
fered any  actionable  damage  whatever  from  the  acts  com- 
plained of. 

Notwithstanding  the  Federal  Anti-Trust  Act  it  is  lawful 
for  a  publisher  when  selling,  at  wholesale,  books  copyrighted 
by  him  to  fix,  by  agreement  with  the  purchasing  bookseller, 
the  retail  price  at  which  such  copyrighted  books  shall  be 
sold  during  a  period  of  one  year.  Such  is  the  rule  [227]  in 
patent  cases.  Bement  v.  Nat.  Harrow  Co.,  186  U.  S.  70,  91, 
92,  93 ;  Henry  v.  Dick  Co.,  224  U.  8.  1,  31,  39,  43,  44,  45,  46, 
47;  Victor  Talking  Maeh.  Co.  ▼.  The  Fair,  123  Fed.  Rep. 
424;  Nat.  Phonograph  Co.  v.  ScKtegd,  128  Fed.  Rep.  738, 
785 ;  Robinson  on  Patents,  §  824 ;  Edison  PJionograph  Co.  v. 
Kaufmann,  105  Fed.  Rep,  960;  Park  dk  Sons  v.  Hartmann, 
163  Fed.  Rep.  24;  Edison  Phonograph  Co.  v.  Pike,  116  Fed. 
Rep.  868.  • 

This  rule  applies  also  in  copyright  cases. 

Certain  uses  of  the  copyrighted  book  or  article  by  a  pur«-. 
chaser  have  been  held  to  be  lawful;  but  all  other  uses  are 
within  the  absolute  and  exclusive  control  of  the  owner  of 
the  copyright   Drone  on  Oopyright,  387-<S99^  433^  467. 
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TSbm  mm^  rule  should  be  applied  to  a  copyright  as  to  a 
patent  for  a  machine.   Story ^  v.  Holc&mbe^  4  McLean,  306. 

The  conits  have  followed  tbe  patent  cases  whenever  ap- 
plicable. Macgillivray  on  Copyright^  281^  282;  OaUaghan 
v.  Myers,  128  U.  S:  617;  Reed  v.  HoOAday,  19  Fed.  Bep. 
326;  LiH  Pub.  Co.  v.  KeUer,  80  Fed.  Rep.  772;  OOmore  t. 
ATiderson,  38  Fed.  Bep.  846;  Rurper  Bros.  v.  Donohue,  144 
Fed.  Rep.  491,  492;  West  Pub.  Go.  v.  L<myers'  Go-op.  Pub. 
Go,,  64  Fed.  Rep.  860;  Harper  v.  Ramous,  67  Fed.  Rep.  904; 
Dtdy  V.  Webster,  66  Fed.  Rep.  488,  488;  OgtJhie  v.  Merriam 
Go.,  149  Fed.  Rep.  868,  862;  Doan  v.  ilm.  J?O0A;  0^^.,  105 
Fed.  Rep.  772,  776. 

The  owner  of  the  copyri^t  may  make  a  valid  contract 
with  his  publishers  as  to  tY^  selling^  price  of  copies  of  the 
copyrighted  article.  Drone  on  Copyright,  366;  Murphy  v. 
Gkristian  Press  Assn.,  88  App.  Div.  426,  480;  Parton  v. 
Prang,  8  Cliff.  637;  Budson  v.  Patten,  1  Root  (Conn.),  188; 
Aronson  v.  Baker,  43  N.  J.  Eq.  866,  869;  Park  v.  Natl. 
Wholesate  Druggists^  Assn.,  176  N.  Y.  1,  19. 

An  owner  of  copyright  is  not,  on  the  sale  of  a  copy- 
righted article,  necessarily  divei^ted  of  all  his  statutory 
[228]  rights  in  regard  to  it,  but  only  of  such  ri^tts  as  he 
conveys.  Cooper  v.  Stephens  (1896),  1  Ch.  667;  Marshall 
A  Co.,  Ltd.,  V.  BuU,  Ltd.,  86  Law  Times  Rep.  77,  82;  Pa^ 
t&rson  V.  OgUvie,  119  Fed.  Rep.  463;  Stevens  v.  Oladding, 
17  How.  447. 

The  views  of  defendant  in  error  are  sustained  in  Dr. 
Maes  Medical  Go.  v.  Park  Sons  db  Co.,  220  U.  S.  87«,  404; 
Henry  v.  Dick  Co.,  224  U.  S.  1,  43-47. 

The  agreement  involved  was  not  in  violation  of  the  Sher* 
man  Act. 

While  it  may  be  that  all  publishers  could  not  lawfully 
agree  to  fix  a  price  upon  all  copyrighted  books,  Murphy  v. 
Christia/n  Press  Assn.,  88  App.  Div.  426,  (^  enter  into  a 
combination  to  restrict  the  output  and  destroy  competi* 
tion.  Standard  Samtary  Mfg.  Go.  v.  United  SicUs,  226  U.  S. 
20,  on  the  other  hand  any  or  all  of  them  might  maba  rules 
for  regulating  tha  conduct  of  their  busineaB  among  theai- 
selves  and  with  the  prublic,  and  providing  for  just  and  fair 
dealings  among*  them^  prdvidect'  tl^o  r^guhtiona 
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for  the  legitimate  purpose  of  reesonsbly  forWafdiiig  per- 
sonal interest  and  developing  trade^  without  inteat  to  wrong 
the  general  public  or  limit  the  rif^t  of  individuals,  or  re- 
strain the  free  flow  of  commerce,  or  bring  about  the  evils, 
such  as  enhancement  of  prices,  which  are  considered  to  be 
against  public  policy.  Anderson  v.  United  Statee^  171  U.  S. 
604;  Hopkins  v.  United  States,  171  U.  S.,  578;  Standard 
Oa  Co.  V.  United  States,  221  U.  S.  1,  68;  Straus  v. 
American  Publishers'  Assn.,  177  N.  Y.  478,  477,  488,  489, 
490,  491;  Park  <&  Sons  Co.  t.  Not.  Druggists  Assn.,  176 
N.  Y.  L 

Regulating  trade  is  not  restraining  trade^  There  is  a 
well  recognized  difference.  United  States  v.  Beardon,  191 
Fed.  Bep.  454,  468;  Fonotipia,  Ltd.,  v.  Bradley,  171  Fed. 
Sep.  951,  959;  Heim  v.  N.  T.  Exchange,  64  Misc.  Bepi.  529, 
531 ;  Am.  Live  Stack  Com.  Co.  v.  Chicago  Live  Stock  Eoh 
change,  143  Illinois,  210l 

[S89]  Mr.  Justice  Day  delivered  the  opinion  of  the  court. 

This  is  a  writ  of  error  to  review  a  judgment  of  the  Su- 
preme Court  of  the  State  of  Kew  York,  rendered  on  remit- 
titur from  the  Court  of  Appeals,  refusing  to  grant  to  the 
plaintiffs  in  error  an  injunction  restraining  any  interference 
with  their  purchase  and  sale  of  copyrighted  books  and  dam- 
ages, the  defendants  acting  under  an  agreement  alleged  to 
be  violative  of  the  laws  of  New  York  and  the  Sherman 
Anti-Trust  Act  (act  of  July  2, 1890, 26  Stat.  209,  c.  647). 

The  suit  originated  in  a  bill  filed  in  the  Supreme  Court  of 
the  State  of  New  York  for  New  York  County,  in  which  the 
plaintiffs  in  error  alleged  that  they  conducted  a  department 
store  in  New  York  City,  a  large  department  of  which  was 
devoted  to  books,  magazines,  and  pamphlets;  that,  because 
of  their  methods  of  business,  they  had  been  able  to  under- 
sell other  retail  book  stores;  that  the  defendants  in  error, 
through  the  American  Publishers'  Association  and  the 
American  Booksellers'  Association,  and  by  means  of  resolu<- 
tions  and  agreements,  with  the  cooperation  of  the  associa- 
tions and  their  members,  and  by  the  use  of  various  practices 
and  methodis,  to  the  end  that  books  should  be  sold  to  the 
booksellers  only  who  would  maintain  the  retail  pri^  up^a 
96836*— TO.  4—17— M 
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net  copyrighted  books  for  one  year  and  who  would  not  sell 
books  to  anyone  who  would  cut  such  prices,  had  restrained 
and  prevented  competition  in  the  State  of  New  Yoi^  and 
throughout  all  of  the  United  States  in  the  supply  and  price 
of  books,  and  that  the  business  of  the  plaintiffs  in  error  had 
been  seriously  affected,  and  they  prayed  that  the  ccmibina- 
tion  and  agreements  be  declared  unlawful  and  that  defend- 
ants be  enjoined  from  acting  thereunder  or  accomplishing 
the  purposes  thereof,  and  for  damages.  A  demurrer  haying 
been  interposed  to  the  complaint  and  sustained  by  the  court 
at  special  term  and  the  interlocutory  judgment  [280]  there 
entered  having  been  reversed  upon  appeal  to  the  Appellate 
Division  of  the  First  Department,  the  Court  of  Appeals, 
permission  having  been  granted  to  appeal  and  the  question 
certified,  affirmed  the  decision  and  held  that,  so  far  as  the 
bill  related  to  copyrighted  books,  the  demurrer  was  good, 
but  that  as  to  uncopyrighted  books  the  complaint  stated 
facts,  sufficient  to  constitute  a  cause  of  action.  177  N.  Y.  473. 
Amended  answers  having  been  filed  upon  trial  to  the 
court  without  a  jury,  the  court  made  findings  of  fact  from 
which  it  appears  that  the  material  allegations  of  the  com- 
plaint are  true,  as  above  set  forth,  and  further  that  about 
April  1,  1904,  and  after  the  decision  of  the  Court  of  Ap- 
peals, reported  in  177  N.  T.,  the  associations  amended  their 
resolutions  and  agreements  so  as  to  restrict  the  applica- 
tion and  operation  thereof  to  copyrighted  books  only;  that 
About  January  19,  1907,  the  Publishers'  Association  re- 
voked all  its  former  resolutions  and  ad<^ted  a  new  resolu- 
tion, but  that  the  associations  had  continued  the  same  course 
as  to  copyrighted  books  as  was  followed  before  the  passage 
of  such  resolution.  The  court  concluded  that  the  resolu- 
tions and  agreements,  so  far  as  they  related  to  uncopy- 
righted books,  were  unlawful  and  contrary  to  the  laws  of 
New  York,  and  to  that  extent  granted  relief  by  way  of 
injunction  and  dapiages,  but  held  that  as  to  copyrighted 
books  the  agreements,  resolutions,  and  acts  of  the  defend- 
ants were  not  unlawful,  and  entered  an  interlocutory  judg- 
ment accordingly;  and  in  its  opinion  tlvQ  court  stated  that 
the  former  decision  of  the  Court  of  Appeals  in  the  case 
^(177  2f.  Y:  478)  was  controlling.    Plaintiffs  in  error  ez- 
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cepted  to  the  conclusions  of  law  made  by  the  court  restrict- 
ing the  illegality  of  the  combinations  to  uncopyrighted 
books  and  requested  that  certain  conclusions  be  made  and 
excepted  to  the  refusal  to  find  the  conclusions  submitted  by 
them. 

From  that  part  of  the  interlocutory  judgment  denying 
[231]  relief  as  to  copyrighted  books  the  plaintiffs  in  error 
appealed  to  the  Appellate  Division,  which,  also  upon  the 
authority  of  177  N.  Y.  478,  affirmed  the  interlocutory  judg- 
ment, and  judgment  of  affirmance  was  entered  in  the  Su- 
preme Court;  and,  with  permission,  an  appeal  was  taken 
to  the  Court  of  Appeals,  which  answered  in  the  negative 
the  question  certified  by  the  Appellate  Division  as  to  whether 
plaintiffs  in  error,  in  so  far  as  copyrighted  books  were  con- 
cerned, were  entitled  to  relief,  adhering  to  its  previous 
decision  (177  N.  Y.  478).  193  N.  Y.  496.  Judgment  was 
so  entered  on  remittitur  to  the  Supreme  Court.  The  report 
of  the  referee  appointed  to  ascertain  the  amount  of  the 
damages  sustained  by  the  plaintiffs  in  error  in  the  sale  of 
uncopyrighted  books  having  been  filed  and  approved,  final 
judgment  was  entered  in  the  Supreme  Court  granting  an 
injunction  and  damages  as  to  uncopyrighted  books  oiily, 
and  upon  appeal  to  the  Court  of  Appeals  that  court  affirmed 
the  final  judgment  (199  N.  Y.  548)  and  remitted  the  case 
to  the  Supreme  Court.  Judgment  on  remittitur  was  accord- 
ingly entered,  and  this  writ  of  error  sued  out  to  review  that 
judgment. 

In  this  court  a  motion  was  made  to  dismiss  the  writ  of 
error  upon  the  ground  that  it  presents  no  Federal  question 
so  saved  and  brought  here  as  to  permit  a  review  of  such 
question.  When  the  case  was  before  the  Court  of  Appeals 
upon  demurrer  to  the  complaint  (177  N.  Y.  473)  that  court 
held  that  the  agreement,  as  to  copyrighted  books,  was  not 
illegal,  because  of  the  monopoly  granted  to  the  holder  of  a 
copyright  under  the  statutes  of  the  United  States.  The 
court  held  that  the  agreement  as  to  uncopyrighted  books 
was,  however,  in  violation  of  the  so-called  antitrust  law  of 
New  York,  chapter  690,  Laws  of  1899,  making  contracts, 
agreements,  etc.,  creating  monopoly  or  restraining  or  pre- 
venting competition  in  the  supply  or  price  of  articles  or 
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oommodities  void  as  against  public  policy.  Subsequentlj 
the  agreement  was  modified  so  as  [238]  to  apply  to  copy- 
righted books  only  and  findings  of  fact  were  specifically 
made  upon  which  the  case  again  went  to  the  Court  of  Ap- 
peals of  New  York  upon  the  certified  question:  **Are  the 
plaintiffs,  under  the  findings  of  fact  contained  in  the  de- 
cision in  this  case,  entitled,  in  so  far  as  copyrighted  books 
are  concerned,  to  the  relief  demanded  in  the  complaint,  or 
to  any  relief  as  against  the  defendants  in  this  case?"  Upon 
the  record  the  Court  of  Appeals  by  a  majority  adhered  to 
its  former  decision,  notwithstanding  the  decision  of  Bohhs- 
Merrill  Co,  v.  Straus^  210  U.  S.  839,  which  had  in  the  mean- 
time been  decided  by  this  court,  and  held  that,  as  the  object 
of  the  copyright  and  patent  statutes  was  to  give  monopolies, 
c<mtracts  made  by  the  owners  of  copyrights  to  secure  the 
fullest  protection  in  the  enjoyment  of  their  monopolies 
would  not  be  condemned  by  the  courts  as  being  in  unlawful 
restraint  of  trade,  at  least  not  until  the  Supreme  Court  of 
the  United  States  had  pronounced  differently  (198  N.  Y. 
496).  Three  of  the  justices  dissented  upon  the  ground  that 
the  agreement  was  clearly  one  in  restraint  of  trade,  as  they 
had  theretofore  held,  and  that  the  decision  of  this  court  in 
BohhS'MerrUl  Co.  v.  Straus^  suprOj  had  so  construed  the 
copyright  act  as  to  limit  the  right  of  a  copyright  holder  to 
the  sale  of  copyrighted  works  and  did  not  have  the  effect  to 
protect  such  monopolistic  agreements  as  were  shown  in  the 
present  case.  As  to  uncopyrighted  books  the  views  thereto- 
fore expressed  were  maintained  by  the  court  and  upon  re- 
mittitur judgment  was  entered  granting  injunction  and 
damages  as  to  such  books. 

An  inspection  of  the  record  diows  that  before  the  case 
went  before  the  Court  of  Appeals  for  decision  the  second 
time  upon  the  facts  found  in  the  lower  court  the  following 
eonclusions  of  law  were  specifically  requested  covering  the 
effect  of  the  Sherman  Anti-Trust  Act  as  to  copyrighted 
books  dealt  with  in  interstate  commerce,  as  was  found  to 
be  established  by  the  facts  in  the  present  case: 

[288]  "'YII.  That  sach  resolntlonB  and  agreements  purporting  to 
restrict  the  effect  of  the  combination,  arrangementp  or  contracti  to 
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oc^vyrlgbted  books  likewise  alBect  an  article  of  Interstate  eoBunflrce 
and  was  unlawful  and  contrary  to  the  aforementioned  statute  [the 
Sherman  Anti-Trust  Act]  of  the  United  States  as  being  in  restraint 
to  interstate  commerce  and  tending  to  create  a  monopoly. 

**IX.  That  the  owners  of  several  separate  copyrights  are  not  em- 
powered to  enter  Into  any  contract  or  agreement  or  combination  be- 
tween themselves  concerning  the  sui^ly  and  price  of  books  published 
under  their  separate  copyrights  which  would  be  unlawful  and  con- 
trary to  the  statutes  of  the  United  States  against  combinations  in 
restraint  of  trade  or  for  the  purpose  of  creating  a  monopoly,  if 
entered  into  with  reference  to  the  supply  or  price  of  uncopyrighted 
books,** 

It  is  thus  apparent  that,  when  the  defendants  below  set 
up  the  copyright  statute  of  the  United  States  as  an  author- 
ity for  the  agreement  of  the  character  here  in  question, 
the  plaintiffs  contended  that  such  agreement  was  not  only 
beyond  the  authority  conferred  in  the  copyright  act  but 
was  in  violation  of  the  terms  of  the  Sherman  Anti-Trust 
Law,  making  illegal  combinations  in  restraint  of  trade  and 
tending  to  monopoly.  This  contention  was  in  terms  denied 
by  the  lower  court  and  the  decision  upon  the  facts  went  to 
the  Court  of  Appeals,  with  the  result  which  we  have  stated. 
The  contention  thus  made  as  to  the  effect  of  the  Sherman 
Anti-Trust  Act  when  read  in  connection  with  the  copy- 
right act  of  the  United.  States  presented  a  question  of  a  Fed- 
eral character  to  the  State  courts,  which  claim  of  Federal 
right  was  necessarily  denied  in  the  decision  of  the  Court  of 
Appeals,  affirming  the  judgment  of  the  court  below.  One 
who  sets  up  a  Federal  statute  as  giving  immunity  from  a 
judgment  against  him,  which  claim  is  denied  by  the  de- 
cision of  a  State  court,  may  bring  the  case  here  for  review 
under  §  709  of  the  Revised  Stat[234]utes,  now  §  287  of 
the  Judicial  Code.  Nutt  v.  Knut^  200  U.  S.  12;  St.  Louis  dh 
Iron  Motmtam  Ry.  v.  Taylor y  210  U.  S.  281 ;  St.  Louis  <t 
Iron  MomUam  Ry.  v.  McWhirter,  229  U.  S.  265.  The  mo- 
tion to  dismiss  for  want  of  jurisdiction  must  therefore  be 
overruled. 

This  court  in  the  case  of  Bohbs-MerriU  Co.  v.  Straus^ 
supra^  held  that  the  copyright  act  did  not  grant  the  right 
to  fix  a  limitation  upon  prices  of  books  at  subsequent  sales 
to  purchasers  from  retailers  by  notice  of  price  limitation 
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inscribed  upon  the  book,  and,  (xmstruing  the  copyright  act, 
held  that  in  conferring  the  right  to  vend  a  book  it  did  not 
intend  to  confer  upon  the  holder  of  the  copyright  any 
further  right  after  he  had  exercised  the  right  to  vend 
secured  to  him  by  the  act. 

In  the  case  of  Standard  Sanitary  Mfg.  Co.  v.  United 
States^  226  U.  S.  20,  this  court  had  under  consideration  the 
effect  of  the  patent  statute  upon  agreements  found  to  be 
unlawful  under  the  Sherman  law,  and  the  agreements  con- 
demned were  held  not  to  be  protected  as  within  the  patent 
monopoly  conferred  by  the  statute.  Replying  to  the  con- 
tention as  to  the  protection  which  the  patent  law  gave  to 
enter  into  such  agreements,  this  court  said  (p.  49) : 

"  Eights  conferred  by  patents  are  indeed  very  definite  and 
extensive,  but  they  do  not  give  any  more  than  other  rights 
an  universal  license  against  positive  prohibitions.  The  Sher- 
man law  is  a  limitation  of  rights — ^rights  which  may  be 
pushed  to  evil  consequences  and  therefore  restrained." 

So,  in  the  present  case,  it  cannot  be  successfully  contended 
that  the  monopoly  of  a  copyright  is  in  this  respect  any  more 
extensive  than  that  secured  under  the  patent  law.  No  more 
than  the  patent  statute  was  the  copyright  act  intended  to 
authorize  agreements  in  unlawful  restraint  of  trade  and 
tending  to  monopoly,  in  violation  of  the  specific  terms  of 
the  Sherman  law,  which  is  broadly  de[235]signed  to  reach 
all  combinations  in  unlawful  restraint  of  trade  and  tending 
because  of  the  agreements  or  combinations  entered  into  to 
build  up  and  perpetuate  monopolies. 

From  the  finding  of  facts  upon  which  the  court  certified 
the  question  decided  to  the  Court  of  Appeals,  after  the 
attempted  reformation  in  view  of  the  first  decision  of  that 
court  it  appears  that  the  Publishers'  Association  was  com- 
posed of  probably  seventy-five  per  cent  of  the  publishers 
of  copyrighted  and  uncopyrighted  books  in  the  United 
States  and  that  the  Booksellers'  Association  included  a 
majority  of  the  booksellers  throughout  the  United  States; 
that  the  associations  adopted  resolutions  and  made  agree- 
ments obligating  their  members  to  sell  copyrighted  books 
only  to  those  who  would  maintain  the  retail  price  of  such 
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net  copyrighted  books,  and,  to  that  end,  that  the  Associa- 
tions combined  and  cooperated  with  the  effect  that  competi- 
tion in  such  books  at  retail  was  almost  completely  destroyed. 
The  findings  further  show  that  the  associations  employed 
various  methods  of  ascertaining  whether  prices  of  net  copy- 
righted books  were  cut  and  whether  there  was  competition 
in  the  sale  thereof  at  retail,  and  issued  cut-off  lists,  so- 
called,  directing  the^soontinuance  of  the  sale  of  such  books 
to  offenders,  and  that  the  plaintiffs  in  error,  who  had  failed 
to  maintain  net  prices  upon  copyrighted  books,  had  been 
put  upon  the  cut-off  lists  and  were  unable  to  secure  a  supply 
of  such  books  in  the  ordina.7  course  of  business.  It  further 
appears  that  in  some  instances  dealers  who  had  supplied 
the  plaintiffs  in  error  were  wholly  ruined  and  driven  out 
of  business;  that  the  Booksellers'  Association  widely  cir- 
culated the  names  of  such  dealers  and  warned  olihers  to 
avoid  their  fate,  and  that  various  circulars  were  issued  to 
tae  trade  at  large  by  both  associations  warning  all  persons 
against  dealing  with  the  plaintiffs  in  error  or  other  so-called 
price  cutters;  that  after  the  reformation  of  the  resolutions 
and  agreements  in  1904  the  associations  and  [236]  their 
members  continued  the  same  methods  as  to  ascertaining  the 
supply  of  copyrighted  books  of  the  plaintiffs  in  error,  as  to 
cut-off  lists  and  circulars  to  the  trade,  and  that,  although  in 
1907  the  resolution  of  the  Publishers'  Association  was  modi- 
fied so  that  the  '^  agreement "  became  a  ^^  recommendatiop," 
the  cut-off  lists  were  still  issued,  with  plaintiff's  name  there- 
on and  that  the  dealers  still  refused  to  supply  plaintiffs 
in  error  with  books  of  any  kind.  And  it  also  appears  from 
the  finding  of  &cts  that  the  members  of  the  associations 
resided  in  and  carried  on  the  business  of  selling  books  in 
many  different  States  and  purchased  books  from  persons  in 
many  States  other  than  the  one  in  which  they  resided  and 
did  business;  and  that  the  rules,  regulations,  and  agreements 
of  the  associations  were  enforced  against  all  publishers  and 
dealers  in  books  throughout  the  United  States,  whether  ^ey 
were  members  of  either  association  or  not  and  whether 
they  purchased  books  in  one  State  for  transportation  and 
delivery  in  another  or  for  delivery  in  the  State  where 
purchased. 
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W«  agiee  with  the  Court  of  Appeals  in  its  chaiaoterisa- 
tion  of  ih%  agreement  involved  in  this  case,  about  which 
there  seems  to  have  been  no  difference  df  opinion,  except 
as  to  the  supposed  protection  of  the  copyright  act.  It 
manifestly  went  beyond  any  fair  and  legal  agreement  to 
protect  prices  and  trade  as  among  the  parties  thereto  and 
prevented,  as  the  Court  of  Appeals  said,  when  dealing 
with  uncopyrighted  books,  the  sale  of  books  of  any  kind, 
at  any  price,  to  those  who  were  condemned  by  the  terms 
of  the  agreement  and  with  whom  dealings  were  practically 
prohibited.  We  conclude,  therefore,  that  the  Court  of  Ap- 
peals erred  in  holding  that  the  agreement  was  justified 
by  the  c<^yright  act,  and  was  not  within  the  denunciation 
of  the  Sherman  Act,  and  in  denying,  for  that  reason  alone, 
the  right  of  the  plaintiffs  in  error  to  recover  under  the  State 
act  as  to  copyrighted  books. 

[887]  This  view  of  the  case  renders  it  unnecessary  to  de- 
cide whether  an  original  action  can  be  maintained  in  the 
State  cousrts  seeking  an  injunction  and  to  recover  damages 
under  the  Sherman  Law. 

As  the  Federal  question,  made  in  the  manner  which  we 
have  stated,  was  in  our  view  wrongly  decided  and  such 
decision  was  the  basis  of  the  judgment  in  the  State  court, 
the  judgment  of  that  court  must  be  reversed.  Murdoek  v. 
City  of  Memphis,  20  Wall.  690,  634. 

Judgment  reversed  and  case  remanded  to  the  State  court 
whence  it  came  for  further  proceedings  not  inconsistoit 
with  this  opinion. 

UNITED  STATES  v.   EASTERN  STATES  RETAIL 
LUMBER  DEALERS'  ASS'N  ET  AL.« 

(District  Court,  S.  D.  New  York.    Jaauary  0»  1A12.) 

[201  Fed.  Rep.,  581.] 

MONOP0LIX9     (I    12)— ShKBKAN    AktI-TbUBT    Acr--<301CWNATX0KB    in 

RxsTRAiirr  OF  Tradk — Ltjxbesb  Deaiebs'  AsaociATioivs. — ^Associa- 
tions of  retail  lumber  dealers,  which  Issue  and  distribute  among 
their  members  "  official  reports/'  containing  lists  of  wholesale  deal- 

*For  opinion  of  the  Supreme  Ck>urt  (28^  U.  S.,  600),  see  po*U 
page  808. 
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ers  doing  an  Interstate  business,  who  baTe  made  aales  direct  to  con- 
sumers, and  soliciting  information  as  to  other  such  sales,  for  the 
purpose  and  with  the  effect  of  influencing  members  recelying  them 
to  cease  buying  from  such  wholesale  dealers,  are  combinations  in 
restraint  of  Interstate  trade  and  conunerce,  and  unlawful,  under 
Sherman  Anti-Trust  Act,  July  2, 1880,  c  647,  1 1,  26  Stat  200  (U.  S. 
Gomp.  St  1001»  p.  3200).* 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Cent  Dig.  I  10 ;  Dec. 
Dig.  I  12.] 
MoNOPOUSS  (I  12) — ^Shebman  Anti-Tbust  Act — ^"Rxsteaiivt  of 
TaADK.*'— The  words  "  restraint  of  trade,**  as  used  In  Sherman  Anti- 
Trust  Act,  July  2,  1890,  c.  647,  I  1,  26  Stat  200  (U.  S.  Oomp.  St 
1801,  p.  3200),  are  to  be  construed  as  including  "restraint  of  com- 
petition." 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Cent.  Dig.  1 10 ;  Dec. 
Dig.  I  12. 

For  other  definitions,  see  Words  and  Phrases,  vol.  7,  i^.  6186, 
6186.] 

In  Equity.  Suit  by  the  United  States  against  the  Eastern 
States  Retail  Lumber  Dealers'  Association  and  others.  De- 
cree for  complainant. 

This  is  an  action  under  the  Anti-Trust  Act,  brought  by 
the  United  States  against  various  associations  and  corpora- 
tions composed  of  retail  lumber  dealers,  who  are  charged 
witili  being  parties  to  a  general  conspiracy  and  combination, 
which  it  is  alleged  has  limited  competition  and  unlawfully 
obstructed  the  free  flow  of  trade  and  commerce  among  the 
States  in  lumber  and  lumber  products. 

Clark  McKercher^  Special  Asst.  Atty.  Gen,,  of  Washing- 
ton, D,  C,  for  the  United  States. 

Alfred  B.  Gruikshank^  ot  New  York  City,  for  Eastern 
States  Betail  Lumber  Co.  and  others. 

Morgatiy  Lewis  <&  Bockiua^  of  Philadelphia,  Pa.  {Haw- 
aitd  Tixylar^  of  St.  Louis,  Mo.,  of  counsel),  for  Philadelphia 
Betail  Lumber  Dealers. 

Before  Lacombe,  Coze,  Wabd,  and  Notes,  Circuit  Judges. 
•  SyUabns  copyrighted,  1918,  by  West  Pobll^ilng  Ck>nipany. 
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Lacomhb,  Circuit  Judge. 

[1]  Although  the  record  is  a  long  one,  the  concrete  ques- 
tions here  presented  lie  within  a  narrow  compass.  Certain 
resolutions,  which  at  one  time  or  another  were  adopted  at 
conferences  between  the  defendants  represented  by  dele- 
gates, [582]  were  abrogated  some  time  before  the  suit  was 
brought.  Various  lists  were  circulated  in  the  trade,  at 
one  time  or  another,  known  in  the  record  as  the  "Yes 
List,"  the  "  No  List,"  "  List  No.  1,"  "  List  No.  2,"  and  "  List 
C";  but  the  circulation  of  such  lists  stopped  before  suit  was 
brought,  and  there  is  nothing  in  the  record  to  indicate  that 
there  is  any  intention  to  resume  their  circulation  by  defend- 
ants or  by  anyone  else.  The  extensive  testimony  as  to  these 
earlier  resolutions  and  lii^  was  properly  introduced  as 
illuminative  of  the  intent  with  which  the  continuing  circu- 
lation of  other  lists  is  carried  on  and  of  the  object  sought 
to  be  obtained  thereby. 

The  lists  which  are  still  being  circulated  may  be  called, 
for  lack  of  a  better  name,  "  Official  Reports."  Nothing  else, 
so  far  as  we  understand  it,  is  now  or  was  being  done  at  the 
time  suit  was  brought  by  defendants  as  a  combination,  ex- 
cept the  circulation  of  these  lists,  among  the  members  of 
retail  lumber  dealers'  associations  and  corporations.  This 
seems  to  be  the  extent  of  their  offending.  Each  of  these 
Official  Reports  reads  as  follows : 

"Official   Report. 

"[Name  of  the  Particular  Association  Circulating  It] 

"  Statement  to  Members  [with  the  Date]. 

"You  are  reminded  that  it  is  because  you  are  memi>ers  of  our 
association,  and  have  an  interest  in  common  with  your  fellow  mem- 
bers in  the  information  contained  in  tbis  statement,  that  they  com- 
municate it  to  you»  and  that  they  communicate  it  to  you  in  strictest 
confidence  and  with  the  understanding  that  you  are  to  receive  and 
treat  it  in  the  same  way. 

"The  following  are  reported  as  having  solicited*  quoted,  or  as 
having  sold  direct  to  the  consumers':  [Here  follows  a  list  of  tile 
names  and  addresses  of  various  wholesale  dealers.] 

"Members,  upon  learning  of  any  instance  of  persons  soliciting, 
quotiiori  or  selling  direct  to  consumers  should  at  once  report  same, 
and  in  so  doing  should,  if  possible,  supply  the  foUowing  informati<»i : 

"The  number  and  Initials  of  car, 
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"The  name  of  conenmor  to  whom  the  car  is  oonfflgne^ 
"The  initials  or  name  of  shipper. 
"The  date  of  arrival  of  car. 
"The  place  of  delivery. 
"The  point  of  origin.'* 

A  brief  statement  of  the  conditions  of  the  lumber  business 
will  make  plain  the  bearing  of  this  circular.  The  trade  for 
a  long  time  has  been  naturally  divided  into  separate  groups : 

1.  The  manufacturer  or  millman  usually  turns  the  stand- 
ing timber  or  the  felled  trees  into  one  or  more  kinds  of 
rough  lumber.  He  sells  either  directly  to  the  retail  yard 
dealer,  or  to  the  wholesale  dealer,  or  to  large  consumers 
using  large  quantities  of  one  kind  of  lumber. 

2.  The  wholesale  dealers  are  usually  located  at  or  near 
the  large  markets,  such  as  New  York,  Chicago,  etc.  In 
some  cases  the  wholesale  dealer  maintains  a  yard;  but 
usually  he  does  not  do  so,  acting  as  middleman  to  transmit 
orders  from  his  customer  to  the  millman,  who  fills  the 
order  direct  to  the  customer.  A  very  large  part  of  the 
wholesaler's  business  is  the  selling  of  large  lots  (car  load 
or  schooner  load  shipments)  to  the  retail  dealer.  There 
are  some  wholesalers  who  make  it  a  rule  to  sell  and  ship 
only  to  retail  yards;  others  sell  only  to  large  [688]  con- 
sumers ;  others  sell  to  both  classes.  The  brief  for  the  Gov- 
ernment contains  this  statement,  which  seems  to  be  supported 
by  the  record: 

"It  has  been  the  custom  for  nearly  all  manufacturers,  millmen, 
and  wholesalers  of  good  standing  to  protect  the  retail  yard  dealer 
in  any  city  by  refusing  to  sell  to  a  consumer  who  is  a  customer  of 
the  retail  yard  dealer  to  whom  such  manufacturer  or  wholesaler 
sold  lumber.  But  there  is  and  always  has  been  a  large  class  of 
reputable  manufacturers  and  wholesale  dealers  who  sell  lumber  to 
large  consumers  in  any  city  where  such  manufacturers  and  whole- 
salers have  no  customers  among  retail  yard  dealers,  or  where  the 
large  consumer  is  not  a  customer  of  any  yard  at  retail  prices." 

3.  The  retail  dealers  are  located  in  nearly  every  town  and 
city  in  the  New  England  and  Middle  States.  They  have 
yards  in  which  they  store  lumber  bought  from  the  whole- 
saler or  the  millman.  From  his  yard  the  retailer  supplies 
the  local  demand  for  building  or  manufacturing  purposes. 
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In  some  places  tfie  retailer  also  delivers  lumber  to  the  con- 
sumer directly  from  schooners  or  cars,  without  first  placing 
in  his  yard,  where  the  order  is  for  a  large  quantity. 

4.  The  consumers  are  divided  into  several  groups:  (a) 
The  contracting  builder  of  houses,  bridges,  wharves,  and 
who  also  does  repair  and  construction  work  of  all  kinds. 
(b)  The  converter  or  manufacturer,  who  converts  the  sawed 
lumber  into  furniture  and  ^'  trim,"  such  as  moldings,  frames, 
sash,  doors,  and  blinds,  and  in  some  cases  into  boxes  and 
containers,  (c)  The  United  States  (Government,  and.  in 
some  localities,  municipalities  and  railroads,  (d)  The  i^mall 
consumer  of  lumber  for  small  building,  repair,  and  construc- 
tion work,  (e)  Large  factories  and  manufacturing  estab- 
lishments using  lumber  in  large  quantities  for  special  pur> 
poses. 

The  retail  dealer  has  to  carry  many  different  kinds  of 
lumber  in  stock  in  his  yard  to  make  prompt  delivery  of 
what  may  be  called  for.  The  natural  customer  of  the  re- 
tailer is  the  local  contracting  builder,  who  requires  either  a 
large  number  of  items  in  small  lots  or  particular  items  for 
immediate  delivery.  He  also  secures  some  of  the  trade  of 
other  consumers,  such  as  large  contracting  builders  of  rail- 
roads, docks,  etc.,  and  factories  of  all  sorts. 

For  a  number  of  years  there  has  been  friction  between 
the  two  groups,  wholesalers  and  retailers.  Wholesalers 
have  complained  because  some  retail  dealer  has  not  been 
content  with  selling  in  small  lots  for  local  delivery,  but  has 
negotiated  sales  of  large  lots  from  millmen  to  consumer. 
Ketailem  have  complained  because  some  wholesalers,  hav- 
ing discovered  a  retail  dealer's  local  custCHners,  have  them* 
selves  sold  to  such  local  customers  in  competition  with  the 
retailer.  We  need  not  go  into  the  details  of  this  contro- 
versy, which  are  spread  out  at  great  length  in  the  record. 
Suffice  it  to  say  that  the  "official  report''  is  a  method 
adopted  by  the  retailers  to  check  this  competition.  Betail 
dealers,  who  are  members  of  one  or  other  of  these  associa- 
tions defendant,  are  not  required  by  their  associations  to 
refrain  from  dealing  with  any  wholesaler  whose  names  are 
on  the  list.    There  is  no  fine  or  penalty  for  dealing  with 
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them ;  nor  is  the  retailer  disciplined  in  any  way  if  he  does 
deal  with  them.  But  the  record  indicates  that  no  such 
discipline  is  necessary.  A  retail  dealer  who  learns  that 
some  wholesaler  has  taken  away  customers  from  another 
retail  dealer  will  not  be  likely  to  buy  from  him,  lest,  learn- 
ing the  names  of  his  own  [684]  customers,  the  wholesaler 
might  compete  with  himself  to  get  their  trade.  In  the 
brief  filed  for  one  of  the  defendants  there  is  a  frank  and 
concise  summary  of  the  situation : 

"Ordinarily  speaking,  and  other  things  being  equal,  a  retailer 
would  not  buy  his  own  source  of  supply  from  people  on  these  lists, 
and  wholesalers  would  object  strongly  to  getting  on  these  lists, 
because,  if  they  were  found  out  at  the  business  of  selUng  retailers' 
customers,  they  knew  a  retailer  would  be  shy  of  buying  from  them." 

To  a  greater  or  less  extent,  therefore,  the  circulation  of 
these  "  official  reports "  operates  to  prevent  some  whole- 
salers, who  otherwise  would  enter  into  competition  with 
retailers  in  supplying  consumers,  from  undertaking  so  to 
compete.  That  the  reports  are  prepared  and  circulated  to 
accomplice  that  very  object  is  manifest. 

No  doubt  every  retail  dealer  has  a  right  to  choose  from 
whom  he  wiU  buy.  He  has  a  right  to  impart  to  anyone  else 
any  information  he  may  have  about  the  business  methods  of 
anyone,  even  though  the  natural  result  of  thus  telling  what 
he  knows  may  induce  the  person  whom  he  tells  to  cease 
business  relations  with  the  other  person.  May  the  several 
retail  dealers  combine  into  an  association,  in  order  the  better 
to  acquire  and  distribute  knowledge  about  the  business 
methods  of  others,  by  means  of  the  circulation  among  them- 
selves of  reports  such  as  these? 

[2]  It  seems  to  us  that  they  can  not  do  so  without  violating 
the  Sherman  Act.  It  is  now  well  settled  that  the  words 
^^  restraint  of  trade  "  in  that  act  are  to  be  construed  as  in- 
cluding ^^  restraint  of  competition."  Full,  free,  and  un- 
trammeled  competition  in  all  branches  of  interstate  com- 
merce is  the  desideratum  to  be  secured. 

Much  is  said  in  argument  of  the  evils  which  will  result  if 
the  retail  dealers  are  prevented  from  taking  defensive  meas- 
ures to  restrain  the  competition  with  them  of  the  whole- 
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saler,  who,  having  no  yard,  and  not  seeking  the  smaller  local 
trade  of  the  retailer,  is  endeavoring  to  take  away  the  profit- 
able part  of  his  trade.  It  is  pointed  out  that  it  is  expensive 
for  a  retailer  to  maintain  a  yard,  with  large  quantities  of 
a  great  variety  of  lumber  in  it,  ready  for  prompt  deiiv^y 
at  all  times.  If  his  business  shrinks,  through  his  losing  the 
chance  of  making  car  and  schooner  load  sales  in  his  locality, 
the  local  yard,  it  is  said,  will  become  less  and  less  wdl 
stocked,  and  wiU  finally  disappear  entirely.  But  with  such 
ultimate  results  the  court  is  not  concerned.  Congress  has 
considered  the  results,  and  chosen  what  seemed  to  it  the 
wisest  course. 

"  O)mpetition,  free  and  unrestricted,  is  the  general  rale  which 
governs  aU  the  ordinary  business  pursuits  and  transactions  of  Ufe. 
Evils,  as  weU  as  benefitB,  result  tberefronL  In  the  fi^ce  heat  of 
competition,  the  stronger  competitor  may  crush  out  the  weaker; 
fluctuations  in  prices  may  be  caused  that  result  in  wreck  and  dis- 
aster; yet,  balancing  the  benefits  as  against  the  evils,  the  law  of 
competition  remains  as  a  controlling  dement  in  the  business  world. 
That  free  and  unrestricted  competition  •  *  *  may  be  productive 
of  evils  does  not  militate  against  the  fact  that  such  is  the  law  now 
governing  the  subject."  U.  S,  v.  Freight  Association,  166  U.  S.  837, 
17  Sup.  Ct  557,  41  L.  Ed.  1007. 

The  circulation  of  this  circular  certainly  tends  to  restrain 
directly  some  wholesalers  from  entering  into  competition 
with  retailers.  This  [585]  seems  to  be  contrary  to  the 
statute  as  the  Supreme  Court  has  construed  it  That  the 
defendants  and  their  members  are  in  a  combination  to 
prepare  such  circulars  and  to  distribute  them  is  manifest. 

We  conclude  that  the  Government  is  entitled  to  an  injunc- 
tion against  the  further  circulation  of  these  ^^  official  re- 
ports." 
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Syllabiu. 

EASTERN  STATES  RETAIL  HJMBER  DEALERS' 
ASSOCIAlTION  v.  UNITED  STATES.* 

McBRIDE,  INDIVIDUALLY  AND  AS  PRESIDENT 
OF  THE  RETAIL  LUMBERMEN'S  ASSOCIATION 
OF  PHILADELPHIA,  v.  THE  UNITED  STATES. 

APPEALS    FROM    THE    DISTRICTT    COURT    OF    THE    UNITED    STATES 
FOR  THE  SOUTHERN  DISTRICT  OF  NEW  YORK. 

Nos.  511,  550.    Argued  October  24,  27,  1913.— Decided  June  22,  1914. 
[284  U.  S.,  600.] 

OoDflplradeB  are  Beftdom  capable  of  proof  by  direct  testimony  and  a 
conspiracy  to  accomplish  that  which  is  their  natural  consequence 
may  be  inferred  from  the  things  actually  done.* 

The  Sherman  Law,  as  construed  by  this  court  in  the  Standard  Oil 
Case,  while  not  reaching  normal  and  usual  contracts  incident  to 
lawful  purposes  and  in  furtherance  of  legitimate  trade,  does 
broadly  condemn  all  combinations  and  conspiracies  which  restrain 
the  free  Und  natural  flow  of  trade  in  the  channels  of  Interstate 
conunerce. 

Jffeld  In  this  case  that  the  circulation  of  a  so-called  ofBcial  report 
among  members  of  an  association  of  retail  dealers  calling  attention 
to  actions  [601]  of  listed  wholesale  dealers  in  selling  direct  to  con- 
sumers, tended  to  preyent  members  of  the  association  from  dealing 
with  the  listed  dealers  referred  to  in  the  report,  and  to  directly 
and  unreasonably  restrain  trade  by  preventing  it  with  such  listed 
dealers,  and  was  within  the  prohibiaons  of  the  Sherman  Law. 

While  a  retail  dealer  may  unquestionaUy  stop  dealing  with  a  whole- 
saler for  any  reason  sufficient  to  himself,  he  and  other  dealers  may 
not  combine  and  agree  that  none  of  them  will  deal  with  such 
wholesaler  without,  in  case  interstate  commerce  is  involved,  vio^ 
lating  the  Sherman  Law. 

An  act,  harmless  when  done  by  one  person,  may  become  a  public 
wrong  when  done  by  many  acting  in  concert  in  pursuance  of  a 
conspiracy.    Grenada  Lumber  Co,  v.  MUaUsipfn,  217  U.  S.  433. 

201  Fed.  Bep.  581. 

•For  opinion  of  the  district  court .  (201  Fed.  581),  see  ante, 
page  856. 

*  Syllabus  and  statements  of  arguments  copyrighted,  1914,  by  The 
Banks  Law  Publishing  Company. 
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[MOIVOPOLT— COICBINATION    OF    ReTAILEBB — S^PPBESSINO    COMFETITION 

BT  Whoijcsalers. — ^The  concerted,  systematic,  and  periodic  circnla- 
tion  by  associations  of  retail  lumber  dealers  among  their  mead>ers 
tbroofh  a  so-called  "official  report"  of  oonfidentlal  information  of 
tbe  names  of  wholesale  lumber  dealeni  engaged  in  intenatate  trade 
reported  as  soliciting  from,  or  selling  directly  to,  consumers,  sncb 
members,  upon  learning  of  any  such  instances,  being  called  upon  to 
report  the  same  promptly,  supplying  detailed  information  as  to  the 
particulars  of  the  transaction,  violates  the  prohibitions  of  the  Anti- 
Trust  Act  of  July  2,  1890  (26  Stat  at  L.  209,  chap.  647,  U.  S.  Ck>mp. 
Stat  1901,  p.  8200),  against  combinations  in  restraint  of  interstate 
trade  and  commerce,  where,  although  each  retailer  is  left  free  to 
act  as  he  sees  fit,  these  reports  were  circulated  with  the  intuition 
and  elfoct  of  causing  the  retailers  to  withhold  tbeir  patronage  from 
the  listed  whc^eealers,  and  thus  directly  and  appreciably  impairing 
their  interstate  trade.] 

[For  other  cases,  see  M<mopoUss,  II  b,  in  Digest  Sap*  Gt  1906.] 

The  facts,  which  involve  the  determination  of  whether  an 
arrangement  between  certain  retail  lumbermen's  associa- 
tions in  regard  to  their  relations  with  wholesale  dealers 
amounted  to  a  combination  and  conspiracy  in  restraint  of 
trade  within  the  prohibitions  of  the  Sherman  Act,  are  stated 
in  the  opinion. 

Mr.  Alfred  B.  Cruikahank  for  appellants  in  No.  611,  and 
Mr.  Howard  Taylar^  with  whom  Mr.  ChaHea  E.  M^rgimi^ 
Mr.  C.  E.  Morgan^  Sd^  and  Mr.  Charles  B.  Brophfjf  wen  on 
the  brief,  for  appellants  in  No.  550: 

The  Sherman  Act  prohibits  undue  limitations  on  oom- 
petitive  conditions. 

The  combination,  or  concerted  action,  of  these  defendants 
in  distributing  circulars  stating  the  true  position  of  lumber- 
men in  the  trade  was  not  a  combination  which  unduly  re- 
strained competition. 

The  true  question  under  the  Englicb  and  American  au- 
thorities is  whether  the  circulation  of  the  ^Official  Lasts" 

a  The  paragraph  foUowing,  in  brackets,  con^>risee  the  oyllabua  of 
the  case  as  r^;K>rted  in  volume  58,  page  1490,  Lawyers  Kdition,  Su- 
preme Cknirt  Reports.  Syllabus  copyrighted  1918»  1914,  by  The  Law- 
yers Oo-operatlve  Publishing  Company. 
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is  a  reasonable  (defensive  measure  or  is  an  unreasonable, 
offensive,  and  malicious  means  to  eliminate  competition. 

There  was  no  combination  or  concert  of  action  among 
defendants  to  boycott  those  whose  names  appeared  on  the 
"  Official  Beports." 

[602]  The  evidence  concerning  past  occurrences,  if  rele- 
vant at  all,  tends  to  establish  that  the  defendants'  present 
intent  is  right  and  law  abiding. 

These  present  appellants  are  not  responsible  for  the  ac- 
tions of  individuals  in  other  local  associations. 

There  was  no  confederation  among  the  various  local  asso- 
ciations, except  with  respect  to  the  circulation  of  the  *'  Offi- 
cial Keports." 

No  absurdities  were  contemplated  by  the  Sherman  Act. 

In  support  of  these  contentions,  see  Aikena  v.  Wisconsin^ 
195  U.  S.  194;  AUan  v.  Flood,  App.  Gas.  1898,  1;  Bokn 
Mfff.  Co.  V.  Eollis,  54  Minnesota,  223;  Carew  v.  Ruther- 
ford,  106  Massachusetts,  1, 14;  Central  Lwmber  Co.  v.  South 
Dakota,  226  U.  S.  157;  Collins  v.  American  News  Co.,  34 
Misc.  260;  S.  C,  aff'd,  68  App.  Div.  639;  Continental  Ins. 
Co.  V.  Underwriters,  67  Fed.  Rep.  810,  320;  Cooke  on  Com- 
binations (2d  ed.),  c.  V;  Cooley  on  Torts  (2d  ed.),  328; 
Dueler  Watch  Co.  v.  Howard,  55  Fed.  Rep.  851,  854;  8.  C, 
66  Fed.  Rep.  637,  645;  Ertz  v.  Produce  Exchange,  79  Min- 
nesota, 140, 144;  Gompers  v.  Bucks  Stove  Co.,  221  U.  S.  418, 
436;  Grenada  Lumber  Co.  v.  Mississippi,  217  U.  S.  433,  441; 
Lawlor  v.  Loewe,  187  Fed.  Rep.  522,  526 ;  Loewe  v.  Lawlor, 
208  U.  S.  274,  291;  Macauley  Bros.  v.  Tiemey,  19  R.  I.  265, 
259;  MiUs  v.  United  States  Printing  Co.,  99  App.  Div.  (N. 
Y.)  605;  Mogul  Steamship  Co.,  App.  Cas.  1892,  25;  S.  C, 
L.  R.  23,  Q.  B.  598,  614;  Montgomery  Ward  Co.  v.  South 
Dakota  Retail  Ass'n,  150  Fed.  Rep.  413;  Nash  v.  United 
States,  229  U.  S.  373;  National  Protective  Ass^n  v.  Cuming, 
170  N.  Y.  316;  Quinn  v.  Lathem,  App.  Cas.  1901,  495,  612; 
Standard  OU  Co.  v.  United  States,  221  U.  S.  1,  {>8;  State  v. 
Adams  Lumber  Co.,  81  Nebraska,  392,  412;  Toledo  Ac.  Ry. 
Co.  V.  Pennsylvania  Co.,  64  Fed.  Rep.  730,  788;  United 
States  V.  Trans-Missouri  Association,  166  TJ.  S.  290,  337; 
United  States  v,  Kissel,  218  IT.  S.  601;  United  States  v. 
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ArMiT.  Tobacco  Co.^  221  XJ.  S.  106, 177;  ifnited  States  v.  8i. 
Louis  Terminal,  224  U.  S.  388,  [mS]  394;  Unked  States  v. 
Reading  Co.,  226  tJ.  S.  324;  ZZni^^rf  /Stote«  v.  Un.  Pac.  R.  R. 
Co.,  22«  U.  S.  61,  84;  Wabash  R.  R.  Co.  v.  Hannahan,  121 
Fed.  Rep.  563,  569;  Walker  v.  Cronin,  lOT  Massachusetts, 
555,  564. 

Jfr.  Assistant  to  the  Attorney  General  Todd ioriheXSnitf&dL 
States: 

The  evidence  establishes  an  agreement  or  combination 
between,  the  defendant  retailers  to  prevent  wholesalers  from 
selling  directly  to  consumers  by  refusing  to  buy  from  (boy- 
cotting) them  if  they  do.  This  is  shown  by  the  declared 
purpose  of  the  defendant  associations  as  disclosed  by  their 
constitutions  and  by-laws;  the  compilation  and  circulation 
of  the  so-called  "  officials  reports'*  or  blacklists;  the  actual 
course  of  conduct  of  defendants  in  concertedly  withdrawing 
their  patronage  from  listed  wholeisalers;  admissions  of  mem- 
bers of  defendant  associations;  and  other  testimony  showing 
genc^ral  recognition  of  and  obedience  to  a  tacit  or  moral 
obligation  upon  members  so  to  withdraw  their  patronage. 
The  inference  of  an  agreement  to  boycott  is  confirmed  by 
the  decisions  of  other  courts  in  conspiracy  cases.  Common' 
wealth  V.  McLean,  2  Pars.  (Pa.)  367;  3  Greenleaf  on  Ev., 
I  93;  Patnode  v.  Westenhaver,  114  Wisconsin,  460;  Regina 
V.  Murphy^  8  C  &  P.  397;  Reilley  v.  United  States,  106  Fed. 
Kep.  896;  State  v.  Adams  Lumber  Co.,  81  Nebraska,,  392; 
Untied  States  v.  Sacia,  2  Fed.  Rep.  764;  Webb.  v.  Drake^2fi 
So.  Rep.  (La.)  791;  2  Wharton,  Criminal  Law,  §  1398. 

An  agreement  or  combination  by  retailers  to  refuse  tabuy 
from  (boycott)  wholesalers  whx)  sell  directly  to  consumess 
interferes  with  the  free  and  normal  flow  of  trade  and  there^ 
fore  violates  the  Anti-Trust  Act.  BaUey  v.  Mast^  PVu/aJk- 
ers^  Ass*n,  103  Teivnessee,  99;  Beck  v;  Railway  Teamstet^^ 
Union,  42  L.  R.  A.  407;  Bohn  Mfg^  Co.  v.  HoUiSy  54  Miime- 
3ota,2S23;  Boutwdl  v.  Marr ^71  Vermont,  1;  Brown  v,  Jacobs 
Phar.  Co.,  115  Georgia,  429;  Casey  v.  [6<^4]  dncinnaU 
Typographical  Union^  46  Fed,  Repu  135.;  Doremus  v.  Heft- 
nesy^  176  Illinois,  608;  EUis  v.  Inman,  IZl  Fed.  Rep.  183; 
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Qlilslon  oi  tb»'Qm^ 
Oomp^s  V.  Bucks  Stove  Co.^  281  U.  S.  418;.  Same  v.  Same, 
38  App,  D.  C.  83;  Grenada  Linnber  Co.  v.  Mieeitmppij  217 
U.  S.  433;  Hawarden  v.  Youghiogheny  Coal  Co.,  Ill  Wis- 
oonsiB,  545;  Hopking  v.  Oxley  Sta^e  Co.,  83  Fed.  Bep.  912; 
Jackson  V.  Stanfleld,  137  Indiana,  592;  KUngeVs  Pharmaoy 
V.  Sharp,  104  Maryland,  218;  Loewe  v.  Lm>lor,  208  U.  S. 
274;  iwci€  V.  Clothing  Cutters  Ass'n,  77  Maryland,  396; 
MacsBuley  Bros.  v.  Tiemey,  19  R.  I.  255;  Montgomery  Ward 
€&  Co.  V.  iSfo.  j9aA9.  Merchants'  Ass'n,  150  Fed.  Bep.  413; 
Montague  v.  Lowry,  198  U.  S.  38;  OZwe  v.  7a»  Patten,  7 
Tex.  Civ.  App.  630;  PuringUmv.  Hmchlif,  219  lUiaois,  159; 
Reiaa  Dealers'  Ass'n  v.  /S^o^,  48  So.  Rep.  (Miss.)  1021; 
State  y.  Adams  Lumber  Co.,  81  NekHraska,  393;  Steers  v. 
United  States,  192  Fed.  Rep.  1;  Thomas  v.  <7.,  A^.  O.  db  T.  P. 
B,  Co.,  62  Fed.  Bep.  808;  Webb  v.  Drake,  26  So.  Rep.  (La.) 
791. 

Viewing  the  agreem/ent  or  combuiation  between  the  de- 
fendants merely  as  one  to  cireulate  amongst  themselves  lists 
of  wholesalers  who  sell  directly- to  consumers,  it  unreason- 
aUy  restricts  competition  between  wholesalers  and  retailers 
in  selling  to  consumers  and  therefore  violates  the  Anti- 
Trust  Act.  Am.  Tobacco  Co.  v.  United  States^  221  U.  S.  106 ; 
Nash  V.  United  States^  229  U.  S.  373;  Qumn  v.  Leatham 
(1901),  A.  C.  495;  Standard  OU  Co.  Case,  221  U.  S.  1. 

Tlie  plea  tiiat  this  combination  was  a  reasonable  and 
necessary  measure  to  defend  the  position  of  retailers  in 
the  trade  is  irrelevant  in  law  and  unfounded  in  fact.  Ches. 
€&  Ohio  Fuel  Co.  v.  United  States,  115  Fed  Bep.  610; 
Grenada  Lumber  Co.  v.  Mississippi^  217  U.  S.  433;  Loeu>e 
y.  Lmolor,  187  Fed.  Rep.  522. 

Mr.  Justice  Day  delivered  the  opinion  of  tKe  court. 

These  are  appeals  from  a  decree  of  the  District  Court  of 
the  United  States  for  the  Southern  District  of  New  York 
[605]  in  an  action  brought  by  the  United  States  under  the 
Sherman  Anti-Trust  Act  (July  2,  1890,  c.  647,  26  Stat. 
209),  having  for  its  object  an  injunction  against  certain 
alleged  combinations  of  retail  lumber  dealers,  which,  it  was 
avenred,  had>  ent«^  into  a  conspiracy  to  prevent  wholesale 
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dealers  from  selling  directly  to  consumers  of  lumber.  The 
defendants  are  various  lumber  associations  composed  largely 
of  retail  lumber  dealers  in  New  York,  New  Jersey,  Penn- 
sylvania, Connecticut,  Massachusetts,  Rhode  Island,  Mary- 
land, and  the  District  of  Columbia,  and  the  officers  and 
directors  of  the  associations.  The  record  is  very  voluminous, 
but  the  facts  essential  to  a  consideration  of  the  decree  of  the 
district  court  are  in  comparatively  narrow  compass.  While 
the  record  also  concerns  practices  which  are  said  to  have 
been  abandoned,  the  decree  entered,  declaring  the  defend- 
ants named  to  be  in  a  combination  or  conspiracy  to  restrict 
and  restrain  competition,  depends  solely  upon  the  method 
adopted  and  being  used  by  the  defendants  in  the  distribu- 
tion of  the  information  contained  in  a  certain  documoit 
known  as  the  '^  Official  Report,''  the  form  of  which,  set  forth 
in  the  decree,  is  as  follows: 

"OiTiciAi.  Repobt. 
*'(Name  of  the  Particular  Association  Glrculating  it) 

"  Statbment  to  Membebs  (with  the  Date). 

"  You  are  reminded  tliat  It  is  because  yon  are  members  of  our 
Association  and  liave  an  interest  in  common  with  your  fellow  mem- 
bers in  the  information  contained  in  this  statement,  that  they  com^ 
municate  it  to  you;  and  that  they  communicate  it  to  you  in  strictest 
confidence  and  with  the  understanding  that  you  are  to  receive  it  and 
treat  it  in  the  same  way. 

"The  following  are  reported  as  having  solicited,  quoted  or  as 
having  sold  direct  to  the  consumers: 

"(Here  follows  a  list  of  the  names  and  addresses  of  various 
wholesale  dealers.) 

[606]  "Members  upon  learning  of  any  instance  of  persons  solicit- 
ing, quoting,  or  selling  direct  to  consumers,  should  at  once  report 
same,  and  in  so  doing  should,  if  poa^ble,  isuiH[>ly  the  following 
information : 

**  The  number  and  initials  of  car. 

**  The  name  of  consumer  to  whom  the  car  is  consigned* 

"  The  initials  or  name  of  shipper. 

"  The  date  of  arrival  ^  car. 

"The  place  of  delivery. 

"The  point  of  origin";      . 

and  the  defendants  were  enjoined  from  combining,  con* 
spiring  or  agreeing  together  to  distribute  and  from  dia- 
tributing  to  members  of  the  associations  named  or  any  other 
person  or  persons  any  information  showing  soliciting,  quota- 
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tions,  or  sales  and  shipmfintB  of  lumber  and  lumber  products 
from  manufacturers  and  wholesalers  to  consumers  of  or 
dealers  in  lumber,  and  from  the  preparation  and  distribu- 
tion of  the  lists  above  described  as  the  ^'  Official  Beport " 
or  the  use  of  a  similar  device. 

The  record  discloses  that  the  defendant  associations  are 
constituted  largely  of  retail  lumber  dealers,  each  of  whom 
has  the  natural  desire  to  control  his  local  trade,  which  the 
retailers  contend  has  been  unduly  interfered  with  by  the 
wholesalers  in  selling  to  consumers  within  the  local  terri- 
tory in  such  wise  as  to  conflid;  with  what  they  regard  as  a 
strictly  local  trade,  and  it  appears  that  the  defendant  asso- 
ciations have  for  their  object,  among  other  things,  the  adop- 
tion of  ways  and  means  to  protect  such  trade  and  to  prevent 
the  wholesale  dealers  from  intruding  therein.  The  particu- 
lar thing  which  this  case  concerns  in  the  retailers'  efforts 
to  promote  the  end  in  view  is  the  attempt  in  the  manner 
shown,  by  the  circulation  of  the  reports  in  question,  to  keep 
the  wholesalers  from  selling  directly  to  the  local  trade.  The 
trade  of  the  wholesalers  involved  covers  a  number  of  States, 
and  there  is  no  question  but  that  the  supplying  of  lumber 
to  the  large  num[607]bers  of  retailers  in  these  associations 
in  different  States  is  interstate  trade  and  that  if  the  prac- 
tices are  illegal  within  the  Sherman  Act  they  may  be  reached 
by  this  proceeding.  Swift  <&  Co.  v.  United  States^  196  U.  S. 
875 ;  Loewe  v.  Lawlar^  208  U.  S.  2T4,  300. 

The  record  discloses  a  systematic  circulation  among  the 
members  of  the  defendant  associations  of  the  official  report 
above  quoted.  The  method  of  operation  as  stated  by  the 
learned  counsel  for  the  appellants  is  thus  summarized  in 
his  brief: 

••The  names  on  this  list  axe  obtained  and  placed  thereon  as  the 
resnlt  of  complaints  made  by  individual  retailers.  When  an  indi- 
vidual member  of  a  retail  association  learns  of  a  sale  by  a  whole- 
saler to  one  of  the  customers  of  the  retailer  he  may  complain  in 
writlQg  to  the  aecreCary  of  his  association,  whose  duty  ft  is  there- 
upon to  ascertain  the  fiicts  by  correspondence  with  the  wholesaler 
in  question  and  such  other  means  as  may  seem  proper. ..  ^hoiuld  the 
report  or  complaint  be  without  proper  foundation  or  should  the 
secretary  become  satisfied  that  the  matter  is  a  trifling  one^  or  the 
result  of  inadvertence,  the  incident  usually  terminates  at  this  point ; 
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but  sbanld  Che  coiaplftlnt  smjutar  ito  be  wnricMis  and  well  fomided  the 

case  l8  submitted  to  the  board  o£  directors  of  tbe  retail  aasociation  at 
its  next  meeting  and  should  the  board  be  satisfied  that  the  whole- 
saler is  generally  making  a  practice  of  selling  to  consumers  or  cus- 
tomers of  the  retail  trade,  the  secretary  is  directed  to  report  the 
name  of  such  wholesaler  for  the  official  list  Thereupon  the -secre- 
tary sends  the  name  to  Mr.  Crary,  of  New  Yock,  who  adds  it  upoo 
the  next  report  to  the  names  of  thope  already  thereupon.  Baeh  report 
contains  the  names  of  all  wholesalers  who  have  been  reported  from 
the  very  beginning  as  selling  to  consumers  and  whose  names  have 
not  been  removed  for  cause.  The  reports  or  lists  after  being  printed 
in  New  York  are  distributed  amongst  the  secretaries  of  the  defend- 
ant a880cia[6<l8]tions;  those  for  each  essedatlon  behig  marked  with 
its  name  and  in  that  way  only  being  diatiaguished  fvem  these  sent 
to  the  other  associations.  The  secretary  of  each  association  then 
distributes  the  lists  to  his  members.  Should  any  wholesaler  desire 
to  have  his  name  removed  from  the  list  he  can  have  it  done  upon 
satisfactory  assurance  to  the  local  secretary  that  he  Is  no  longer 
selling  in  competition  with  the  retailers.  In  practice  the  greatest 
care  is  JtaJGoa  to  make  the  Uat  accurate,  and  as  a  aatter  of  fact.  It 
only  contains  the  names  of  such  wholesalers  as  ore  abeeliitely  €oa>- 
mitted  to  the  practice  of  competing  with  retailers  for  the  custom  of 
builders  and  contractors." 

The  reading  of  the  official  report  shows  that  it  is  intended 
to  give  confidential  information  to  the  members  of  the  asso- 
ciations of  the  names  of  wholesalers  reported  as  soliciting 
or  selling  directly  to  consumers,  members  upon  learning  of 
any  such  instances  being  called  upon  to  promptly  report 
the  same,  supplying  detailed  information  as  to  the  particu- 
lars of  the  transaction.  When  viewed  in  the  light  of  the 
history  of  these  associations  and  the  coijiftict  in  which  they 
were  engaged  to  keep  the  retail  trade  to  .themselves  and  to 
prevent  wholesalers  from  interfering  with  what  they  re- 
garded as  their  rights  in  such  trade  there  can  be  but  one 
purpose  in  giving  the  information  in  this  form  to  the  mem- 
bers of  the  retail  associations  of  'the  names  of  all  whole- 
salers who  by  their  attempt  to  invade  the  exclusive  territory 
of  the  retailers,  as  they  regard  it,  have  been  iguilty  of  unfair 
competitive  trade.  These  hata  were  quite  ocMDamonly  s|>okfia 
of  as  bladdists,  and  when  the  aitenlion  of  a  retailer  was 
brought  to  the  name  of  a  wholesaler  who  had  acted  in  this 
wise  it  was  with  the  evident  purpose  that  he  should  know 
of  such  conduct  and  act  accordingly.  True  it  is  that  there 
b  no  agreement  among  the  retailers  to  refrain  from  dealing 
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with  listed  wholesaleis,  Bor  is  thece  any  penalty  annexed 
for  the  failure  so  to  do,  but  he  is  blind  indeed  who  does 
not  see  the  [609]  pnrpose  in  the  predetermined  and  periodi- 
cal circulation  of  this  report  to  put  the  ban  upon  whole- 
sale dealers  whose  names  appear  in  the  list  of  unfair,  dealers 
trying  by  methods  obnoxious  to  the  retail  dealers  to  supply 
the  trade  whieh  they  regard  as  their  own.  Indeed  ^is 
purpose  is  practically  conceded  in  the  brief  of  the  learned 
counsel  for  the  appellants : 

'*  It  was  and  is  conceded  by  defendants  and  the  court  below  fotitid 
that  the  circulation  of  this  information  would  have  a  natural 
tendency  to  cause  retailers  receiving  these  reports  to  withhold  pat- 
ronage from  listed  concerns.  That  was  of  course  the  very  object 
of  the  defendants  in  circulating  them/* 

In  other  words,  the  circulation  of  such  information  among 
the  hundreds  of  retailers  as  to  the  alleged  delinquency  of 
a  wholesaler  with  one  of  their  number  had  and  was  intended 
to  have  the  natural  effect  of  causing  ^uch  retailers  to  with- 
hold their  patronage  from  the  concern  listed* 

The  Sherman  Act  has  been  so  frequently  and  teceotlj 
before  this  court  as  to  require  no  extended  discussion  now. 
Standard  OU  Co.  v.  United  StaleB,  221  U.  S.  1;  Untied 
States  V.  American  Tobacco  Co.,  221  U.  S.  106;  United 
States  V.  St.  Louis  Terminal,  224  U.  S,  883;  Standard  Sani- 
tary Mfg.  Co.  V.  United  States,  226  U.  S,  20;  Unit^  States 
V.  Union  Pacific  R.  R,  Co.,  226  U.  S.  61;  United  States  v. 
Reading  Co.,  226  U.  S.  324;  United  States  v.  Patten^  226 
U.  S.  525;  Nash  v.  UnUed  States,  220  U.  S.  373;  Straus  v. 
American  Publishers^  Ass\  231  U,  S.  22.  It  broadly  con* 
demns  all  combinations  and  conspiracies  which  xest^ain  the 
free  and  natural  flow  of  trade  in  the  channels  /of  uaAerstate 
commerce.  It  is  true  that  this  court  held  in  the  Standard 
Oil  and  Tobacco  cases,  supra,  ^nd  in  the  wbsequ^nt  cfiaeB 
following  them,  that  in  its  proper  construction  the  met  was 
not  intended  to  reach  normal  and  usual  oontracts  inoident 
to  lawful  purposes  and  intended  to  [619i]  iurther  legitimate 
trade,  and  summarizing  the  meaning  of  the  act  in  the 
Tobacco  case,  ttiis  court  said  (221  13.  S,  178) :      ;  .         '     , 

"Aiq^lying  the  rule  of  reason  to  the  confltmction  of  the  statute,  it' 
was  held  in  tibe  Staadaxd  OU  case  that  as  the  worAs  *'  resthUort  of 
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trade '  at  commen  law  and  in  the  law  of  this  country  at  the  time  of  the 
adoption  of  the  Anti-Tnut  Act  only  embraced  acts  or  contracts  or 
agreements  or  combinaUons  which  operated  to  tbe  ivejudice  of  the 
public  interests  by  unduly  restricting  competition  or  unduly  obstruct- 
ing the  due  course  of  trade  or  which,  either  because  of  their  Inherent 
nature  or  effect  or  because  of  the  evident  purpose  of  the  acts,  etc.« 
injuriously  restrained  trade,  that  the  words  as  used  in  the  statute 
wene  designed  to  have  and  did  have  but  a  like  significance.*' 

The  same  principle  was  affirmed  in  Nash  v.  United  States^ 
supra.  The  court  in  the  Standard  Oil  case  construed  the 
act  as  intended  to  reach  only  combinations  nnduly  restrictive 
of  the  flow  of  commerce  or  unduly  restrictive  of  competi- 
tion, and,  illustrating  what  were  such  undue  or  unreason- 
able combinations,  it  classed  as  illegal  (p.  58)  "  all  contracts 
or  acts  which  were  unreasonably  restrictive  of  competitive 
conditions,  either  from  the  nature  or  character  of  the  con- 
tract or  act  or  where  the  surrounding  circumstances  were 
such  as  to  justify  the  conclusion  that  they  had  not  been 
entered  into  or  performed  with  the  legitimate  purpose  of 
reasonably  forwarding  peirsonal  interest  and  developing 
trade,  but  on  the  contrary  were  of  such  a  character  as  to 
give  rise  to  the  inference  or  presumption  that  they  had  been 
entered  into  or  done  with  the  intent  to  do  wrong  to  the  gen- 
eral public  and  to  limit  the  right  of  individuals,  thus  re- 
straining the  free  flow  of  commerce  and  tending  to  bring 
about  the  evils,  such  as  enhancement  of  prices,  which  were 
considered  to  be  against  public  policy."  And  in  Loewe  v. 
LawloTj  supra,  this  court  held  tliat  a  combination  to  boy- 
[611]cott  the  hats  of  a  manufacturer  and  deter  dealers 
from  buying  them  in  order  to  coerce  the  manufacturer  to  a 
particular  course  of  action  with  reference  to  labor  organiza- 
tions, the  effect  of  the  combination  being  to  compel  third 
parties  and  strangers  not  to  engage  in  a  course  of  trade  ex- 
cept upon  conditions  which  the  combination  imposed,  was 
within  the  Sherman  Act.  In  Oompers  v.  Bucks  Stave  <6 
Range  Co.,  221  U.  S.  418,  after  citing  Loewe  v.  Lawlor, 
supra,  this  court  said  (p.  4^8) : 

"  But  the  principle  announced  by  the  court  was  fsenaral.  It  [the 
Sherman  Act]  covered  any  lUegal  means  by  which  interstate  com- 
merce is  restrained,  whether  by  unlawful  combinations  of  capital,  or 
unlawful  combinations  of  labor ;  and  w^  think  also  wtietber  the  re- 
straint be  occasioned  by  unlawful  contracts,  trusts,  pooling  arrange- 
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ments,    MackUste,    boyootts,    Goerdon,    ttoaatm    Intiinldation,    and 
wlietlier  tbese  be  made  effective^  in  wliole  or  in  part,  by  acts,  words, 

or  printed  matter." 

And  see  Montague  cfe  Oo.  v.  Lpwry^  198  U.  S.  88. 

These  principles  are  applicable  to  this  situation.  Here 
are  wholesale  dealers  in  large  number  engaged  in  interstate 
trade  upon  wham  it  is  proposed  to  impose  as  a  condition  of 
carrying  on  that  trade  that  they  shall  not  sell  in  such  man- 
ner that  a  local  retail  dealer  may  regard  such  sale  as  an 
infringement  oi  his  exclusive  right  to  trade,  upon  pain  of 
being  reported  as  an  unfair  dealer  to  a  large  number  of 
other  retail  dealers  associated  with  the  offended  dealer,  the 
purpose  being  to  keep  the  wholesaler  from  dealing  not  only 
with  the  particular  dealer  who  reports  him  but  with  all 
others  of  the  class  who  may  be  informed  of  his  delinquency. 
^  Section  1  of  the  act,  *  *  *  is  not  confined  to  voluntary 
restraints,  as  where  persons  engaged  in  interstate  trade  or 
commerce  agree  to  suppress  competition  among  themselves, 
but  includes  as  well  involuntary  restraints,  as  where  persons 
not  so  engaged  conspire  to  compel  action  by  others,  or  to 
create  artificial  [612]  conditions,  which  necessarily  impede 
or  burden  the  due  course  of  such  trade  or  commerce  or  re- 
strict the  common  liberty  to  engage  therein."  United  States 
V.  Patten^  mpra^  p.  541.  This  record  abounds  in  instances 
where  the  offending  dealer  was  thus  reported,  the  hoped-for 
effect,  unless  he  discontinued  the  offending  practice,  realized, 
and  his  trade  directly  and  appreciably  impaired. 

But  it  is  said  that  in  order  to  show  a  combination  or  con- 
spiracy within  the  Sherman  Act  some  agreement  must  be 
shown  under  which  the  concerted  action  is  taken.  It  is  ele- 
mentary, however,  that  conspiracies  are  seldom  capable  of 
proof  by  direct  testimony  and  may  be  inferred  from  the 
things  actually  done,  and  when  in  this  caS0  by  ccmcerted 
action  the  names  of  wholesalers  who  were  reported  as  hav- 
ing made  sales  to  consumers,  were  periodically  reported  to 
the  other  members  of  the  associations,  the  conspiracy  to 
accomplish  that  which  was  the  natural  consequenoe  of  such 
action  may  be  readily  inferred. 

The  circulation  of  these  reports  not  only  tends  to  direetiy 
restrain  the  freedom'  of  commerce  by  preventing  the  listed 
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dealers  from  entering  into  eompetitioii  with  i^eteikis,  as  wms 
held  by  the  District  'Court,  bat  it  directly  tends  to  preTent 
other  retailers  who  have  no  personal  grievance  against  him 
and  with  whom  he  might  trade,  from  so  doing,  they  being 
deterred  solely  because  of  the  influence  of  the  report  circu- 
lated among  the  members  of  tiie  associationa  In  other 
words,  the  trade  of  the  wholesaler  with  strangers  was  di- 
vectly  affedted,  not  because  of  any  supposed  wrong  which 
he  had  done  to  them,  but  because  of  the  grievance  of  a  mem- 
ber of  one  of  the  associations,  who  had  reported  a  wrong  to 
himself,  which  grievance  when  brought  to  the  attention  of 
others  it  was  hoped  would  deter  them  from  dealing  with  the 
offending  party.  This  practice  takes  the  case  out  of  those 
normal  and  usual  agreements  in  aid  of  trade  and  commerce 
which  may  be  found  not  to  be  within  the  act  and  puts  it 
within  the  pro[618]hibited  class  of  undue  and  unreasonable 
restraints,  such  as  was  the  particular  subject  of  condemna- 
tion in  Loewe  v.  Lawlor,  iupra. 

The  argument  that  the  course  pursued  is  necessary  to  the 
protection  of  the  retail  trade  and  promotive  of  the  public 
welfare  in  providing  retail  facilities  is  answered  by  the 
fact  that  Congress,  with  the  rigtit  to  control  the  field  of 
interstate  commerce,  has  so  legislated  as  to  prevent  resort 
to  practices  which  unduly  restrain  competition  or  unduly 
obstruct  the  free  flow  of  such  commerce,  and  private  choice 
of  means  must  yield  to  the  nation&l  authority  thns  exerted. 
Addyston  Pipe  Co.  v.  Vniied  States,  175  U.  S.  211,  24i,  248. 

Anderson  v.  Vfdted  States^  171  TJ.  S.  6(Mr,  is  cited  and 
relied  upon  by  ihe  appellants.  In  that  case  this  court 
sustained,  bb  against  an  attack  under  the  Sherman  Law, 
the  legalityof  an  aesociation  called  the  Traders' 'Live  Slock 
Exchangein  Kansas  City.  An  agreement  among  purchasers 
of  cattle  for  the  purpose  e^  regulating  and  ocmtrolling  tiie 
local  busnieBs  imiong  themselves  had  been  entered  into,  and 
one  of  the  rules  provided  that  the  members  of  tiie  exchange 
Aould  not  deal  with  any  other  yard  trader  malees  he  was 
•a  member  of  such  exchange.   It  was  said  (p.  618) : 

"There  is  no  evidence  that  these  defendants  have  In  any  manner 
<iliier  tiioaihs^  tlie  rules  albove  mentioned  iiln#ered  or  Unpe^Bd  others 
ilnislilppftQg,  trading,  or  seUii^  >tb«ir  stoc^  or  that  thegr  have  In -any 
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wsj'lstBcflered  with  tke  tmtd^m  of  aeceas  to  the  stodcyards  of  any 
and  all  other  traders  and  purchasers,  or  hindered  their  obtaining  the 
same  facilities  which  were  therein  afforded  by  the  stockyards  com- 
pany to  the  defendants  as  members  of  the  ezchanse,  and  we  think 
the  evidence  does  not  tend  to  show  that  the  above  results  have  flowed 
from  the  adoption  and  enforcement  of  the  rules  and  regulations  re- 
ferred to." 

[614]  As  distinguished  from  this  situation  the  present 
case  shows  that  the  trade  of  the  listed  wholesalers  is  hin- 
dered or  impeded;  that  competition  is  suppressed  and'  the 
natural  flow  of  commerce  interfered  with  as  the  direct  re- 
sult of  the  circulaticm  of  the  official  reports  in  the  manner 
stated.  The  case  is  quite  different  from  the  Anderson  case. 
And  see  Montague  (6  Co.  v.  Lovyry^  supra^  p.  48. 

A  retail  dealer  has  the  unquestioned  right  to  stop  dealing 
with  a  wholesaler  for  reasons  sufficient  to  himself,  and  may 
do  so  because  he  thinks  such  dealer  is  acting  unfairly  in 
trying  to  imdenmne  his  trade.  ^'  But,"  as  was  said  by  Mr. 
Justice  Lurton,  speaking  for  the  court  in  Gh*enada  Lum- 
ber Co.  V.  Missi8»ipph  217  U.  g.  433,  440,  "  when  the  plain- 
tiffs in  error  combine  a^nd  agree  that  no  one  of  liiem  will 
trade  with  any  producer  or  wholesaler  who  shall  sell  to  a 
consumer  within  the  trade  range  of  any  of  them,  quite  an- 
other case  is  presented.  An  act  harmless  when  done  by  one 
may  become  a  public  wrong  when  done  by  many  acting  in 
concert,  for  it  then  takes  on  the  form  of  a  conspiracy,  and 
may  be  prohibited  or  punished,  it  the  result  be  hurtful  to 
the  public  or  to  the  individual  again^  whom  the  ocmcerted 
action  is  directed." 

When  the  retailer  goes  beyond  his  personal  right,  and, 
conspiring  and  combining  with  others  of  like  purpose,  seeks 
to  obstruct  the  free  course  of  interstate  trade  and  commerce 
and  to  unduly  suppress  competition  by  placing  obnoxious 
wholesale  dealers  under  the  coercive  influence  of  a  condem- 
natory report  circulated  among  others,  actual  or  possible 
customers  of  the  offenders,  he  exceeds  his  lawful  rights,  and 
such  action  brings  him  and  those  acting  with  him  within  the 
condemnation  of  the  act  of  Congress,  and  the  District  Court 
was  right  in  so  holding.  It  follows  that  its  decree  must  be 
Affirmed*  * 
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CITIZENS'  WHOLESALE  SUPPLY  CO.  v.  SNTDEB 

ET  AL. 

(Oircuit  Court  of  Ai4>eals,  Third  Circuit    February  1«  1913.) 

[201  Fed.  Rep.  907.] 

Monopolies  (I  12) — Combinations — Violation  or  Federal  Anti- 
Tbust  Law. — Citizens  of  a  municipality^  who  In  good  faith  com- 
bine to  enforce  an  ordinance  thereof,  believing  on  reasonable 
grounds  that  it  is  valid,  while  in  fact  invalid  as  Interfering  with 
interstate  commerce  and  so  finally  adjudged  in  the  litigation  insti- 
tuted by  them,  are  not  guilty  of  violating  Anti-Trust  Act  July  2, 
1890,  c.  e47,  26  Stat  209  (U.  S.  Comp.  St  1901^  p.  8200),  and  are 
not  liable  for  damages  sustained  by  the  person  prosecuted  by  them 
for  violating  the  ordinance.^ 

[Ed.  Note. — ^F<»'  other  cases,  see  Monopolies,  Cent  Dig.  i  10; 
Dec.  Dig.  I  12.] 

[908]  In  Error  to  the  District  Court  of  the  United  States 
for  the  Middle  District  of  Pennsylvania;  Joeeph  BufllngtoOy 
Judge. 

Action  by  the  Citizens'  Wholeifale  Supply  Company  against 
Dennis  H.  Snyder  and  others.  There  was  a  judgment  for 
defendants,  and  plaintiff  brings  error.    Affirmed. 

A.  A.  Voaburg^  of  Scranton,  Pa.,  Philemon  S.  Karshnefj 
of  Adelphi,  Ohio,  and  Jo?in  C.  Nisalej/y  of  Harrisbnig,  Pa., 
for  plaintiff  in  error. 

Harry  S.  Knight^  of  Sunbury,  Pa.,  and  M.  H.  Taggart^ 
of  Northumberland,  Pa.,  for  defendants  in  error. 

Before  Gray  and  McPhbbsok,  Circuit  Judges,  and  Ksll- 
STAS,  District  Judge. 

J.  B.  McPherson,  Circuit  Judge. 

In  this  action  the  Supply  Company,  an  Ohio  corporation, 
charges  certain  citizens  of  Sunbury,  Pa.,  with  violating  the 
Anti-Trust  Act  of  1890  (Act  July  2,  1890,  c.  647,  26  Stat 
209  [U.  S.  Comp.  St.  1901,  p.  3200]).  The  statement  of 
claim  aveiB  that  the  defendants,  an  unincorporated  associa* 
tion  of  merchants  and  bujsiness.  men,,  combined  to  restrain 

•  SyUahns  copyrighted,  1913,  by  West  Publishlug  Company. 
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the  interstate  trade  of  the  Supply  Company  in  groceries 
and  other  merchandise.  The  trial  judge  non-suited  the  plain- 
tiff«  and  adhered  to  that  ruling  upon  the  subsequent  motion 
required  by  the  State  practice.    The  facts  are  as  follows: 

Since  the  early  years  of  the  State  the  subject  of  ^'ped* 
dUng" — selling  at  retail  from  house  to  house  or  on  the 
streets  of  a  municipality — ^has  been  much  considered  in 
Pennsylvania,  both  by  the  legislature  and  by  the  councils 
of  cities  and  boroughs.  And  the  courts  have  often  been 
called  upon  to  determine  the  scope  and  validity  of  numerous 
ordinances  dealing  with  this  persistently  agitated  matter. 
Among  recent  decisions  of  the  appellate  courts  is  the  case 
of  North  Wdlea  Borough  v.  Brovmback^  10  Pa.  Super.  Gt. 
227,  in  which  an  ordinance  drawn  in  a  particular  form  was 
held  to  be  valid  by  the  Superior  Court;  this  ruling  being 
afterwards  affirmed  by  the  Supreme  Court,  194  Pa.  609, 
45  Aa.  660,  49  L.  B.  A.  446.  The  decision  of  the  Superior 
Court  was  announced  in  April,  1899,  and  in  the  following 
December  the  borough  of  Sunbury  passed  an  ordinanoe 
essentially  the  same  as  the  ordinanoe  of  North  Wales.  Sec- 
tion 1  provided: 

"  That  after  the  passage  of  this  ordinance  it  shaU  be  unlawful  for 
any  person  or  persons  to  sell  at  retaU  by  sample  or  otherwise,  or 
to  solicit  orders  at  retail*  or  to  soUcit  orders  for,  sell,  or  deUver  at 
retail,  either  on  the  streets  or  by  traveling  from  house  to  house 
within  the  limits  of  the  borough  of  Sunbury,  any  books,  paintings, 
foreign  or  domestic  goods,  wares,  merchandise,  or  fruits,  not  of 
their  own  manufacture  or  production,  without  first  obtaining  from 
the  chief  burgees  of  the  borough  of  Sunbury  a  license  for  such 
purpose.*' 

In  April,  1902,  the  Supply  Company  (whose  agents  had 
been  soliciting  orders  and  deKvering  goods  in  the  borough 
without  a  license)  undertook  by  the  hands  of  Bearick,  one 
of  these  agents,  to  deliver  certain  brooms  in  fulfillment  of 
previous  orders.  The  secretary  of  the  merchants'  associa- 
tion believed  that  the  coiginal  packages  had  been  broken, 
and  that  the  brooms  were  no  longer  protected  by  the  com- 
[909]  meroe  clause  of  the  Federal  Constitution.  Accord- 
ingly he  directed  the  captain  of  the  borough  police  to  prose- 
cute Beariok  for  violating  the  ordinance,  and  a  fine  whs 
imposed  by  a  justice  of  the  peace.   Upon  appeal  the  quarter 


Digitized  by  VjOOQIC 


878  »i  FEDKiux  BBPransB^  9at« 

OpkBi^n  of  the  Oomt. 

8e68ion9  of  Ae  county  affirmed  the  ocflmctioii)  snd  tin 
Superior  Court  in  a  careftil  and-  elaborate  opinion  (Coair 
monwealtb  y.  Bearick,  26  Pa»  Snper.  Ct.  3M)  affirmed  the 
judgment  of  the  quarter  sessions.  The  Supreme  Court  of 
Pennsylvania  refused  permiaraon  to  appeal  (practically  af- 
firming the  Superior  Court),  and  the  case  was  thereupon 
removed  to  the  Supreme  Court  of  the  United  States,  where 
the  judgment  was  reveffsed  in  December,  1906.  Bearick  v. 
Pennsylrania,  203  U.  S.  507,  27  Sup.  159,  61  L.  Ed.  296, 
The  details  of  the  controversy  are  not  important  It  is 
enough  to  say  that  the  transport  of  the  brooms  for  the 
purpose  of  filling  the  orders  was  hdd  to  be  protected  com* 
merce.  After  several  years  of  litigati<m  ii  thus  appeared 
that  four  tribunals  of  the  State  held  one  opinion,  while  the 
Supreme  Court  held  a  different,  but,  of  course,  the  domi- 
nant, opinion,  concermng  the  same  transaction.  The  asao- 
ciation  had  no  doubt  been  wrong,  but  certainly  no  one  can 
a^rm  that  the  question  was  not  fairly  debatable.  Two 
years  later  the  present  suit  was  brou^t  charging  certain 
members  of  the  association  with  combining  to  restrain  inter- 
state commerce.  It  is  argued  that  the  combination  was 
sufficiently  proved— or  at  all.  events  that  a  }ury  might  so 
find — by  the  facts  that  the  seeretai^  directed  the  arrest 
of  Bearick  under  the  ordinance  and  that  the  aesociat3<m  de 
fended  the  proceeding  before  every  tribunal  that  considered 
it.  No  evidence  was  offered  to  show  impairment  of  the 
Supply  Company^s  tr4Ml0  in  Sunbuiy,  and  the  c^um  for 
da«aages  was  limited  to  three  times  the  fees  and  other 
expenses  of  the  litigation. 

This  sttuatioa  does  not  call  for  extended  commeot  So 
£ar  as  appears,  the  defendants  had  nothing  to  do  wkfa 
the  passage  of  the  ordinanoe  (even  if  this  were  importeni 
in  the  present  case).  The  single  allegation  is  that  as  they 
combined  to  enforce  it  against  tiie  Supply  Company  thev 
oombinedi  necessarily  to  restrain  oommeree  unlawfully  bo- 
tween  the  States  in  question.  It  may  perhaps  be  noted  that 
the  oompany's  genera)  right  to  make  iirterstate  riiq>a]enta 
was  not  denied  by  the  defendaats.  They  merely  attacked 
the  particiAlar  shipwaab  of  brooma  beeanse  in  their  opinion 
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thorrr  articles  had  lost  the  pvotection  of  the  original  pack- 
age and  had  become  part  of  the  general  mass  of  property 
in  the  borough,  over  which  the  ordinance  conld  exercise  con- 
trol. Of  course,  an  ordinance  that  conflicts  with  the  com- 
merce clause  must  ultimately  give  way;  but  we  cannot  assent 
to  the  proposition  that  two  persons  cannot  combine  ip.  good 
faith  to  take  action  in  the  courts  under  such  an  ordinance 
without  being  exposed  to  the  sanctions  of  the  Anti-Trust 
Act.  A  citizen  has  a.  right  to  act  in  good  faith  upon  the 
belief  that  a  law  or  an  ordinance  passed  by  constituted 
authority  is  valid.  Prima  facie  it  is  valid,  and  although  his 
belief  may  no  doubt  be  erroneous  now  and  then,  and  he 
may  have  his  labor  and  cost  for  his  pains,  we  think  it  clear 
that  even  then  he  is  not  to  be  treated  as  a  deliberate  wrong- 
doer. We  cannot  suppose  that  the  general  words  of  the 
Anti-Trust  Aot  were  intended  to  include  an  agree[910]ment 
in  good  faith  to  test  a  municipal  ordinance  in  the  courts. 
Such  a  construction  would  impose  an  extraordinary  bur- 
den upon  the  citizen,  and  could  only  be  justified  by  unmis- 
takable language.  It  would  require  very  plain  speaking 
to  make  us  believe  that  Congress  had  said,  wl  eSeet^  that 
citizens  while  acting  in  good  faith  to  redress  the  violation 
of  fui  ordinance  prima  facie  valid,  or  even  of  fairly  doubt- 
ful validity,  must  anticipate  the  decision  of  some  ultimate 
tribunal,  and  must  do  so  at  the  risk  of  being  fined  or  im- 
prisoned if  their  forecast  should  be  wrong.  The  policy  of 
the  law  encourages  the  peaceful  settlement  of  disputes,  and 
we  see  nothing  in  the  conduct  of  the  merchants'  association 
that  was  deserving  of  blame.  In  good  faith  and  on  plausible 
grounds  they  believed  the  law  to  be  with  them,  and  they 
had  a  right  to  try  out  such  a  controversy  in  the  courts, 
altkoi^  the  litigation  might  be  expensive  lor  their  antago- 
niflt  as  well  as  for  themselves. 

No  precedent  has  been  cited  that  supports  the  plaintiff's 
position;  but  on  the  analogous  subject  of  false  imprison- 
ment there  are  num<erous  cases  to  the  contrary.  Plaintiffs 
have  often  heex^  denied  the  ri|^t  to  recover  daoaages, 
although  they  have  been  actually  imprisoned*  for  viofeiiag 
an  iliTaMd  law  or  ordinanee.  19  Cyc.  845 ;  CUfford  v.  Wig- 
gins, 50 Mijm.  401, 52  ]jf.  W,  904, 18  L.  B.  A,  366;  TUhmny. 
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Bmrd,  121  Mich.  475,  80  N.  W.  248,  46  L.  R.  A.  215;  and 
other  ca8e8  referred  to  in  these  oitations. 
The  judgment  is  affirmed. 


UNITED  STATES  TELEPHONE  CO.  v.   CENTRAL 
UNION  TELEPHONE  CO.  ET  AL. 

(Circuit  Ck)urt  of  Appeals,  SIjA  Oircolt    January  10,  191S.) 
[202  Fed.  Rep.  66.] 

OouBTS  (I  866) — ^Fbdebal  Ck)UBTB — ^DuTT  TO  Follow  9tatb  Oouxt 
Decisioit. — The  obligation  of  a  Federal  court  to  foUow  the  decisions 
of  State  courts  does  not  arise,  unless  the  State  court  is  a  court  of 
last  resort,  particularly  where  the  opinions  of  the  lower  courts  are 
not  unanimous  or  numerous  and  old  enough  to  show  a  settled  rule.* 
[Bd.  Note.— For  other  cases,  see  Courts,  Oent  Dig.  W  050,  952, 
056,  060-071 ;  Dec.  IHg.  I  865. 

CkMiduslveness  of  Judgment  between  Federal  and  State  courts, 
see  notes  to  Kansas  City,  Ft.  S.  &  M.  R.  Co.  v.  Morgan  21  C.  C.  A. 
478 ;  Union  &  Planters'  Bank  t?.  City  of  Memphis  40  C.  a  A.  468.) 

[67]  Monopolies  (I  10) — Public  Policy  —  Fei«eal  aivd  Statb 
PoLiCT. — ^In  general,  the  poUdes  of  the  State  of  Ohio  and  of  the 
United  Stal3^  regarding  mooopolles  and  restrictions  of  competition 
are  the  same ;  the  rule  b^ng  tliat  of  the  common  law,  dedared  for 
Ohio  by  the  Valentine  Act  (Rev.  St  1008,  %  4427-1),  and  for  the 
United  States  by  the  Sherman  Act  (Act  July  2,  1800,  a  647,  26 
Stat  200  [U.  S.  Comp.  St  1001,  p.  8200]). 

[Ed.  Note.— For  other  cases,  see  Monopolies,  Oent  Dig.  i  0;  Dec 
Dig.  I  10. 

Monopolistic  contract,  validity  as  aifected  by  public  policy,  see 
note  to  Cravens  v.  Carter-Crume  Co.,  34  a  C.  A.  486.] 

MoNOPOUXs   (I  20) — O)i£BiNATi0NS  Pbohibited — ^Tblephoxvs  Compa- 

NIES — ^LOCAL     AND     LONG-DlSTANCB    COMPANIES — CONNECTION  S--:Bx- 

CLTTSivi  Riqbts. — ^A  coutract  between  a  local  telephone  company 
and  a  long-distance  company  for  a  connection  between  tiieir  linee 
and  the  use  of  the  local  lines  for  the  sending  and  receiving  of  long* 
distance  messages,  binding  tlie  local  company  not  to  permit  any 
similar  connection  by  any  other  long-distance  company  for  a  term 
of  00  years,  thereby  disabling  it  from  giving  its  subscribers  the 
benefit  of  competition  in  long-distance  service  and  ftom  extending 
its  own  service  as  authorised  by  its  diarter,  was  invalid,  as  tend- 
ing to  create  a  monopoiy. 
[Bd.  Note.— For  other  cases,  see  MonopoUes,  Dec.  Dl^  I  dO.l 

•  Syllabus  copyrii^zted;  1013,  by  West  Publishing  Company. 
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Tkubobaphs  and  Teixphonxs  (S  28)— Powebs  —  Extkitsion  of 
Lines. — Under  Rev.  St  Ohio  1908,  i  3455,  conferring  on  telephone 
companies  the  power  to  extend  their  lines  whenever  and  wherever 
the  needs  of  the  service  and  good  business  policy  may  dictate,  the 
duty  of  a  company  to  furnish  reasonably  adequate  service  Is  not 
confined  to  the  date  of  Its  organization,  but  It  Is  bound  to  keep 
pace  with  changing  conditions  as  they  may  occur  from  year  to 
year;  and  a  contract  disabling  It  from  furnishing  what  may  be 
adequate  service  Is  Invalid. 

[Ed.  Note. — For  other  cases,  see  Telegraphs   and  Tel^hones, 
Cent.  Dig.  H  16.  17 ;  Dec.  Dig.  i  28.] 

Telegraphs  and  Telephones  (i  36) — ^Lonq-Distance  Sebvigb — ^Ade- 
quacy.— ^Long-distance  telephone  service  Is  not  necessarily  reason- 
ably adequate  because  It  reaches  the  city  or  district  of  residence  of 
the  person  with  whom  communication  is  desired. 

[Ed.   Note. — For  other  cases,   see  Telegraphs  and  Telephones, 
Cent.  Dig.  SS  26.  31 ;  Dec.  Dig.  i  36.] 

Monopolies   (S  20) — Consolidation  Between  Public  Ssevige  Cor- 
porations.— Statutory  power  to  consolidate  with  or  purchase  an- 
other company  will  not  justify  a  general  system  of  contracting  with 
a  great  number  of  other  companies  for  exclusive  mutual  relation. 
[Ed.  Note. — For  other  cases,  i^ee  Monopolies,  Dec.  Dig.  I  20.] 

Monopolies  (I  20) — Restraining  Competition  —  Exclusive  Con- 
tracts.— A  general  system  of  exclusive  contracts  prima  facie  re- 
straining competition  might  be  Justified  if  they  are  for  a  term  not 
beyond  any  such  necessity,  as  a  99-year  contract  for  exclusive  in- 
terchange of  telephone  business. 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Dec.  Dig.  S  20.] 

Appeal  from  the  Circuit  Court  of  the  United  States  for 
the  Northern  District  of  Ohio ;  Kobert  W.  Tayler,  Judge. 

[68]  Suit  in  equity  by  the  United  States  Telephone  Com- 
pany against  the  Central  Union  Telephone  Company  and 
another.  From  a  decree  dismissing  the  bill  (171  Fed.  130), 
complainant  appeals.     Affirmed. 

During  the  period  prior  to  1808  the  Central  Union  Telephone  Com- 
pany had  established  a  system  of  long-distance  telephone  conmiunl- 
catlon  extending  over  large  parts  of  the  States  of  Ohio  and  Indiana. 
It  also  owned  and  controlled  local  telephone  exchanges  In  many  cities 
and  villages  In  this  territory.  The  American  Telephone  &  Telegraph 
Company,  by  license  or  stock  ownership  or  otherwise,  controlled  the 
Central  Union,  so  that  the  latter,  with  Its  local  exchanges  and  long- 
distance lines,  became  allied  to,  and  in  a  sense  ai  part  of,  the  so-called 
BeU  system,  extending  throughout  the  United  States.  At  the  same 
time  there  also  existed.  In  the  two  States  named,  a  large  number  o£ 
8o-caUed  independent  local  telephone  exchanges,  often  operating  a 
06825'— VOL  4—17 M 
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local  exchange  In  direct  competition  with  the  local  exchange  of  the 
Central  Union,  at  the  same  place,  but  not  amounting  to  a  completely 
competing  system,  because  the  independent  local  exchanges  were  not 
generally  connected  with  each  other  by  long-distance  lines,  and  hence 
could  not  give  to  their  patrons  long-distance  service.  It  was  the  estab- 
lished practice  and  rule  of  the  Central  Union  not  to  permit  its  long- 
distance lines  to  be  used  by  or  for  the  local  independent  exchanges, 
and  it  thus  promoted  its  own  local  business  by  offering  in  connection 
therewith  long-distance  service  which  local  competitors  could  not 
give.  The  bill  alleges,  and  it  is  now  to  be  taken  as  true,  that  this 
conduct  and  policy  of  the  Central  Union  Company  were  intended 
for,  and  were  effective  toward,  unfairly  suppressing  competition  and 
oppressively  establishing  a  monopoly  in  the  telephone  business. 

In  this  situation  the  United  States  Telephone  Company  was  organ- 
ized as  an  independent  long-distance  company,  for  the  purpose  of 
furnishing  long-distance  service  to  the  independent  exchanges  in  the 
two  States  named  and  adjacent  territory.  It  proceeded  to,  and  did, 
expend  several  million  dollars  in  the  construction  of  such  lines,  and 
in  connection  with  this  planning  and  development  it  negotiated  and 
made  contracts  with  a  large  number  of  independent  local  exchanges 
in  Ohio,  Indiana,  and  Michigan,  which  contracts  provided  for  an 
interchange  of  business,  "  so  that  a'  comprehensive  and  adequate  inde- 
pendent telephone  system  was  thereby  created.**  This  independent 
system  thereupon  entered  into  and  carried  on  a  general  telephone 
business,  competing  with  the  Bell  system  in  the  territory  named, 
and  in  about  1907  It  had  been  so  successful  that  it  was  furnishing 
long-distance  service  for  800  independent  exchanges,  2,000  Inde- 
pendent stations,  and  700,000  telephones.  Up  to  the  time  last  named 
the  Central  Union  Company  had  adhered  to  its  p<^cy  of  refusing 
to  furnisli  service  to  tad^pendent  excbanioas,  but  at  about  that  time 
it  abandoned  that  policy,  in  whole  or  In  part,  and  began  to  solicit 
an  exchange  of  business  with  the  local  independent  companies;  in 
other  words,  the  Central  Union  Conlpany  entered  into  active  com- 
petition with  the  United  States  Company  for  the  long-distance  bBSIness 
of  the  independent  local  exchanges.  The  flontrBCts  aboard  noMd, 
between  these  exchauges  and  the  United  States  Company,  provided 
that  for  points  reached  by  that  company  they  should  give  their  long- 
distance business  exclusively  tp  that  company  and  receive  long-dis- 
tance business  from  that  co^^>any  alone,  so  that  this  new  policy  of 
the  Central  Union  Company  amounted  to  soliciting  the  independent 
exchanges  to  break  their  contracts  with  the  United  States  Company. 
Several  independent  exchanges  accepted  the  offers  made  by  the  Cen- 
tral Union  Company,  and  entered  into  interchange  arrangements 
with  it 

Against  two  or  three  of  such  independent  local  exchanges,  the 
United  States  Company  filed  injunction  complaints,  and  <^tained 
injunctions  in  the  common  pleas  court  of  Ohio.    The  Central  Union 
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GooipaDy  coatinuing  such  solicitation,  the  United  States  Company 
filed  this  bill  in  the  United  States  Circuit  Court  for  the  northern 
District  of  Ohio,  asking  an  injunction  against  the  continuance  of  such 
acts.  The  defendants  demurred,  and  the  Circuit  Court  dismissed  the 
bill.  The  United  States  Company  appealed  to  this  court  The 
hearing  of  the  appeal  was  long  delayed,  awaiting  the  decision  of  the 
Supreme  Court  of  Ohio;  but  that  decision,  when  rendered,  was  not 
controlling,  as  [69]  hereafter  explained,  and  accordingly  the  appeal 
has  been  argued  and  submitted  to  this  court. 

W.  L.  Cary^  of  Columbus,  CHiio,  and  CahU  dk  Parmenter, 
of  Lima,  Ohio,  for  appellant. 

John  H.  Doylt^  of  Toledo,  Ohio,  Murray  S^asangoodj  of 
Cincinnati,  Ohio,  and  W.  B.  Mati/ny  of  Indianapolis,  Ind. 
{Paxton^  Warrvngton  dk  Seasongood^  of  Cincinnati,  Ohio, 
and  Doyle  <£  Lewis^  of  Toledo,  Ohio,  of  counsel),  for  ap- 
pellees. 

Before  Knappisn  and  Dekisok,  Circuit  Judges,  and  Satbb, 
District  Judge. 

Denisok,  Circuit  Judge  (after  stating  the  facts  as  above) : 

After  the  decision  of  the  present  case  by  Judge  Tayler  in 
the  court  below,  an  appeal  from  the  common  pleas  court,  in 
one  of  the  injunction  cases,  was  affirmed  by  majority  vote  of 
the  circuit  court  (in  Ohio,  an  intermediate  appellate  court). 
This  was  carried  to  the  Supreme  Court.  The  Supreme 
Court  of  Ohio  has  six  members.  Five  sat  to  hear  this  case, 
and  the  decree  of  the  circuit  court  was  affirmed  by  a  vote  of 
three  to  two,  but  without  any  opinion.  It  is  the  fixed  rule 
of  the  Supreme  Court  in  Ohio  that  the  law,  as  settled  by  the 
decision,  is  to  be  found  only  in  the  syllabus.  Adelhert  Col- 
Uge  V.  Wabash  R.  B.  Co.  (C.  C.  A.  6)  171  Fed.  805,  812,  96 
C.  C.  A.  465, 17  Ann.  Cas,  1204.  Under  these  circumstances, 
it  is  said  that  we  should  not  examine  for  ourselves  the  ques- 
tions involved,  but  should  adopt  the  same  disposition  of  the 
matter  as  was  reached  in  the  Ohio  Supreme  Court. 

[1]  Counsel  do  not  agree  as  to  whether  the  action  of  the 
State  courts  was  in  such  sequence  of  events,  or  whether  that 
action  so  involved  the  construction  of  the  State  statutes  or 
State  policy  only,  rather  than  Federal  statutes  or  matters  of 
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general  law,  that  it  would  be  our  duty  to  adopt  the  conclu- 
sion of  those  courts;  but  we  see  no  necessity  for  considering 
that  problem.  It  is  clear  that  the  obligation  to  follow  the 
lead  of  the  State  courts  does  not  arise,  unless  the  court  to 
be  followed  is  the  court  of  last  resort  in  the  State  {Anglo- 
American  Co.  V.  Lombard  [C.  C.  A.  8],  182  Fed.  721,742,68 
C.  C.  A.  89) ;  and  particularly  so  when  the  lower  court 
opinions  are  not  unanimous  or  numerous  and  old  enough  to 
show  a  settled  rule.  We  think  we  must  interpret  the  action 
of  the  Supreme  Court  of  Ohio  as  a  declaration  that,  lacking 
concurrence  by  a  majority  of  the  court,  it  was  unwilling  to 
lay  down  any  general  rules  or  principles  as  applicable  to  the 
existing  situation.  Under  these  circumstances,  we  feel 
bound  to  decide  the  issues  according  to  our  own  judgment 

The  court  below  based  its  conclusion  largely  upon  the 
ground  that  the  exclusive  feature  of  the  contracts  between 
the  independent  locals  and  complainant  was  in  itself  un- 
lawful and  void,  as  tending  to  unlawful  trade  monopoly.  If 
that  court  was  right  in  this,  all  the  other  questions  argued 
become  immaterial,^  and  so  that  question  is  naturally  tiie 
first  to  be  considered.  This  necessitates  a  more  careful 
statement  of  this  feature  of  the  contracts^ 

Taking  one  of  the  contracts  as  typical,  we  find  that  the 
long-distance  company  (complainant)  agrees  to  build  a  line 
to  the  corporate  [70]  limits  of  the  village,  and  thence  upon 
the  poles  of  the  local  company  to  its  central  exchange  in  the 
village,  receiving  a  license  to  use  therefor  the  poles  of  the 
local  company's  village  lines ;  that  service  will  be  given  from 
all  lines  owned,  controlled,  or  connected  with  the  lines  of 
either  party  over  the  lines  of  the  other  party  and  its  con- 
nections; that  neither  party  will  enter  into  contract  with 
any  other  person  or  corporation  whereby  any  of  the  rights, 
privileges,  or  advantages  acquired  by  this  contract  might  be 
impaired;  that  the  long-distance  company  will  transmit, 
over  the  lines  owned  or  controlled  by  the  local  company,  all 
messages  destined  to  points  thereon,  and  not  reached  by  the 
long-distfince  company's  own  lines;  that  the  local  company 
will  transmit  over  the  lines  of  the  long-distance  company  aU 
messages  to,  points  ^^  not  now  reached "  by  the  local  com- 
pany's own  lines  (as  shown  by  the  attached  plat  of  existing 
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local  lines) ;  that  the  tolls  and  charges  shall  be  divided  in 
agreed  proportions;  and  that  the  contract  shall  remain  in 
force  for  99  years. 

[2]  Speaking  generally,  the  policies  of  the  State  oi  Ohio 
and  of  the  United  States  regarding  restrictions  of  competi- 
tion are  the  same;  if  there  are  differences,  they  are  imma- 
terial here.  The  rule  is  that  of  tbe  common  law,  declared 
for  Ohio  by  the  Valentine  Act,  and  for  the  United  States  by 
the  Sherman  Act.  Salt  Co.  v.  Guthrie^  35  Ohio  St.  666;  sec- 
tion 4427—1,  R.  S.  Ohio;  Standard  OU  Case,  221  U.  S.  1,  31 
Sup.  Ct.  602,  55  L.  Ed.  619,  34  L.  R.  A.  (N.  S.)  834,  Ann. 
Cas.  1912D,  734;  Act  July  2, 1890,  c.  647,  26  Stat.  209  (U.  S. 
Comp.  St.  1901,  p.  3200) ;  State  v.  Buckeye  Pipe  Line  Co., 
61  Ohio  St.  520, 548, 56  N.  E.  464;  State  v.  Gage,  72  Ohio  St. 
210,  73  N.  E.  1078.  That  any  particular  class  of  business 
should  be  exempted  from  this  prevailing  policy  would  re- 
quire clear  and  explicit  legislative  declaration  to  that  effect. 
The  courts  cannot  make  such  exemptions,  merely  because 
forceful  reasons  can  be  stated  why  such  particular  business 
is  a  ^^  natural  monopoly."  If  it  is,  this  only  means  that  the 
legislature  might  well  have  made  an  exemption,  or,  at  most, 
that  in  a  judicial  determination  of  what  amounts  to  a  sub- 
stantial and  direct  restraint,  rather  than  an  incidental  or  in- 
direct restraint,  the  courts  will  give  due  regard  to  the  char- 
acter of  the  business  under  consideration.  Of  the  present 
situation,  it  is  enough  to  say  that  we  are  cited  to  no  Ohio 
statute  in  force  when  this  controversy  arose  expressly  ex- 
empting telephone  companies  from  the  general  policy  adopt- 
ed by  the  State  for  other  kinds  of  business ;  nor  is  there  any 
such  exemption  in  the  Federal  statutes. 

It  also  seems  clear,  and  is  not  denied,  that  the  carrying  on 
of  telephone  business  is  trade  and  commerce  within  the 
proper  meaning  of  those  terms,  and  one  of  the  kinds  of 
business  in  which  it  is  tbe  general  purpose  of  the  law  that 
all  citizens  should  be  at  liberty  to  engage  on  equal  terms. 

[3]  With  these  premises,  the  prima  facie  restrictive  char- 
acter and  monopolistic  tendency  of  the  contracts  in  question 
can  hardly  be  denied.  The  local  company  has  tied  up  its 
long-distance  business:  It  can  not  tf^e  general  advantage 
of  competition  from  time  to  time  arising,  no  matter  how 
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advantageous  to  it  or  its  patrons,  and  it  can  not  [71]  ex- 
pand its  own  business  and  extend  its  own  lines  beyond  its 
then  existing  limits  into  competition  witii  the  long-distance 
company,  no  matter  how  advisable  such  extension  and  com- 
petition might  prove  to  be.  This  is  from  the  standpoint  of 
the  local  exchange,  but  similar  results  are  apparent  from 
the  other  standpoint.  The  long-distance  company  not  only 
forestalls  competition  likely  to  arise  through  the  extension 
of  the  local  company's  lines,  but  by  its  sfystem  of  these  con- 
tracts there  was  a  direct  plan  and  effort  to  monopolize  in 
the  long-distance  business  so  much  of  the  field  as  it  could 
cover.  A  general  system  of  contracts  may  be  obnoxious  to 
an  antitrust  law,  though  the  individual  contract  would 
not  be.  United  States  v.  Reading  Ry.^  226  U.  S.  324;  33 
Sup.  Ct.  90,  57  L.  Ed.  243.  These  contracts,  therefore,  must 
be  condemned  because  "  adopted  for  and  adapted  to  '*  •  re- 
straint of  trade  and  monopoly,  unless  they  escape  that  con- 
demnation for  the  reasons  hereafter  to  be  considered. 

[4]  Another  consideration  leads  to  the  same  result:  These 
local  exchanges,  organized  under  the  Ohio  statutes,  were 
public  service  corporations  bound  to  give  reasonably  ade- 
quate service.  Cumberland^  etc.^  Co.  v.  KeUy  (C.  C.  A.  6), 
160  Fed.  316,  87  C.  C.  A.  268, 15  Ann.  Cas.  1210;  Postal  Co. 
V.  Cumberland  Co.  (C.  C),  177  Fed.  726.  It  is  true  that 
they  were  not  charged  with  an  express  duty  to  give  long- 
distance telephone  service,  but  neither  were  they  confined 
to  strictly  local  service.  They  had  power  to  extend  their 
lines  whenever  and  wherever  the  needs  of  the  service  and 
good  business  policy  might  dictate  (sec.  3455,  R.  S.  Ohio), 
and  their  obligation  to  furnish  reasonably  adequate  service 
is  not  confined  to  such  exact  definition  of  that  term  as  might 
have  been  given  at  the  time  of  the  organization.  Every 
such  charter  contemplates  that  conditions  will  change  from 
year  to  year  and  from  decade  to  decade,  and  that  the  obliga- 
tion of  the  company  shall  be  to  give  that  service,  which,  at 
the  future  time  when  the  question  arises,  is  then,  and  in 
view  of  the  conditions  then  existing,  reasonably  adequate. 

«  Judge  Knappeo'B  pbnme  in  Bigtsiow  v.  Othmeid  BetOm  Ok  (C.  <7.)» 
160  Fed.  M9,  875. 
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it.  is  now  a  mattei:  of  eoAauooan  koowl^dgd  that  kngHlistance 
coBunimicatiioii  is  a  practical  mBcesslty  tp  iha  perfection  of 
the  service  rendered  by  a  local  exchaoaiige  to  its  i^ubscriber, 
ai^d  this  situation,  wUle  not  as  clear  and  certain  in  1900 
as  it  is  in  1912,  must  be  deemed  to  have  been  then  witibdn 
the  contemplation  of  the  parties  and  of  the  law. 

[5]  A  long-distance  telephone  service  is  not  necessarily 
reasonably  adequate  just  because  it  reaches  the  city  or  dis- 
trict of  residence  of  the  person  with  whom  communication 
is  desired.  A  railroad  service  may  be  bey<md  criticism  if  all 
passengers  and  freight  are  delivered  at  one  station  in  a  city, 
from  which  station  the  passengers  go  their  several  ways,  and 
to  which  station  consignees  come  for  their  freight;  a  tele- 
graph service  may  be  complete  if  the  messages  reach  over 
the  wire  only  one  central  office,  from  which  they  are  dis- 
tributed by  other  means;  but  in  telephone  commnnicatiim 
the  ultimate  thing  sought  is  personal  (Mmv^satiQn,  and  a 
long-distance  telephone  service  has  not  reached  its  full  use- 
fulnessi  untU  the  user,  in  <Hie  place,  jcan  talk  directly  with 
the  [73]  residence  or  place  of  business  of  the  telephone  users 
in  another  place.  It  is  not  now  important  where  the  line 
will  be  drawn  in  determining  what  is  reasonably  adequate 
service.  That  will  depend  upon  many  conditions,  some 
of  which  can  not  be  foreseen.  It  is  enough  to  say  that  where 
a  local  telephone  company  contracts  that  it  will  not  send  or 
receive  any  long-distance  messages,  excepting  in  cooperation 
with  one  specified  long-distance  company,  it  thereby  abdi- 
cates its  pow«r  to  give  a  service  which  may  turn  out  to  be 
clearly  within  any  proper  definition  of  ^reasonably  ade- 
quate.'* 

Nor  are  we  concerned  with  the  question  whether  the  local 
exchange  could,  in  1900,  have  been  compelled,  or  might  now 
be  compelled,  to  give  this  long-distance  service  against  its 
will.  We  consider  only  the  fact  that  by  these  contracts  the 
local  companies  partially  disabled  themselves  from  per- 
forming what  might  become  a  portion  df  their  public  duties, 
and  hence,  for  that  reason  also — and  unless  the  controlling 
justification  appears — ^the  contracts  are  invalid. 
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[6]  We  oome,  then,  ta  the  inquiry  whether  there  is  suffi- 
cient reason  for  exempting  these  contracts  from  their  prima 
facie  invalidity;  and  the  first  point  urged  to  this  effect  is 
that,  by  statute,  the  long-distance  company  and  the  local 
company  each  had  power  to  purchase  and  consolidate  with 
the  other,  and  that,  as  the  greater  includes  the  less,  this 
power  of  consolidation  necessarily  implies  the  power  to  con- 
tract for  exclusive,  mutual  relations.  The  statutes  did  give 
this  power  of  purchase  or  consolidation  (section  8455, 
supra) ;  but '  such  general  powers  must  be  construed  as 
subordinate,  not  paramount,  to  specific  prohibitions  of  mo- 
nopolistic combination  {Northern  Securities  €o.  v.  United 
States,  IW  U.  S.  197,  24  Sup.  a.  486,  48,  L.  Ed.  679).  Nor 
does  the  power  to  consolidate  or  combine  with  another  com- 
pany reach  to  a  system  of  identical  or  similar  contracts  with 
hundreds  of  other  companies,  resulting  in  a  general  combina- 
tion. Hie  essential  evil  may  be  in  the  system,  but  not  in 
the  single  contract 

Further,  on  the  subject,  as  Judge  Tayler  said  below: 

"  Tlie  faUacy  of  this  particular  contention  is  to  be  found  in  the  fact 
that  the  lessee  or  consolidated  company  is  not  by  the  act  of  lease  or 
consoUdatiOB  disabled  to  perform  any  of  its  duties  which  by  law  may 
have  rested  on  the  lessor  or  constituent  comimny.  There  stUl  re- 
mains in  either  case — Please  or  consolidation—a  company  operating  the 
local  telephone  system,  and  upon  it  rests,  as  formerly  rested  on  the 
constituent  local  company,  the  duty  which  the  law  laid  upon  it. 
Whatever  may  be  the  temper  or  the  policy  of  the  successor  company, 
respecting  the  matter  of  continuing  to  monopolise  the  local  and  long- 
distance business  of  the  commwiity,  It  wiU  not  by  sudi  lease  or  con- 
solidation have  parted  with  the  power  to  give  conq^etitiTe  service. 
Thus  it  will  continue  to  have  power  to  satisfy  the  legal  necessities 
springing  out  of  the  fact  that  it  is  a  corporation." 

It  will  be  noticed  that  these  exclusive  contracts  have  the 
effect,  not  only  to  require  the  local  company  to  give  its  long- 
distance business  to  the  United  States  Company  as  against 
any  long-distance  competitor  like  the  Central  Union,  but  also 
to  prohibit  the  local  company  from  extending  its  own  lines  in 
competition  with  the  United  States  Company.  As  will  be 
seen  from  the  statute  cited,  it  had  the  charter  power  to^- 
tend  its  own  lines  wherever  the  good  of  its  stockholders  and 
the  [78]  benefit  to  the  public  might,  from  time  to  time,  die- 
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tate.  So  far  as  such  extensions  might  compete  with  the  lines 
of  the  United  States  C!ompany,  then  or  thereafter  established, 
this  power  of  extension  was,  by  the  contracts,  abrogated. 
This  consideration  adds  force  to  the  extract  just  quoted  from 
Judge  Tayler's  opinion. 

[7]  It  isr  next  urged  that  these  contracts  should  be  ap- 
proved because,  in  spite  of  their  restrictive  and  monopolistic 
tendencies,  their  net  character  tended  in  the  contrary  direc- 
tion, so  &at  they  really  promoted,  instead  of  restraining, 
competition.  This  is  because,  in  1900,  the  long-distance  field, 
so  far  as  occupied  at  all,  was  exclusively  held  by  the  Cen- 
tral Union  Company,  which  (the  demurrer  admits)  was  a 
monopoly  maintaining  its  position  by  unlawful  means,  and 
because  it  was  impossible  to  promote  and  establish  a  com- 
peting long-distanoe  system  unless  that  system  was  in  ad- 
vance assured  of  business  from  independent  exchanges, 
which  assurance  could  be  had  only  by  exclusive  con- 
tracts. We  consider  this  argument  as  depending  upon  the 
principles  which  have  been  most  recently  discussed  by  Mr. 
Justice  Lurton,  in  the  Beading  Case  (supra)  with  refer- 
ence to  the  65  per  cent  contracts,  and  it  amounts  to  saying 
that  the  restraint  and  monopoly  found  in  these  telephone 
contracts  were  not  their  main  and  characterizing  purpose 
and  effect,  but  were  the  indirect  and  necessary  incidents  of 
contracts  which  operated  primarily  for  promoting  competi- 
tion— Whence,  they  can  not  be  condemned.  It  may  well  be 
that  if  a  system  of  monopoly  is  found  so  entrenched  that 
competition  can  not  get  a  start,  except  by  providing  itself 
in'  advance  with  a  system  of  exclusive  contracts,  then,  in 
sudi  ease  and  in  so  far  as  this  is  necessary  to  get  competi- 
tion, the  exclusive  contracts  may  become  a  mere  incident 
of  tile  generally  lawful  enterprise.  However,  it  is  clear 
that  this  exemption  can  not  go  beyond  the  necessity  of  the 
ease,  and  the  bill  in  this  case  indicates  no  necessity  requiring 
or  justifying  99-year  contracts.  Tliese  are  practically  per- 
petual contracts.  Within  that  period,  the  entire  subject  mat- 
ter might,  and  very  likely  would,  change  its  essential  char- 
acter over  and  over  again.  We  can  not  undertake  to  suggest 
the  term  of  exclusive  contract  which  would  be  reasonable, 
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so  as  to  pennit  the  use  of  sucfai  a  means  £or  getting  a  riTal 
company  into  the  field.  The  tenn  of  a  patent  may  furnish 
some  analogy.  Different  circumstances  may  justify  differ- 
ent terms.  The  term  might  be  such  as  to  maJb^  it  very  difi- 
cult  to  decide  upon  which  side  of  the  line  it  lay.  •  We  need 
not  £|>eculate  about  these  things,  because  we  are  clear  that 
the  99-year  restriction  found  ii^  these  contracts  goes  far 
beyond  any  inherent  necessity  for. the  purpose  suggested, 
and  so  can  not  be  justified  as  properly  incidental  tp  a  lawful 
purpose. 

Several  other  reasons  are  urged  for  sustaining  the  validity 
of  these  contracts  in  spite  of  what  we  have  called  their 
prima  fade  invalidity,  but  we  find  none  of  these  i^eaaons  as 
forceful  ae  the  two  which  we  have  discussed;  nor  does  any 
one  of  the  decisions  which  have  been  pressed  upon  us  seem 
persuasive  in  opposition  to  the  conclusions  we  have  ex- 
pressed. A  review  of  these  cases  would  be  unprofitable.  No 
one  of  them  has  reference  to  a  system  of  hundreds  of  iiknti- 
cal  or  similar  contracts  covering  large  parts  of  three  Slates, 
running  for  a  period  of  time  whidi  is  practically  perpetual, 
and  operating  to  abrogate  a  [74]  part  of  the  powers  of  pub- 
lic service  corporations,  and  covenanting  that  the  powers  not 
wholly  abrogated  shall  not  be  exercised  as  they  might  other- 
wise have  been  and  as  may  prove  to  be  essential  to  giving 
good  service  and  to  avoiding  monopoly.  For  example,  in 
Chicago^  etc.,  Co.  v.  PuUnum^  etc.^  Co.^  139  U-  S.  79, 11  Sap. 
Ct.  490,  35  L.  Ed.  97,  a  contract  by  the  railroad  to  give  to 
the  Pullman  Company  the  exclusive  right  to  furnish  slew- 
ing cars  to  the  railroad  was  sustained;  but  the  contract  was 
for  a  period  of  only  15  years,  and  contained  an  opti<m  by 
which,  if  unsatisfactory,  it  might  be  terminaited  in;  i  yean. 
Such  a  contract  was,  essentially,  of  a  different  chacaoter 
ixom  those  now  involved^  because  of  the  eiltire  practicability 
of  exchanging  long-distance  telephone  bumness  with  more 
than  one  company,  contrasted  with  the  practical  dificmlties 
which  might  attend  the  atteniptod  use  of  the  same  railnad 
track  for  sleeping  cars  of  different  systMia;  bnt,  a^e  from 
this  practical  distinction,  the  opinion  does  imA  indicate  to  as 
that  the  exclusive  sleepi^  car  contract  would  have  bosn  sos- 
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tained  if  it  had  been  for  the  period  of  Sl9  years,  and  if  it 
had  been  one  of  a  system  of  similar  contracts  covering  or 
attempting  to  cover  all  the  railroads  in  a  large  territory. 
The  Supreme  Court  has  also  sustained  exclusive  contracts 
for  hauling  express  oars  (Si.  Louis,  etc,,  Co.  t.  Southern 
Exf.Oo.,  117  U.  S.  1,  6  Sup.  Ct.  542,  «28,  29  L.  Ed.  791) ; 
but  this  is  less  analogous  than  the  Pullman  case.  On  the 
other  hand,  the  view  we  take  is  supported^  more  or  less  per- 
fectly, by  Beasleu  v.  Texas  Pw.  By.  Co.,  191  U.  S.  492,  497, 
24  Sup.  Ct  164,  48  L.  £d.  274;  State  v.  Tdephme  Co.,  86 
CNbio  St.  296,  88  Am.  Rep.  588;  Souih  Chicago,  etc.,  Co.  v. 
Cdhwmet,  etc.,  Co.,  171  111.  391,  49  N.  E.  576;  Central,  etc^ 
Co.  V.  Averm,  199  N.  Y.  128,  92  N.  E.  206,  32  L.  R.  A.  (N. 
S.)  494,  139  Am.  St.  Rep.  878;  StaU  v.  CadwaiUder^  172 
Ind.  619,  87  N.  E.  644,  89  N.  K  819. 

We  are  not  unmindful  that  the  result  of  affirming  the 
decree  below  is  to  compel  what  is  said  to  be  the  weaker  of 
the  two  companies  to  defend  itself  against  commercial  ag- 
gression from  the  stronger  by  some  other  means  than  merely 
standing  upon  these  contracts  which  it  had  provided  for  such 
defense;  but,  in  applying  rales  of  this  kind,  we  must  look 
to  the  future  as  well  as  to  the  present.  Sustaining  these 
contracts  might,  for  the  time  being,  aid  the  weaker  and  so 
help  to  maintain  competition ;  but  it  would  at  the  same  time 
point  the  way  by  which,  in  case  of  the  voluntary  or  involun- 
tary combination  of  these  two  companies,  all  competition  or 
possibility  of  competition  would  be,  for  99  years,  excluded. 
This  entire  phase  of  the  question  is  so  well  stated  by  Judge 
Tayler  that  we  quote  with  approval  this  part  of  his  opihion  : 

"Th«  poflltkm  wUeb  c^uiubI  for  oomplainant  take  comes  to  this 
when  we  analyze  it:  The  Bell  Telephone  Oompany  is  a  wicked  mo- 
nopoly. Some  years  ago  the  United  States  Company  concluded  to 
fight  it  The  only  way  to  fight  the  devil  was  with  Are.  The  only 
way  to  fight  the  monopoly  was  to  monopolize  all  unoccupied  territory. 
The  way  to  monopolize  this  unoccupied  territory  was  to  go  to  a  local 
telephone  company  which  had  no  long-distance  connection  and  offer  to 
give  it  such  a  long-distance  connection,  provided  a  perpetual  monopoly 
of  it  was  given  in  return. 

"This  purpose  to  destroy  the  BeU  mon<q^ly  maar  be  i^tiaitted  to  be 
virtuous.    Tf  he  method  resorted  to  was  vicious.    It  was  a  soere  reptd- 
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tioD  and  imitation  [9i]  oif  tlie  metlioda  whidi,  whonlfollowed  by  tlie 
Bell  Company,  are  so  bitterly  denounced.  The  philoeopby  tbat  the  end 
justifies  the  means,  when  the  end  is  virtuous  and  the  means  vicioas, 
has  long  since  been  discarded,  if  it  ^ver  had  any  avowed  supporters. 
Bat  even  lliat  phfloeophy  can  not  apply  to  a  mere  business  nnder- 
taldng.  The  purpoBe  to  destroy  the  telephone  monopoly  was  not  a 
virtuous  purpose;  it  was  a  buainess  proposition,  whiidi  incld^itally 
led,  we  may  assume,  to  a  righteous  result  What  becomes  of  the 
righteous  result  when  the  means  to  accomplish  it  are  the  means  of 
unrighteousness?  The  ultimate  result  of  which  may  be  that  we 
discover  we  have  exchanged  one  master  for  another,  or  if  not,  that 
we  have  emphaaized  the  strength  of  the  former  master.  Oounsel.  of 
course,  will  not  deny  that  if  the  B^  Company  should  acquire  ooitfrol 
of  the  complainant,  these  contracts  would  be  Just  as  valid  and  the 
shield  of  our  defense  would  be  turned  into  a  weapon  with  which  to 
destroy  us. 

**Are  the  courts  to  turn  themselves  into  inquisitors  of  the  minds 
of  men  and  say:  'Here  is  a  man  who  wants  to  do  the  world  some 
good?  The  ultimate  result  promises  to  be  beneficial,  hot,  in  order  to 
accomplish  it,  he  must  monopolize  the  business  of  some  community 
and  must  violate  the  law.  May  he  do  so?'  These  questions  were 
long  ago  answered,  and  yet  they  come  up  again  and  again. 

**  The  sum  of  all  this  is  that  it  does  no  good  to  destroy  one  monopoly 
by  creating  another.  Monopolies  all  look  alike  to  the  law.  When  they 
use  their  power  unlawfully,  it  is  for  the  law  to  take  snltabie  steps  to 
punish  the  offender  and  prevent  recurrence  of  the  offense." 

The  decree  below  is  n&med,  with  costs. 


UNITED  STATES  v.  HAMBUEG-AMEEIKANISCHE 
PACKET  -  F AHRTACTIEN  -  GESELI^OHAFT  ET 
AL.« 

(Circuit  Court,  S.  D.  New  York.    December  20,  1911.  > 
[200  Fed*  Rep.  80a] 

COMMEBCE     (S     47) — ^FOBEIGN     COMMEBCB — ^INTERNATIONAL    TrANSFOS- 

TATiON  OF  Passengebs — REGULATION. — ^Tho  transportation  of  passen- 
gers between  the  United  States  and  Burope  forms  a  part  of  the 
commerce  of  the  United  States  with  foreign  nations  subject  to  con- 
gressional regulation,  nnder  which  right  Congress  has  power  to 

•For  later  opinions  (216  Fed.  971),  see  post,  page  887;  (289  U.  S. 
406),  see  po9t,  page  906. 
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prohibit  all  contracts,  camblnatlons,  and  oonflplraciMi  tn  restraint 

of  such  oommeroe.* 

[Ed  Note. — For  other  cases,  see  Oommerce,  Cent.  Dig.  S  26;  Dec 
Dig.  I  47.] 
Monopolies  (I  16) — ^Foreign  Gommebck. — ^A  contract  between  steam- 
ship lines  for  division  of  steerage  passenger  transportation  between 
the  United  States  and  Europe  according  to  specified  percentages, 
containing  stipulations  for  the  pooling  of  receipts  and  embracing 
provisions  to  secure  its  enforcement,  and,  while  leaving  the  fixing 
of  rates  to  individual  discretion,  providing  that  the  holders  of  75 
per  cent  of  the  shares  of  traffic  might  direct  any  party  to  raise  or 
reduce  its  (Charges,  directly  and  materially  affected  foreign  com* 
merce,  and  since,  with  reference  to  east-bound  traffic,  the  actual 
commencement  of  the  transportation  was  within  the  territory  of 
the  United  States,  the  contract  was  an  unlawful  combination  and 
conspiracy,  In  violation  of  the  Federal  Anti-Trust  Act 

[Bd.  Note. — ^For  other  cases,  see  Monopolies,  Cent.  Dig.  1 12;  Dec 
Dig.  fi  16.1 
MoiffOPOLiEs  (I  16)— FoBEnm  Comhebcb— Iixbqal  CoNTaAcrr.— Where 
a  contract  for  international  transportation  of  steerage  passengers 
between  the  United  States  and  European  ports  constituted  an  ille- 
gal combination  and  conspiracy.  In  violation  of  the  Federal  Anti- 
Trust  Act  (Act  July  2,  1890,  c  647,  26  Stat  209  [U.  S.  Conip;  St 
1001,  p.  8200] ),  and  was  in  restraint  of  foreign  trade  and  CMnmeroe, 
materially  affecting  the  foreign  commerce  of  the  United  States,  and 
was  intended  to  be  put  into  force  there,  it  was  immaterial  where  it 
was  entered  Into,  or  that  it  was  to  be  carried  out  or  performed  in 
foreign  countries,  or  by  the  use  of  foreign  vessels. 

[Ed.  Note. — For  other  caaes,  see  Monopolies,  Cent  Dig.  1 12 ;  Dec 
Dig.  I  16.] 

In  equity.  Suit  by  the  United  States  against  the  Ham- 
burg-Ainerikanische  Packet-Fafart-Actien-Gesellschaft  and 
others.  On  demurrer  to  the  bill  for  want  of  equity.  Over- 
ruled. 

The  bill  was  filed  by  the  United  States  under  the  Federal 
Anti-Trust  statute,  to  Testrain  a  further  execution  of  an 
agreement  between  certain  steamship  companies  for  the  for- 
mation of  an  association,  called  the  ^^ Atlantic  Conference," 
relating  to  the  carriage  of  steerage  passengers  between  the 
United  States  and  Europe. 

H&nry  A.  Wise,  U,  S.  Atty.,  of  New  York  City. 
*  Syllabus  copyrighted,  19X8^  l^  West  PnbUahlng  Qompany. 


Digitized  by  VjOOQIC 


8M  M)  WB&aj^  SKM(&TSB,  M. 

Onliiloa  Qt  the  Court 

BurUnffhmn,  ManitgoTMry  A  Beeeher;  Lard,  Daf  dk  Lard; 
Choate  <6  Larocque;  Spooner  dk  Cotton;  and  A.  L.  dk  5.  F. 
JacobSy  all  of  New  York  City,  for  defendants. 

Before  Lacombb,  Coze,  Wau^,  and  Notxb,  circuit  judges. 

Notes,  circuit  judge. 

[1]  It  may  be  accepted  without  discussion  that  trans- 
portation of  passengers  between  tliifi  country  and  Eu-[8071 
rope  forms  a  part  of  the  commerce  of  the  United  States  with 
foreign  nations.  It  is  also  clearly  established  that  Con- 
gress has  power  to  prohibit  all  contracts,  combinations,  and 
conspiracies  in  restraint  of  such  part  of  the  foreign  com- 
merce of  the  United  States.  The  real  question  here  is  not 
one  of  power  but  of  interpretation.  The  inquiry  is  whether 
that  which  is  charged  against  the  defendants  comes  within 
the  provisions  of  the  Anti-Trust  statute  and  this  inquiry  has 
two  phases: 

(1)  Does  the  agreocnent  in  question  directly  and  ma- 
terially affect  foreign  commerce? 

(2)  Does  such  agreement  with  the  acts  stated  in  the  peti- 
tion amount  to  an  unlawful  contract,  combination,  or  con- 
spiracy? 

[2]  The  agreement  affects  foreign  commerce  because  its 
operation  must  necessarily  divert  a  part  thereof,  viz,  the 
business  of  carrying  steerage  pltsac^gers  from  the  natural 
channels  of  free  competition  into  fixed  dianjoeb  assigned  to 
the  parties.  The  different  lines  obtain  not  that  which  would 
come  to  them  from  their  separate  efforts  but  prescribed  and 
certain  ptffcentages  of  the  traffid. 

The  agreement  directly  and  nuiteriaUy  affects  foreign 
commerce  and  is  partly  intra-terrifborial  hecauBe  it  is  to  be 
carried  out  in  part  in  the  United  States.  Confining  our- 
selves to  east-bound  traffic,  it  is  ^^rident  that  the  contract 
contemplates  the  solicitation  of  bManesa,  the  making  of 
contracts  of  carriage,  the  taking  on  board  of  passengers, 
and  the  actual  co«imencemmt  of  toansportatiM  within  the 
territory  t>f  the  United  States.  It  requires  acts  to  be  done 
in  this  country;  such  acts  are  as  material  and  essential  as 
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those  to  be  perfbtmed  tbrotd,  and  the  p«rt  of  the  eontrtct 
roqairing  them  can  not  be  sepaiiated  frmn  the  remaiDder. 

The  prohibitions  of  the  Anti-Trust  statute  apply  broadly 
to  contracts  in  restraint  of  trade  or  commerce  with  foreign 
nations.  This  contract  directly  and  materially  affects  such 
commerce,  and  if  it  unlawfully  restrains  it,  it  comes  within 
the  statute.  We  see  nothing  to  warrant  the  contention  that 
the  act  should  be  narrowly  interpr^ed  as  prohibiting  only 
coivtracts  which  are  to  be  perfumed  wlMdly  within  the  teni* 
torial  jurisdiction  of  the  United  States  nor — ^if  it  were  for 
us  to  consider — any  reason  for  concluding  that  a  broader 
construction  would  lead  to  international  complications. 

[3]  As  the  contract  directly  and  mlU;erially  affects  the 
foreign  commerce  of  this  country  by  being  put  into  effect 
here,  it  is  immaterial  where  it  was  entered  into  or  by  what 
vessels  it  was  to  be,  or  has  been,  performed.  Citizens  of  for- 
eign coimtries  are  not  free  to  restrain  or  monopdli&e  tiie 
foreign  commerce  of  this  country  by  entering  into  combina- 
tions abroad  nor  by  employing  foreign  vessels  to  effect  their 
purpose.  Such  combinations  are  to  be  tested  by  the  same 
standard  as  similar  combinations  entered  into  here  by  citi- 
zens of  this  country.  The  vital  question  in  all  cases  is  the 
same:  Is  the  combination  to  so  operate  in  this  country  as 
to  directly  and  materially  affect  our  foreign  commerce  I 
As  said  by  the  Circuit  Court  of  Appeals  for  this  circuit  in 
Thomsen  v.  Union  Castle  MaU  S.  S.  Co.,  166  Fed.  261,  92 
CCA.  815: 

"  That  the  combination  was  formed  in  a  foreign  country  is  likewise 
immaterial.  It  affected  the  foreign  commerce  of  this  country  and 
was  to  be  put  Into  operation  here." 

[808]  The  final  inquiry  is  whether  the  acts  and  agree- 
ments of  the  defendants  as  set  forth  in  the  petition  in  addi- 
tion to  materially  and  directly  affecting  foreign  commerce, 
restrain  it  within  the  meaning  of  the  statute.  This  inquiry 
requires  the  examination  of  the  second  phase  of  the  question 
with  which  we  started,  and  it  is  whether  such  acts  and  agree- 
ments amount  to  an  unlawful  contract,  combination,  or  con- 
spiracy. 
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The  petitioii  states  the  oonttraot  at  length.  It  shows  » 
division  of  traffic  into  stated  percentages,  contains  stipula- 
tions for  the  pooUng  of  receipts,  and  embraces  provisions  to 
secure  its  enforconent.  In  general,  the  fixing  of  rates  is 
left  to  individual  disc3reti<Mi,  although  the  holders  of  75  per 
cent  of  the  shares  of  traffic  may  direct  any  party  to  raise 
or  reduce  its  charges. 

The  petition,  after  stating  the  contract,  shows  the  methods 
adopted  by  the  associated  defendants  in  fighting  competitors 
and  in  forcing  them  out  of  business,  and  charges  unfairness 
and  oppression.  It  further  alleges  that  the  defendants  in 
carrying  out  the  combination  have  charged  excessive  and 
arbitrary  rates  to  the  public.  It  also  alleges  that  by  the 
contract  and  the  practices  thereunder  the  defendants  have 
obtained  a  virtual  monopoly  of  that  part  of  the  foreign 
commerce  of  the  United  States  included  within  the  scope  of 
the  combination. 

Testing  the  petition  by  the  allegations  which  it  contains, 
as  must  be  done  upon  demurrer,  it  is  clear  that — ^the  effect 
upon  foreign  commerce  being  shown — the  averments  make 
out  a  combination  and  conspiracy  in  violation  of  the  Anti- 
Trnst  statute.  Whether  or  not  the  statute  is  directed  against 
all  combinations  in  restraint  of  competition,  it  is  certain 
that  it  embraces  those  in  which  the  purpose  and  effect  are  to 
charge  arbitrary  and  excessive  transportation  rates. 
Whether  the  statute  be  broadly  or  narrowly  construed,  it  is 
clear  that  it  prohibits  combinations  and  conspiracies  to  re- 
strain the  business  of  transporting  passengers  when  accom- 
panied with  acts  of  oppression  and  attempts  to  monopolize. 

The  demurrers  of  the  defendants  are  overruled  with  costs, 
and  they  are  assigned  to  answer  by  the  February  rule  day. 
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UNITED  STATES  v  HAMBUEGH.AMERICAN  S.  S. 
LINE  ET  AL.* 

(District  Court,  S.  D.  New  York.    October  13,  1914.) 

[216  Fed.  Rep.,  971.] 

MoNOPouKS  (I  16) — Combination  Bctwesn  Stbamship  Ooxpanies — 
Violation  of  Anti-Tkust  Act. — The  employment  by  a  combination 
of  steamship  companies  engaged  in  the  trans-Atlantic  passenger 
business  of  so-called  "  fighting  ships,*'  or  extra  vessels,  which,  when 
a  vessel  not  owned  by  a  member  of  the  combination,  made  lower 
rates  than  one  which  did,  was  placed  at  a  berth  near  such  vessel, 
and  met  or  went  below  such  rates,  held  to  constitute  an  undue  and 
unreasonable  restraint  of  foreign  trade  and  commerce,  and  an 
attempt  to  monopolize  such  commerce,  In  violation  of  Anti-Trust 
Act,  July  2,  1890,  c.  647,  f  §  1,  2,  26  Stat,  209  (U.  S.  Comp.  St.  1901, 
p.  8200) ;  but  the  exaction  by  the  members  of  the  combination  of 
agreements  by  their  agents  to  sell  passage  tickets  f6r  such  members 
only,  or  the  division  of  the  business  between  the  members  In  a  pre- 
determined proportion,  held  not  a  violation  of  the  act* 

[Ed.  Note. — For  other  cases,  see  Monopolies,  Cent  Dig.  I  12 ;  Dec. 
Dig.  S  16.] 

In  Equity.  Suit  by  the  United  States  against  the  Ham- 
burgh-American Steamship  Line  and  others.  Bill  dismissed 
as  to  two  defendants,  and  decree  for  complainant  for  part  of 
the  relief  prayed  for  against  the  other  defendants. 

This  IS  a  proceeding  in  equity  under  the  Anti-Trust  Act 
to  terminate  and  dissolve  a  combination  of  various  trans- 
Atlantic  steamships  engaged  in  the  transportation  of  pas- 
sengers. The  transactions  complained  of  are  concerned 
mainly  with  the  transport  of  steerage  passengers. 

H.  Snowden  Marshall^  U.  S.  atty.,  and  Hen/ty  A.  Onilery 
Asst.  U.  S.  Atty. 

Spooner  <&  Cotton^  of  New  York  City  {John  C.  Spoaner^ 
of  New  York  City,  of  counsel),  for  Hamburgh- American 
Line,  Allan  Line,  and  Canadian  Pac.  By.  Co. 

«For  prior  opinion  of  the  District  Court  (200  Fed.,  806),  see  ante, 
page  dd2. 
For  opinion  of  the  Supreme  Court  (239  U.  S.  466),  see  post,  page  908. 
>  Syllabus  copyrighted,  1914,  1915,  by  West  Publishing  Company. 
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OhodtB  A  Lm^Mjue^  of  Ne^Tork  City  (Jogeph  Laroaque 
and  Nelson  Shipman^  both  of  New  York  City,  of  counsel), 
for  North  German  Lloyd  and  defendants  Schwab  and  others. 

Burlingham^  Montgomery  cfe  Beecher,  of  New  York  City 
{Charles  C.  BurUngham^  Norman  B.  Beecher^  Charles  Bur- 
Ihtgham  and  Roscoe  H.  Hupper^  all  of  New  York  City,  of 
counsel),  for  American  Line,  Anchor  Line,  Dominion  Lfine, 
Holland- America  Line,  Bed  Star  Line,  White  Star  Line,  and 
dBlendaots  Franklin,  Coverly,  and  Gips. 

Lord^  Day  db  Lord^  of  New  Yoric  City  (Lt^ciius  H.  Beers 
and  Allan  B.  A.  Bradley^  of  New  York  City,  of  counsel), 
for  Cunard  S.  S.  Co.,  Limited,  and  defendant  Sumner. 

Ralph  J.  M.  BuUowa^  of  New  York  City,  for  Russian- 
American  Line  arid  defendants  Johnson  and  Strauss. 

Before  Lacombe,  Coice,  Wabd,  and  Boqers,  Circuit  Judges. 

Lagombe,  Circuit  Judge. 

The  writer's  opinion  as  to  what,  under  prior  decisions, 
was  the  construction  to  be  given  to  the  Sherman  [973] 
Anti-Trust  Act,  will  be  found  fully  set  forth  in  ^27.  S.  v. 
American  Tobacco  Co.  (C.  C),  164  Fed.  700.  If  that  con- 
struction were  followed  in  this  case,  there  could  be  no  doubt 
as  to  the  conclusion  to  be  reached  upon  the  facts  proved. 
It  is  practically  not  disputed  that,  by  the  various  agreements 
and  conferences  which  together  constitute  the  combination 
complained  of,  that  brajich  of  trans-Atlantic  commerce 
which  is  concerned  with  the  transport  of  steerage  passengers 
is  arbitrarily  interfered  with,  so  that  the  proportions  of  it 
carried  by  the  various  lines  which  have  so  combined  are 
not  as  Uiey  would  be  if  .full,  free,  and  unrestricted  competi- 
tion were  the  sole  controlling  power  to  effect  the  distribution. 

Since  the  decision  above  cited,  however,  there  have  been 
twoexha«8tive  opinioiisof  the  Supreme  Court  dealing  with 
this  act  Standard  OU  Co.  v.  United  States^  221  U.^  a  1,  31 
Sup.  Gt.  502,  55  L.  Ed.  619,  84  L.  R.  A.  (N.  8.)  884,  Ann. 
Cas.  1912D,  734;  United  States  v.  American  Tobacco  Co,, 
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221  U.  S.  106,  31  Sup.  Ct.  632,  55  L.  £d.  668.  The  effect  of 
these  would  seem  to  be  that  coniaracts  and  methods  of  busi- 
uees,  which  do  in  fact  reBtniin  or  interfere  with  competition, 
are  not  to  be  held  obnoxious  to  the  provisions  of  the  act 
uaJess  such  restraint  or  interference  is  '^  unreasonable "  or 
"undue." 

"  Without  going  into  detail,  and  but  very  briefly  surveying  the  whole 
field,  it  may  be  with  accuracy  said  that  the  dread  of  enhancement  of 
prices  and  of  other  wrongs,  which  It  was  thought  would  flow  from  the 
undue  limitation  or  competitive  ooddttlons  causefl  by  contacts  or 
other  acts  of  individuals  or  corporations,  led,  as  a  matter  of  pubUc 
policyt  to  the  prohibition  or  treating  as  iUegal  aU  contracts  or  acts 
which  were  unreasonably  restrictive  of  competitive  conditions,  either 
from  the  nature  or  character  of  the  contract  or  act,  or  where  the  sur- 
rounding circumstances  were  such  as  to  Justify  the  conclusion  that 
they  had  not  been  entered  into  or  performed  with  the  legitimate  pur- 
pose of  reasonably  fbrwarding  personal  interest  and  developing  trade, 
but,  on  the  contrary,  were  of  such  a  cliaracter  as  to  give  rise  to  the 
Inference  or  presumption  that  they  had  been  entered  into  or  done  with 
the  intent  to  do  wrong  to  the  general  pubUc  and  to  limit  the  right 
of  individuals,  thus  restraining  the  free  flow  of  commerce  and  tend- 
ing to  bring  about  the  evils,  such  as  enhancement  of  prices,  which 
were  considered  to  be  against  public  policy.  ♦  •  •  The  statute 
*  *  *  evidenced  tlie  intent  not  to  restrain  the  ris^t  to  make  and 
enforce  oontracts,  whether  resulting  from  combination  or  otherwise, 
which  did  not  unduly  restrain  interstate  or  foreign  commerce,  but  to 
protect  that  commerce  from  being  restrained  by  methods,  whether  old 
or  new,  which  would  constitute  an  interference  that  is  an  undue  re- 
straint.*" Simdard  OU  Co,  v.  United  8tat€9,  221  U.  S.  58,  59,  60;  31 
Sup.  Gt  616;  55  L.  Bd.  m»;  94  L.  R.  A.  (N.  S.)  884;  Ann.  Cas.  1912D, 
784. 

"Applying  the  rule  of  reason  to  the  construction  of  the  statute,  it 
was  held  in  the  Standard  Oil  case  that  as  the  words  '  restraint  of 
trade  *  at  common  law  and  in  the  law  of  this  country  at  the  time  of 
the  adoption  of  the  Anti-Trust  Act  only  embraced  acts  or  contracts 
or  agreements  or  comblnatioiis  which  operated  to  the  prejudice  of  the 
publle  interests  by  unduly  restricting  competition  or  unduly  obstruct- 
ing the  due  course  of  trade  or  which,  either  becaose  of  their  inherent 
nature  or  effect  or  because  of  the  evident  purpose  of  the  acts,  etc., 
injuriously  restrained  trade,  that  the  words  as  used  in  the  statute 
were  designed  to  have  and  did  have  but  a  like  slgniikance.  It  was 
therefore  pointed  out  that  the  statute  did  not  forbid  or  restrain  the 
power  to  make  normal  and  usual  contracts  to  further  trade  by  resort- 
ing to  an  normal  methods,  whether  by  agreement  or  otherwise,  to 
accomplish  such  purpose."  UiUted  States  v.  American  Tobacco  Co^ 
221  tJ.  S.  179,  81  Sup.  Ct  848,  65  L.  Ed.  863. 
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[978]  To  determine  whether  any  particular  course  of 
conduct  is  or  is  not  "undue"  or  "unreasonable"  involves, 
of  course,  a  consideration  of  all  the  surrounding  circum- 
stances, which  may  be  multifarious.  Moreover,  opinions 
wiU  someti^ies  differ  as  to  what  should  be  the  answer  to  such 
a  question.  Upon  a  given  statement  of  facts  12  unpreju- 
diced jurymen  will  sometimes  unanimously  reach  the  con- 
clusion that  the  conduct  of  an  individual  evidenced  "  due " 
and  "  reasonable "  care  and  prudence,  when  upon  the  same 
state  of  facts  12  other  unprejudiced  jurymen  will  unani- 
mously reach  a  different  conclusion.  Courts  have  recognized 
this  uncertainty,  for  it  has  been  frequently  held  in  actions 
for  negligence  that  although  a  judge  may  direct  an  appro- 
priate verdict,  when  all  intelligent  minds  would  agree  as 
to  the  inference  to  be  drawn  from  proved  facts,  he  should 
send  the  cause  to  the  jury  whenever  there  might  be  an 
honest  difference  of  opinion  as  to  whether  the  conduct  of 
an  individual  exhibited  "due"  and  "reasonable"  care  and 
prudence.  So,  too,  when  a  question  arises  in  an  equity  court 
as  to  the  "  reasonableness "  of  certain  transactions  different 
chancellors  may  differ  in  their  answers.  Thus  in  United 
States  V.  Periodical  Clearing  House^  a  litigation  arising 
under  the  Sherman  Act  and  involving  certain  regulations 
made  by  what  was  known  as  the  "  Magazine "  or  "  Period- 
ical Trust,"  this  court  was  evenly  divided  in  opinion  as  to 
whether  such  regulations  were  reasonable  or  not.* 

Referring  now  to  the  facts  in  proof:  One  of  the  matters 
complained  of  is  what  is  called  in  the  testimony  the  pro- 
viding of  "fighting  ships."  Upon  occasions  when  some 
steamship  owner  or  charterer,  not  a  member  of  the  combina- 
tion, has  put  a  vessel  on  a  bertii  adjoining  one  from  which 
vessels  of  a  member  of  the  combination  were  about  to  sail, 
and  has  offered  to  carry  passengers  at  a  lower  rate  than  that 
asked  by  such  member,  an  extra  vessel  has  been  put  on, 
ostensibly  by  one  of  the  lines  in  the  combination,  but  really 
by  the  combination  itself,  at  the  same  or  a  lower  rate,  and 

•  Decided  March  22,  1913,  by  dismissal  of  complaint,  for  the  reason 
that  the  Oovernment  had  failed  to  satisfy  a  majority  of  the  court 
that  it  was  entitled  to  the  reUef  prayed  for;  not  reported,  as  no 
opinions  were  filed. 
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all  have  cooperated  to  furnish  such  a  ^^ fighting  ship"  and 
thereby  keep  out  the  competitor.  This  seems  clearly  to  be 
within  the  prohibition  of  the  act;  the  case  is  analogous  to 
that  presented  in  United  States  r.  Eastern  States  Retail 
Lumber  Dealers^  Association.  In  that  case  some  wholesale 
lumber  dealers,  learning  the  names  and  addresses  of  the  cus- 
tomers of  retail  dealers  who  bought  from  them,  had  taken 
away  such  customers  by  offering  to  sell  them  direct  at  whole- 
sale prices.  An  individual  retail  dealer,  who  had  thus  lost 
customers,  was  of  course  free  to  give  information  of  his 
experience  to  any  of  his  business  associates;  but  an  associa- 
tion of  retail  dealers  which  gathered  such  information  and 
circularized  the  retail  trade  with  a  list  of  the  names  of  the 
wholesalers  who  had  done  so  was  held  to  be  a  combination 
to  boycott  or  blacklist,  and  a  decree  was  entered  in  this  court 
enjoining  the  further  preparation  and  issuance  of  such  circu- 
lars, which  decree  was  affirmed  on  appeal.  201  Fed.  581; 
284  U.  S.  600,  34  Sup.  Ct  951,  58  L,  Ed.  1490. 

[974]  The  testimony  (which  is  voluminous)  fails  to  sat- 
isfy us  that  the  defendants,  or  any  of  them,  have  charged 
excessive  or  exorbitant  rates  for  the  transportation  of  pas- 
sengers of  any  class,  especially  when  it  is  considered  that 
vastly  more  in  the  way  of  safety,  speed,  sanitary  conditions, 
physical  comfort,  etc,  is  now  given  to  the  passenger  than 
was  given  to  him  before  i^ese  agreements  and  conferences 
were  entered  into. 

Much  is  made  in  argument  of  the  circumstances  that 
members  of  the  combination  employ  only  agents  who  will 
agree  to  confine  their  business  to  selling  passage  tickets  for 
such  members.  When  the  deplorable  conditions  which  ex- 
isted before  this  method  of  business  was  ^adopted  are  con- 
sidered, it  would  seem  that  such  an  arrangement  has  greatly 
benefited  the  traveling  public,  especially  the  more  ignorant 
class  of  many  different  nationalities  which  travels  in  the 
third  class  or  steerage.  Moreover,  dealing  as  it  does  merely 
with  the  control  of  defendants'  agents,  who  are  free  to 
accept  or  decline  such  agency,  it  is  analogous  to  the  case 
which  was  presented  in  United  States  v.  Periodical  Clearing 
Hause^  suproj  where,  upon  the  question  whether  or  not  such 
control  of  agents  was  or  was  not  within  the  act,  this  court 
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was  divided  in  ojHnion  and  dismissed  the  bilL    Na  attempt 
was  made  to  review  that  decision  on  appeal.    It  is  thought, 
therefore,  that  complainant  has  not  shown  itself  entitled  to 
relief  on  this  branch  of  the  case. 

The  main  subject  matter  of  the  controversy,  viz,  t^e  oon* 
trolling  of  transportation  so  as  to  aUot  proportionate  shares 
of  it  to  the  different  defendants  who  are  in  the  combinati<m, 
has  recently  been  most  exhaustively  considered  by  tiie  stand- 
ing committee  on  Merchant  Marine  and  Fisheries  under 
resolutions  of  the  House  of  Kepresentatives  in  Congress.  It 
is  manifest  from  its  report  that  the  committee  had  before  it 
substantially  the  same  evidence  which  is  contained  in  the 
record  in  this  case.  There  is  nothing  to  add  ta  the  elaborate 
presentation  of  all  sides  of  the  controversy  which  will  be 
found  in  that  report,  and  we  find  it  most  persuasive  to  the 
conclusion  that,  in  view  of  the  peculiarities  of  ocean  trans- 
portation, the  method  adopted  by  the  defendants — if  purged 
of  its  obnoxious  feature,  the  "  fighting  "  ship — is  a  reas(»iabie 
one,  which,  so  far  from  restraining  trade,  really  fosters  and 
protects  it,  by  giving  it  a  stability  which  insures  more  satis- 
factory public  service  for  all  concerned.  Without  tiiis 
method,  or  something  like  it,  there  would  be,  in  the  language 
of  the  committee,  one  or  other  of  two  results: 

The  lines  would  either  engage  in  rate  wars  which  would  mean  the 
elimination  of  the  weak  and  the  survival  of  the  strong,  or -to  avoid  a 
costly  struggle  they  would  consolidate  through  common  owoershipi 
Esther  would  mean  moii(^K)ly  •  f uUy  as  efSective,  and  It  Is  beUeved 
more  so,  than  can  exist  by  vlrtae  of  (this]  agreement 

It  seems,  therefore,  that  this  particular 'oombinatioa  comes 
fairly  within  the  exception  to  a  strictly  literal  oonstmotion 
of  the  statute,  which  is  indicated  in  the  Standard  Oil  and 
Tobacco  cases. 

The  Allan  Line  and  Canadian  Pacific  Line  withdnew  from 
the  fighting-ship  agreem^it  bef^e  the  bill  was  filed.  As  to 
both  these  defend  [975]  ants  the  bill  is  dismissed.  As  to  the 
other  defendants,  injunction  will  issue  against  the -continu- 
ance of  the  ^^  fighting  ships,^'  and  as  to  the  other  prayexB 
for  relief,  the  bill  is  dismissed.  Since  Uie  Government  has 
not  prevailed  on  the  main  part  of  the  ease,  the  decree  wiU 
be  without  costs. 
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HAM  BURG -AMERIKANISCHE  PAOKETFAIIRT. 
ACTIEN  GESELLSCHAFT,  APPELLANTS,  v. 
UNITED  STATES  OF  AMERICA; 

ASVfStAHS  FMH'TfiB  BlBl'KKV  O&CVt'OF  THB'  USV1TJSI>  STA^mB  KMI 
THE  SOUTHEBN  DISTRICT  OF  NEW  TOBK. 

HmL  289,  832.  Al^sued  Xlovenber  3<4,  UDl^.-HDeclded  Jumary  10,  3«16 
[239  U.  S.,  466,} 

This  court  CEB  not  pass  upon  questions  which  have,  as  an  inevitable 
legal  consequence  of  the  Buropan  war  now  flagrant,  become  moot 

TMs  court  takee  jucHclalfiotlce'Of  Hie  fiuropean  Var  and  that  Its  In- 
[467]  evitable  consequence  has  been  to  interrupt  the  steaanlilp 
business  between  this  country  and  Europe.* 

It  is  a  rule  of  this  court,  baaed  on  fmndamental  principles  of  public 
policy,  not  to  establish  a  rule  for  controlling  predicted  future  con- 
duct ;  and  it  will  not  decide  a  case,  Involving  a  combination  alleged 
to  be  in  violation  of  the  Anti-Trust  Act,  which  has  become  moQt  as 
a  legal  consequence  of  war,  because  of  probability  of  its  being  Te- 
craateiA  on  the  oeasatiaD  of  -war.  Galit&mitt  v.^  Ban  P^lo  R,  12.,  149 
U.  S.  808. 

The  power  of  this  court  can  not  be  enlarged  or  its  duty  affected  in 
regard  to  the  declai^n  of  a  juoot  case  hj  stipulation  oC  parties  or 
counsel. 

Where  a  case  to  dissolve  a  combination  alleged  to  be  illegal  under  the 
Anti-Trust  Act  has  become  moot  and  this  court  has  thus  been  pre- 
vented from  deciding  it  upon  the  merits,  and  the  court  below  de- 
ddM' against  the  Oovernmeot,  theooorse  most  consoaant  with  jus- 
tice is  to  reverse,  with  directions  tc  dismiss  the  bill  wHteot 
prejudice  to  the  Qovemment  in  the  future  to  assail  any  actual  con- 
tract or  combination  deemed  to  oftend  the  Antt-Trust  Act 
216  Fed.  Rep.  971,  roveraed. 

•For  opinions  of  the  District  Court  (200  Fed.  806),  see  ante, 
page  892.     (216  Fed.  971),  see  ante,  page  897. 

*  Syllabus  copyrighted,  1916,  by  The  Banks  Law  Publishing  Oom- 
P«17* 
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The  facts,  which  involve  the  coxistraction  and  application 
of  the  Shennan  Anti-Trust  Act  of  July  2,  1890,  and  the 
practice  of  this  court  in  regard  to  cases  which  have  become 
moot,  and  the  effect  of  the  legal  consequence  of  war,  are 
stated  in  the  opinion. 

Mr.  O.  CarroU  Toddy  Assistant  to  the  Attorney  Oeneral, 
with  whom  Mr.  Thurlow  M.  Oordon^  Special  Assistant  to 
the  Attorney  Greneral,  was  on  the  brief  for  the  United 
States. 

Mr.  Charles  P.  Spooner^  with  whom  Mr.  John  0.  Spooner 
and  Mr.  James  L.  Bishop  were  on  the  brief  for  Hamburg- 
American  Steamship  Company. 

Mr.  L'ud'us  H.  Beersj  with  whom  Mr.  AUan  B.  A.  Brad- 
ley was  on  the  brief  for  Cunard  Steamship  Company  and 
others. 

Mr.  Charles  0.  Burlingham^  with  whom  Mr.  Roscoe  H. 
Hupper  was  on  the  brief  for  American  Line  and  others. 

[468]  Mr.  Joseph  Larocque,  with  whom  Mr.  William  G. 
Choate  and  Mr.  Nelson  Shipman  were  on  the  brief,  for  North 
German  Lloyd  and  others. 

Mr.  Ralph  Jarrves  M.  BvJCUywa  for  defendants  Johnson 
and  Straus,  agents  of  Russian  East  Asiatic  Steamship  Com; 
pany,  Ltd.,  submitted. 

Mr.  Chief  Justice  White  delivered  the  opinion  of  the 
court. 

The  United  States  on  January  4,  1911,  commenced  this 
suit  to  prevent  the  further  execution  of  an  agreement  to 
which  the  defendants  were  parties  and  which  it  was  charged 
constituted  the  foundation  of  an  illegal  combination  in 
violation  of  the  Anti-Trust  Act  of  July  2,  1890  (26  Stat 
209,  c.  647).  The  relief  asked,  moreover,  in  the  nature  of 
things  embraced  certain  subsidiary  agreements  made  during 
the  course  of  the  execution  of  the  main  contract  in  further- 
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ance  of  its  aUeged  prohibited  result.  The  principal  agree* 
ment  was  made  in  1908  to  last  until  February  28, 1911,  but 
was  to  continue  in  force  thereafter  from  year  to  year  unless 
not  later  than  December  1st  of  each  year  a  notice  of  the 
intention  not  to  continue  was  given.  On  December  3,  1910, 
however,  just  a  month  before  this  suit  was  filed,  the  agree- 
ment in  question  was  renewed  for  a  period  of  five  years. 

We  give  from  the  argument  on  behalf  of  the  United  States 
a  statement  of  the  corporate  defendants  to  the  bill,  some  of 
whom  had  become  parties  to  the  alleged  illegal  combination 
by  subsidiary  agreement  or  agreements  made  at  a  later  date 
than  the  original  contract. 

1.  The  AUan  Line  Steamship  Company,  Limited,  hereafter  called 
the  *'Allan  Line,**  a  British  corporation,  operating  from  Portland, 
Boston,  and  Philadelphia  to  London,  Liverpool,  and  Glasgow  and 
return. 

[469]  2.  International  Mercantile  Marine  Company,  a  New  Jersey 
corporation,  operating  from  New  York  and  PhUadelphla  to  Liverpool 
and  Southampton  and  return. 

S.  Its  ships,  together  with  those  of  Its  subsidiary  company,  defend- 
ant International  Navigation  Company,  Limited,  also  operating  ftom 
New  York  and  Philadelphia  to  Liverpool  and  Southampton,  *  *  * 
are  referred  to  as  the  "American  Line."  Besides  International 
Navigation  Company,  Limited,  it  also  controls  through  stock  owner- 
ship the  defendants  British  and  North  Atlantic  Steam  Navigation 
Company,  Limited,  Sodete  Anonyme  de  Navigation  Beige  Americaine, 
and  Oceanic  Steam  Navigation  Company,  limited. 

4.  British  and  North  Atlantic  Steam  Navigation  Company,  Lim- 
ited, a  British  corporation,  hereafter  called  the  "Dominion  Line,** 
operating  from  Portland  to  Liverpool  and  return. 

5.  Soclete  Anonyme  de  Navigation  Beige  Americaine,  a  Belgian 
corporation,  hereafter  called  the  "Bed  Star  Line,"  operating  from 
New  York  and  Philadelphia  to  Antwerp  and  return. 

6.  Oceanic  Steam  Navigation  Company,  Limited,  a  British  cor- 
poration, hereafter  called  the  "White  Star  Line,**  operating  from 
New  York  and  Boston  to  Liverpool  and  Southampton  and  return. 

7.  The  anchor  line  (Henderson  Brothers),  Limited,  a  British  cor- 
poration, hereafter  called  the  "Anchor  Line,**  operating  from  New 
York  to  Glasgow  and  return. 

8.  Canadian  Pacific  Railway  Company,  a  Canadian  corporation, 
operating  a  regular  line  of  steamships,  hereafter  called  the  "Cana- 
dian Pacific  Line,'*  firom  Montreal,  Quebec,  and  St  John  in  the 
Dominion  of  Canada  to  Liverpool,  Bngland,  and  return.  It  also 
owns  and  (operates  a  trans-continental  raUroad  which,  partly  through 
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brasdiM  vBBokdmg  into  the  IMtod^  9telM  mid-  partiy  lta>«||i 
tk>ai  with- the  WalKiBh  and  lotber  American  vaihroads,  [470]  tEaoa- 
porta  a  substantial  proportion  (12  per  cent)  of  its  steamship  pas- 
sengers to  and  from  points  in  this  country. 

9.  *'The  Ctinard  Steamship  Ckympany,  Limited,  a  Brltteh  corpora- 
tloa,  hereaflar  called  the  '  Canard  line,*  opeeattng  -froni  New  ¥ark 
and  iBoston  itoi  Ltrenmil  hi  Bni^and,  FiOBie  4b  fiBnaary,  And  Trieata 
in  Austria,  andratoni. 

10.  "  Hamburg- Ai&erickanische  Packetfahrt-Actien  Gesellschaft,  a 
German  corporation,  hereafter  called  the  'Hamburg-American  Line/ 
operating  from  New  York  to  Hamburg  and  Teturn. 

11.  '*  Nord^DeutM^er  Llord,  a  €»trman  oatporattoii,  hofleattir  odisd' 
thfe '  North  Gaman  lieyd-Llne,'  operating  fpaiB.Naw>  Terkr  Batttiaore, 
and  Galveston  to  Bremen  and  return. 

12.  "  Nederlandsh-Amerikaansche  Stoomvaart  MaatschapiJ  ( Hol- 
land-Amerlka  Lijn),  a  Netherlands  corporation,  hereafter  called  the 
*  Holland-American  Line,*  operating  between  New  York  and  Kotter- 
dam  and  return. 

IS.  "Russian  East  Asiatic  Steamship  Company,  a  Russian  cor- 
poration, hereafter  called  the  'Russian-America  Line,'  operating  be- 
tween New  York  and  Libuu,  Russia,  and  return.** 

The  individuals  named  as  defendants  were  the  principal  oflcarw 
and  agents  in  this  country  of  the  corporate  defendants.  We  octract 
from  the  argument  on  behalf  of  the  Qovemment  the  fiAlowfng  state- 
ment of  the  main  provisions  of  the  principal  agreement 

**{!)  The  parties  guarantee  to  eadi  other  oertata  dtfnlto  pereeat- 
ages  of  the  entire  steerage  traflic  carried  by  thma  both  eaflthoonrt 
and  westbound  between  European  porta  and  the  IMtad  StaicB  and- 
Canada.  except  Mediterranean  passengera 

"(2)  Any  line  ezeeedfng  its  allotment  mnet  pay  tato  tte  pool  a 
coaapensatton  price  of  £4  tdr  each  excess  paasangar,  which  aom  la  to 
be  patd*proportlonat^y  to  the  line  or  linaa  [471]  wtiieh  have 
not  carried  their  full  quota.  It  is  eaqfkteasly  stated  that  this  pro- 
vision  '  forma  one  of  the  main  featurea  <^  the  enthra  contract.* 

*^iS)  Bach  Itee  most  make  a  vmekly  report  of  themiaiber  oC  atoer- 
age  passengers  cazrledi  and  fpom  theae  the  secretary  of  the  pool 
compiles  weekly  statements  showing  the  pool  poaltion  of  each  liae. 
He  also  prepares  each  manth  provtelonal  aooomits  of  the  compnnaa* 
tion  due  fnom.  linea  whidi  hawe  exceeded  their  avwta.  This  mnat- 
ba  paid  Immediately  on  patai  of  heavy  penalties.  Final  aatUaastfits 
lure  made  at  the  eadof  eacb  year. 

"(4)  Each  line  undertakes  to  arrange  Ita  rates  aAd  aarvioa  In  aich 
manner  that  the  namber  of  steerage  paaa^iigera  it  actually  carries 
shall  corr«fl|)oad  ^m  neariy  as  poaaftble  with  the  number  allottad  to  it 
hr  the  coAtract  If  any  line  ezceada  Ms  profwrtlon  It  la  in  duty 
bawid  to  adopt  meaaurea  calculated  to  bring. about  a  correct  adioat- 
mant    The  other  llaee  may  either  await  the  action  of  the  individual 
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Use  or  a  nutjiDrilv:  •<' tte- Uboi  «piif  ntlng\76  p«r  Mil  of  tkfes  ffwl 
abacM  can  Immadlately  order  racier  on  a  pins  l&ne  to  be  raiaed  or 
rates  on  a  minus  line  to  be  lowered,  and  from  tbis  order  there  is  no 
appeal.  It  is  expressly  stated,  however,  that  'all  parties  were 
unanmonsly  of  the  opinion  that  the  adjustment  is,  whenever  practf- 
oable^  to  be  effeeled  not  by  reducing  the  rates  of  one  line  bbt  on  the 
ceotrary  by  rsMug  the  rates  of  one  «r  several  of  tSie  Unca.' 

"(5)  No  line 'has  the  right  to  alter  Its  steerage  rates,  without  hav- 
ing previously  informed  the  secretary;  i.  e,  all  lines  are  bound  to 
maintain  existing  rates  until  the  other  pool  members  are  notified. 

**i^)  No  drenlars  or  ptibHcations  shall  be  issued  by  any  line  re- 
fleetlBg  upon  or  hMEPUtntlikg  eoniiarisoas  wHh  any  other  conferenee 
line  unfavorable- to  the  latter,  «iid<  no  party  ahali  aopport  (advcrtlae 
in)  any  newspaper  which. shall  ayatematicaUy  attack  any  conference 
line. 

"(7)  To  insure  the  faithful  performance  of  the  agree-  [472] 
ment,  each  line  deposits  with  the  secretary  a  promissory  note  in  the 
amount  of  jEl,60&  for  each  per  cent  of  traffic  allotted  to  it  in  the 
peoL  From  this  amount  ponalttea  may  be  cottected  ranging  fnm 
£250  for  smaller  infractions  to  the  forfrttwre  of  the  entire  deposit 
if  the  line  withdraws  from  the  agreement  before  its  expiration,  re- 
fuses to  pay  compensation  money,  or  assists  directly  or  indirectly 
any  opposition  line. 

*'(%)  New  lines  may  be^  admitted  or  the  terms  of  the- agreement 
altered  only  by  nnanimons  vote,  nnleas  otiierwiae.  provided  In  the 
contract. 

"(9)  To  assist  in  the  carrying  out  of  the  agreement  a  secretary 
was  appointed. 

"(10)  Regular  meetings  are  to  be  held  alternately  at  London  and 
Cologne  for  the  purpose  of  cariylng  out  this  agreement  and  agree- 
mente  collateral  thereto.  These  meetin0Bi  constitute  what  is  called 
The  Atlantic  Oonfcarenee. 

*' Representotives  of  the  Atlantic  Coi^erence  Lines  likewise  meet 
in  New  York  in-  what  is  called  the  American  Atlantic  Conference  or 
New  York  Conference." 

It  is  to  be  observed  in  addition  that  the  agreement  ex- 
pressly provided  that  the  withdrawal  of  any  one  of  the  lines 
from  the  contract  should  release  all  others  from  all  future 
obligation  unless  the  others  agreed  among  themselves  to 
continue. 

To  the  elucidation  of  thfe  view  we  take  of  the  case  it 
suffices  to  say  that  as  the  result  of  the  answers  of  the  de- 
fendants the  issues  which  arose  for  decision  were  twofold 
in  character :  Did  the  Anti-Trust  Act  relate  to  the  business 
of  ocean  transportation  with  which  the  assailed  agreement 
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and  those  sabeidiary  to  it  were  concerned;  and  if  so,  did  the 
agreements  and  the  conduct  of  the  defendants  under  them 
constitute  a  violation  of  the  provisions  of  the  Anti-Trust 
Act? 

The  court  below,  although  deciding  that  the  ocean 
[473]  transportation  covered  by  the  main  agreement  was 
under  the  control  of  the  Anti-Trust  Act,  yet  held  that  the 
assailed  contract  and  the  action  of  the  parties  under  it  were 
not  within  the  terms  of  the  act,  and  therefore  that  the  com- 
plaint of  the  Grovemment  on  that  subject  was  without  foun- 
dation. Tlie  court,  however,  concluded  that  a  certain  sub- 
sidiary agreement  which  had  been  entered  into  in  the  process 
of  the  execution  of  the  original  agreement  had  given  rise  to 
a  practice  which  was  reprobated  by  the  Anti-Trust  Act  and 
the  further  execution  of  such  agreement  and  the  carrying 
out  of  the  practice  under  it  were  by  the  decree  forbidden. 
The  court  reached  these  conclusions  upon  .opinions  formed 
concerning  the  nature  and  character  of  ocean  transporta- 
tion with  which  the  agreement  was  concerned,  the  evils 
which  had  existed  in  the  traffic  fuid  which  it  was  the  purpose 
of  the  agreement  to  remedy,  the  practice  of  the  commercial 
world  in  dealing  with  such  transportation  in  the  past,  the 
benefit  which  had  resulted  to  commerce  from  the  execution 
of  the  agreement,  the  reflex  light  thrown  upon  its  intent  and 
object  by  the  reasonable  rates  which  had  been  applied  in  its 
execution,  and  many  other  conditions  which  had  come  to 
pass  as  a  result  of  the  agreement  tending  to  the  ameliora- 
tion of  the  conditions  of  steerage  travel  and  the  resulting 
benefaction  to  the  safety,  comfort,  and  health  of  the  mil- 
lions of  human  beings  traveling  by  steerage,  to  which  class 
of  traflSc  alone  the  contract  related.    (216  Fed.  Rep.  971.) 

The  contentions  which  presumably  were  urged  in  the 
court  below  and  which  it  is  deemed  by  the  parties  here  arise 
for  decision  will  at  once  appear  by  giving  a  brief  statement 
concerning  those  made  on  this  ^peal  by  the  United  States 
and  by  the  defendants  as  appellees  or  on  a  cross  appeal.  On 
behalf  of  the  United  States  it  is  insisted  that  the  provisions 
of  the  Anti-Trust  act  govern  the  subject,  that  the  terms  of 
the  agreement  constitute  a  plain  violation  of  that  act,  that  the 
conduct  of  the  parties  under  [474]  it  add  additional  force 
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to  the  considerations  arising  from  the  text  of  the  contract, 
since  it  demonstrates  that  the  purpose  of  the  agreement  was 
to  destroy  competition,  to  acquire  dominion  over  rates,  and  to 
fix  them  as  the  result  of  monopoly,  and  that  it  is  wholly 
irrelevant  to  inquire  whether  in  executing  the  wrongful  pow- 
ers which  were  acquired  by  the  contract  the  parties  were 
beneficent  in  their  action,  since  what  the  act  forbids  is  the 
monopoly  and  the  combination  for  the  purpose  of  obtaining 
monopoly,  and  there  is  no  distinction  in  the  act  between 
a  good  monopoly  and  a  bad  one.  On  the  other  hand,  the 
contentions  of  the  defendants  are  as  follows :  First,  that  con- 
ceding the  power,  it  is  not  to  be  assumed,  in  the  absence 
of  express  declaration  to  that  effect,  that  the  purpose  of 
Congress  in  the  Anti-Trust  act  was  to  extend  its  authority 
into  foreign  countries  to  prevent  the  execution  in  such  coun- 
tries, of  contracts  which  were  there  legal  and  which  were 
intended,  in  view  of  the  conditions  there  prevailing,  to  bet- 
ter enable  the  discharge  by  ocean  carriers  of  their  duty. 
Second,  that  it  appears  from  subsequent  legislation  of  Con- 
gress that  it  was  not  its  intention  to  deal  with  ocean  trans- 
portation from  and  to  foreign  countries  by  the  Anti-Trust  act, 
since  such  transportation  was  dealt  with  in  subsequent  legis- 
lation in  a  manner  which  persuasively  leads  to  such  conclu- 
sion. Tariff  act  of  August  27, 1894,  c.  349,  §§  73-77,  28  Stat. 
609,  670;  tariff  act  of  July  24, 1897,  c.  11,  §  34,  30  Stat.  161, 
218;  joint  resolution,  September  19,  1914,  No.  43,  38  Stat. 
779.  Third,  that  in  fully  investigating  and  considering  the 
question  whether  ocean  transportation  to  and  from  foreign 
countries  was  included  in  the  Anti-Trust  act,  in  an  elaborate 
report  a  committee  of  the  House  of  Representatives  had  ex- 
pressed conclusions  in  conflict  with  the  view  that  the  act  did 
apply  and  had  recommended  the  adoption  of  legislation  to 
guard  against  evils  in  such  trafik,  if  any,  and  which  legis- 
lation, if  adopted,  would  be  in  a  large  sense  incompati-  [476] 
ble  with  the  conclusion  that  the  Anti-Trust  act  was  applicable 
to  such  transportation. 

While  this  mere  outline  shows  the  questions  which  are  at 
issue  and  which  would  require  to  be  considered  if  we  had 
the  right  to  decide  the  controversy,  it  at  once  further  demon- 
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flfcniles  thAil  ^we.m^ynci,  without  disregwrdittg  our  duty,  pasB 
4i{K>n  tlMHi  becftoser  of  their  absolttte  want  of  present  actu- 
adity — tiiat  is,  boeauae  of  their  now  moot  character  aa  an 
ineyitaUe  legal  oonaeqtienoe  apniqgmg  from  the  European 
war  which  ia  now  flagrant-*-*  matter  of  which  we  take 
}udtcial  notice.  M-imtgemery  v.  United  States,  15  WalL  395 ; 
United  States  v.  Lapene,  17  Wall.  601;  7  Moore's  Interna- 
tional Law  Digest,  244, 250.  The  legal  proposition  is  not  in 
substance  controverted,  bat  it^  is  urged  in  view  of  the  char- 
acter of  the  questions  and  the  possibility  or  probability  that 
on>the  cessation- of  war  the  parties  will  resume  or  re-create 
tiieir  asserted  illegal  combination,  we  should  now  decide 
the  coBtreversies  in  order  that  by  operation  of  the  rule  to 
be  eetaMi^ed  any  attempt  at  renewal  of  or  creation  of  the 
combination  in  tihie  future  will  be  rendered  impossible.  But 
this  merely  upon  a  prophecy  as  to  future  conditions  invokes 
tibe  exercise  of  judicial  power  not  to  decide  an  existing  con- 
troversy, but  to  estafaii^  a  rtrie  for  controlling  predicted 
future  conduct,  contrary  to  tiie  elementary  principle  which 
was  thus  stated  in*  Oalifen'mia  v.  San  Pablo  ds  Tulare  R.  £., 
149  U.  8.  306,  314:  ''The  duty  of  this  court,  as  of  every 
judicial  tribumd,  is  limited  to  determiadng  rights  of  persons 
or  of'  property,  whibh  are  actually  controverted  in  the  par- 
tioidar  case  before  it  When,  in  determining  such  rights,  it 
becomes  necessary  to.  give  an  opinion  upon  a  question  of 
law,  that  opinion  may  have  wei^t  as  a  precedent  for  future 
decisions.  But  the  court  is  not  empowered  to  decide  moot 
questions  or  abstract  propositions,  or  to  declare,  for  the 
government  of  future  cases,  prindpies  or  rules  of  law  whidi 
<mn  not  affect  the  result  as  to  the  thing  in  issue  {476]  in  the 
casebefore  it.  No  stipulation  of  parties  or  counsel,  whether 
in  the  case  beftNre  the  court  or  in  any  other  case,  can  enlarge 
the  power,  or  affect  the  duty,  of  the  court  in  this  regard." 

See  also  Lord  v.  Veasie,  SHow.  251;  Ckeong  Ak  May  v. 
United  Statee,  lift  U.  S.  216f  LUOe  v.  BawerSj  184  U.  S.  547; 
Janes  v.  Montague,  194  U.  S.  147;  Seeuriiy  Life  Inmiranee 
€!o.w.iPrewUt,  200  U.  S.  446;  Rishardson  v.  McOhesney, 
S18  U*  a  487;  Steam^v.  Woad,^i6V.  S.  75. 
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Oup  iittefttioii  has  indfied  been  directed  toa  recent  dttcicdon 
in  UniM  StaUs  t.  Prmoe  Lim^  Limited^  220  Fed.  Bep>.  230, 
where  altboi^.  it  was  rooognized  that  ^^The  combination 
ttSunst  whidii  thiai  proceeding  is  directed,  composed  of  two 
Bditiflh  and  two  Gennan  steamship  oon^anies,  has  been 
praetioally  dissolved  as  a  result  of  the  European  war,''  and 
the  questiona  presented  ^  have  become  largely  academic,"  the 
court  neverthelees  proceeded  to  consider  and  dispose  of  the 
case  on  the  merits,  observing  in  conclusion,  however:  ^^In 
view  of  the  fact  that  the  logic  of  events  has  turned  this  in- 
vestigation into  an  autopsy,  instead  of  a  determination  of 
live  issues  it  seems  unnecessary  to  discuss  the  persuasiveness 
of  the  proofs,"  etc.  But  we  can  not  give  our  implied  sanc- 
tion to  what  was  thus  done  or  accept  the  persuasiveness  of 
the  reasoning  upon  which  the  action  was  based  in  view  of  the 
settled  decisions  of  this  court  to  the  contrary  and  the  funda- 
mental principles  of  public  policy  upon  which  they  are 
based.  In  fact. at  this  term,  although  we  were  pressed  to 
take  jurisdiction  of  a  cause  in  a  capital  cas&  after  the  death 
penalty  had  been  inflicted  on  the  accused,  we  declined  to  do 
so  and  dismissed  for  want  of  jurisidction  because  the  case 
had  'become  a  moot  one.  Director  of  Prisons  v.  Court  of 
First  Instance  of  the  Province  of  CavitCy  post^  p.  633. 

Nor  is  there  anything  in  United  States  v.  Trans-Missouri 
Freight  Association^  166  U.  S,  290,  and  Southern  Pacific 
Terminal  Co.  v.  Interstate  Commerce  Commission^  219  U.  S. 
[477]  498,  which  conflicts  with  this  fimdamental  doctrine. 
In  the  first,  the  Trans-Missouri  case^  a  combination  between 
railroads  charged  to  be  illegal  was  by  consent  dissolved 
and  it  was  held  that  in  view  of  the  continued  operation  of 
the  railroads  and  the  relations  between  them  their  mere 
consent  did  not  relieve  of  the  duty  to  pass  upon  the  pend- 
ing charge  of  illegality  under  the  statute  of  their  previous 
conduct,  since  by  the  mere  volition  of  the  parties  the  com- 
iHnation  could  come  into  existence  at  any  moment.  Leaving 
aside  some  immaterial  differences,  in  terms  the  ruling  in 
the  Southern  Pacific  case  was  based  upon  the  decision  in  the 
Trans^Missouri  case.  Here  on  tiie  contrary  the  business  in 
which  the  parties  to  the  combination  were  engftged  has  by 
force  of  events  beyond  their  control  ceased  and  by  the  same 
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power  any  continued  relation  concerning  it  between  them 
has  become  unlawful  and  impossible.  The  diff»*enoe  be- 
tween this  and  the  Trans-Missouri  case  was  clearly  laid 
down  in  Mills  v.  OreeUy  159  U.  S.  661,  where  after  announc- 
ing the  general  rule  as  to  the  absence  of  authority  to  c<m- 
sider  a  mere  moot  question  and  referring  to  possible  excep- 
tions resulting  from  the  fact  that  the  want  of  actuality  had 
arisen  either  from  the  consent  of  the  parties  or  the  action  of 
a  defendant,  it  was  declared  (p.  654) : 

"  But  if  the  Intervening  event  is  owing  to  the  plAintifTs  own  act  or 
to  a  power  beyond  the  control  of  either  party,  the  court  wiU  stay  Its 
hand.*' 

Although  it  thus  follows  that  there  are  no  issues  on  the 
merits  before  us  which  we  have  a  right  to  decide,  it  yet 
remains  to  be  determined  what  our  order  should  be  with 
reference  to  the  decree  below  rendered,  which  as  we  have 
seen  was  against  the  Government  and  in  favor  of  the  assailed 
combination  because  it  was  found  not  to  be  within  the  prohi- 
bitions of  the  Anti-Trust  act.  As  established  by  the  ruling 
in  South  Spring  HiU  OoU  Co.  v.  Amador  Gold  Co.,  146 
U.  S.  300,  our  conclusion  on  such  subject  must  be  reached 
without  at  all  considering  the  merits  of  the  cause  [478] 
and  must  be  based  solely  upon  determining  what  will  be 
''  most  consonant  to  justice  ^  in  view  of  the  conditions  and 
circumstances  of  the  particular  case.  Coming  to  consider 
the  question  in  that  light  and  in  view  of  the  nature  and 
character  of  the  conditions  which  have  caused  the  case  to 
become  moot,  we  are  of  opinion  that  the  ends  of  justice 
exact  that  the  judgment  below  should  not  be  i)ermitted  to 
stand  when  without  any  fault  of  the  Government  there  is 
no  power  to  review  it  upon  the  merits,  but  v  that  it  should 
be  reversed  and  the  case  be  remanded  to  the  court  below 
with  directions  to  dismiss  the  bill  without  prejudice  to  the 
right  of  the  Government  in  the  future  to  assail  any  actual 
contract  or  combination  deemed  to  offend  against  the  Anti- 
Trust  act. 

And  it  is  so  ordered. 

Mr.  Justice  McRetnoids  took  no  part  in  the  considera- 
tion or  decision  of  these  cases. 
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